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The shareholders of Sydkraft AB are
hereby called to attend the Annual General
Meeting at the STORAN, Malmö
Musikteater, Östra Rönneholmsvägen 20,
Malmö, on Monday, May 8, 2000, at
5.00 p.m. 

Shareholders wishing to participate in
the Meeting must:
• be registered in the list of shareholders
• notify Sydkraft

Registration

Registration must be recorded in the
Securities Register maintained by VPC
(Swedish Securities Register Center) not
later than Friday, April 28, 2000.
Shareholders whose shares are held in
trust must temporarily reregister the shares
in their own names not later than April 28,
2000, in order to be entitled to participate
in the Meeting.

Dividend

The dividend approved by the Annual
General Meeting is expected to be remitted
by VPC on May 16, 2000, to sharehold-
ers recorded in the Securities Register, or in
the special list of creditors. The Board of
Directors will propose May 11, 2000 as
the record date.

Change of address

Changes of address of all persons for
whom records are maintained in Sweden
are now automatically updated at VPC.
Other shareholders who have changed

either their addresses or account numbers,
must inform VPC at the following address:
VPC AB, Box 7822, S-103 97 Stockholm,
as soon as possible in order to ensure that
the dividend and other reports are sent to
the correct address. In all correspondence
with VPC, the shareholder’s reference
number (social security number or registra-
tion number) must be cited.

Notification

Notification to Sydkraft regarding partici-
pation in the Meeting must be made in
writing and received by Sydkraft at the
below address no later than 12.00 noon,
May 3, 2000. Business reply cards can
take longer to distribute, so please ensure
notification is mailed in good time.

Sydkraft AB
Legal Affairs
SE-205 09 Malmö
Telephone: +46 40-25 54 22

Sydkraft cordially invites all participants in
the Annual General Meeting to attend a
buffet in the foyer immediately following
the Meeting.
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1999 in brief

Return ratios

The return on equity was 9.6% and on
capital employed 9.5%, compared
with 10.7% and 10.9%, respectively
in 1998. The decreases were due pri-
marily to a continued increase in
shareholders’ equity and interest-bear-
ing liabilities in combination with a
slightly lower level of earnings.

Profit after financial items

Lower interest-rate levels led to a
SEK 121 M improvement in the finan-
cial net. However, this was unable to
fully offset the lower operating profit.
Accordingly, profit after net financial
items decreased by 6% to SEK 2 908 M.

Operating profit

Operating profit declined by 7% to
SEK 3 689 M, compared with SEK 
3 988 M for 1998. The decrease was
due to a combination of lower hydro-
electric and nuclear power production,
an unusually warm summer and low
electricity prices.

Earnings and dividend per share

Earnings per share totaled SEK 10.15,
compared with SEK 10.76 in the pre-
ceding year. The proposed dividend
for 1999 is SEK 4.75, which
corresponds to 47% of profit after tax.
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Net sales

Sydkraft’s net sales for 1999 totaled
SEK 14 779 M, corresponding to a
decrease of 3%. Sales of consulting
and contracting services increased. Gas
sales remained unchanged, while heat
sales dropped slightly. Electricity sales
declined due to reduced sales on the
Electricity Exchange, which resulted
from lower hydroelectric and nuclear
power production. Price levels remain
low in the electricity segment. 
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Interested customers

Although very few customers have
changed supplier, major interest is
being shown in what is available in
the market. Sydkraft’s aim is to be the
best alternative, with the best service
and the best range of offers. In addi-
tion to a good price, a successful
energy offer should contain such
important ingredients as freedom of
choice, reliability, simplicity and
incentive schemes.

Considerable interest is also being
shown in membership of Sydkraft’s
customer clubs, as reflected by the
Group’s Collect customer club, which
attracted 40 000 members in just two
months. The original goal was to
attract 50 000 members during the
first year.

Greater added value

In the corporate market, Sydkraft cur-
rently has about 56 000 electricity cus-
tomers, 3 300 natural gas customers,
200 LPG customers and approximately
5 500 heat customers.

Sydkraft’s corporate customers are
increasingly demanding and being
offered tailor-made solutions. The
Energi loop cooperation method is a
good example of how customers can
obtain energy solutions based on their
own terms. Much of the product
development work is also conducted
jointly with customers. The gains in
energy efficiency are often consider-
able. For example, Falcon Brewery in
Falkenberg (Sweden), today saves more
than SEK 500 000 annually, in addition
to reduced emissions.

The marketing of individual solutions
has exceeded expectations. Specialist
skills and know-how are needed in
order to achieve the very best solutions.
Thanks to the Group’s extremely well
developed contracting and consulting
operations, Sydkraft can offer the nec-
essary level of skills and know-how.
Within the important IT area, Sydkraft
has approximately 500 experts in its

and network companies in Sweden,
Norway and Germany, plus co-genera-
tion plants in Poland. Many want to sell
and, as this report goes to press, sev-
eral attractive objects are on offer. Some
are also interested in establishing part-
nerships, which in many cases means
that as the purchasing party, we bring
new operations to the region. Sundsvall,
Norrköping, Örebro, Härnösand and
Østfold are good examples of regions
where Sydkraft has boosted local busi-
ness and industry and thus employment
in the community.

The Sydkraft brand

The development and protection of
brands has become an important fea-
ture of the power industry. Sydkraft is
currently at the beginning of a devel-
opment campaign to build its brand.
Our aim is to have the strongest brand
in the industry. Strong brands attract
customers. Moreover, customers are
willing to pay more for the qualities
represented by a well-known brand.
Successful brands develop out of oper-
ations that have strong and clearly
defined corporate values.

Sydkraft’s strength lies in its service
and the individual energy solutions it
provides to increase the competitive-
ness, comfort and safety of its
customers. Our work in this area will
be conducted in a future-oriented
manner, with the focus firmly on our
Vision 2005. We have coined the new
corporate maxim “TomorrowToday”
to reflect our desire to look to the
future without losing our grip on the
present. Among other things, this
means that we will be seen in a num-
ber of aggressive and highly challeng-
ing projects. The international housing
exhibition “Bo01,” which will take place
in Malmö in summer 2001, is such a
project. There, approximately one mil-
lion visitors will see Sydkraft deliver
100% locally generated, renewable
energy based on ecocycle principles,
with sustained home comfort.

Sydkraft’s process of change to meet
the demands of the deregulated
market is progressing at a rapid pace.
Our customers can now make an
active choice, enabling them to secure
lower prices and more efficient energy
consumption. To date, few customers
have chosen to leave us, thanks to the
range of competitively priced products
and energy-related services we offer.
At the same time, we have gained
new customers from other suppliers.

Jointly with a number of important
acquisitions, we increased our total
customer base by approximately 
70 000 to 850 000 during the past year.
Based on this established strategy, we
are continuing to grow in northern
Europe. During 1999, we acquired
shares and companies for a total of
approximately SEK 3 billion. 

For example, we acquired a 49%
holding in Norrköping Miljö & Energi
(Sweden) and in the Norwegian com-
panies Østfold Energi Kraftsalg and
Østfold Energi Nett. Østfold has
nearly 100 000 customers and Norr-
köping more than 60 000. Norrköping
Miljö & Energi and Østfold Energi will
become two key bridgeheads for
expansion in their respective regions.
During spring 2000, a service company
will be started in Norrköping and a
contracting and consulting company 
in Østfold.

Further acquisitions

The average spot market price for elec-
tricity fell by 5% during 1999. Due to
the unusually warm summer, produc-
tion of both hydroelectric and nuclear
power was lower than in 1998.
Despite this and the fact that earnings
after financial items declined by 6%,
1999 was a strong year. 

Sydkraft’s equity/assets ratio exceeds
the corporate target of 35%.
Accordingly, we have a high financial
reserve of several billion kronor for
future acquisitions. The most attrac-
tive candidates are electricity trading

Message from the President



5

various subsidiaries. Our consulting
and contracting companies, Sycon,
ElektroSandberg and WM-data Ellips,
strengthened their market positions
during 1999 and today rank among
the leading companies in Sweden in
their respective fields.

Exciting energy trading

Sydkraft’s energy trading operations –
which will eventually include the
Group’s entire range of energy prod-
ucts – continued to make strong
progress during the year. Sydkraft
Energy Trading is responsible for all
trading operations and functions as
the unifying link between production
and sales.

Prices in the spot market fluctuated
sharply during the year and the aver-
age spot price was about 2 öre/kWh
lower than in the preceding year.
Customers outside the Group
accounted for approximately half of
the total of SEK 6.7 billion in net sales.
Operating profit amounted to SEK 230
M, which was a satisfactory result
bearing in mind the circumstances.

During the year, Sydkraft Energy
Trading was the first player in the
market to receive a full permit from
the Swedish Financial Supervisory
Authority to conduct trading in energy
derivatives on behalf of external cus-
tomers. This also includes management
of companies’ energy portfolios.
Swedish forest products company
AssiDomän was one of the first cus-
tomers to commission Sydkraft to
manage its energy portfolio.

Year 2000

The millennium shift and the extra
day in February 2000 passed without
incident. Thanks to comprehensive
preparations, we were able to identify
potential problems and take appropri-
ate advance action. The final cost of
the millennium shift quality-assurance
project was SEK 70 M, which was
about SEK 30 M lower than estimated.

Barsebäck

Barsebäck 1 was decommissioned on
November 30 as the result of a
Government decision. An agreement
was reached between Sydkraft, the
Swedish Government and Vattenfall,

whereby Sydkraft’s owners will
receive reasonable compensation. In
the respective opinions of an
independent third party,
Handelsbanken Markets, and the
credit rating institute, Standard &
Poor’s, the agreement is not negative
and is neutral from a shareholder
viewpoint. The Government has pre-
sented the agreement to Sweden’s
Parliament for approval. The matter
will be addressed by Parliament during
its spring session in year 2000. 

In a guideline decision, Parliament
indicated at an earlier stage that it wants
Barsebäck 2 to be decommissioned by
June 30, 2001 at the latest. This would
be conditional upon Barsebäck 2’s
capacity being replaced by renewable
domestic electricity production and/or
rationalized out. In my opinion, the
current program to adjust Sweden’s
energy supply will not allow these
conditions to be met by then.

The future

During 1999, we invested SEK 175 M
in R&D. Our work in this area focuses
on projects that can rapidly result in
lower costs, higher availability, new
products and new business opportuni-
ties. At the same time, we are working
to support and stimulate a sustainable
energy system. During autumn 1999,
we commenced construction of
Innovision, a future center. The objec-
tive is to increase our pace and ability
to evaluate, initiate and implement
new ideas within the Group. When
fully operational, Innovision will be

LARS FR ITHIOF

President and CEO

used by Sydkraft and its customers,
suppliers and partners for joint
projects to develop visions and find
applications for creative ideas.

Through its ability to speed up the
exchange of large volumes of informa-
tion, broadband will be an important
part of everyone’s future. Today, many
different people are investing in vari-
ous broadband solutions. With its
inherent know-how and skills, Sydkraft
is one of the companies that is best
equipped to participate in, develop
and benefit from the infrastructure
between households and the Internet.
To date, we have made successful
transmission tests of large volumes of
information via the Internet through
our power lines. About 100 customers
in Malmö took part in the tests and
evaluated the results.

The next major project is to jointly
build an optofiber network with part-
ners between Malmö, Gothenburg
and Stockholm. As a result, we will be
able to reach several million homes
with broadband technology.

The abundance of water in the
Norwegian and Swedish reservoirs
means that prices, at least during the
first half of the year, will be low.
Growth in the Nordic electricity mar-
ket is expected to be around 1-2%
during 2000. The very mild start to the
year means that Sydkraft’s sales could
be lower than in 1999. Heat and gas
sales are also affected by the mild 
conditions. 



Free competition in the energy market
means that customers themselves can
choose which supplier they want. As
in most other markets, the choice is
usually made between various brands
and what they stand for. Which is the
most knowledgeable? Which is the
most reliable? Which one do I like
best? The cornerstone in all brand-
development work is to create added
value, so that customers will be willing
to pay a premium for a special brand. 

Sydkraft is currently at the beginning
of a brand-development campaign to
reinforce the Sydkraft name.

On the consumer side, a strong
brand name is particularly important.
Since there are a great many
customers, it is impossible to meet
them all personally and explain who
Sydkraft is. Instead, we must rely on a
brand that is easy to commit to.
Accordingly, in Vision 2005, we have
stated that Sydkraft will be the
strongest brand in the industry.

A brand is developed through com-
munication and its strength is depen-
dent on the total organization behind
it. All employees must have the same
perception of the brand’s importance,
share the same philosophy, the same
goal and the same recognition of the
core values and key message upon
which it is based. Successful brands
are developed out of operations that
share strong and clearly defined values.

Clearly defined for all parties with
an interest in the brand. Time and
again, the questions must be asked:

What is the core factor underlying the
brand? What values and properties
does it reflect? What skills shall be
embodied in the brand, and what sig-
nals should it communicate? Sydkraft
must be known, and known for some-
thing specific in order to ultimately be
chosen.

Sydkraft’s strength lies in its service
and the individual energy solutions it
provides to increase the competitive-
ness, comfort and safety of its
customers. In our internal work, we
shall focus on customer orientation,
the participation and cooperation of all
employees and constant improvement.
This will be accomplished in a com-
mitted, responsible and future-
oriented manner. We have coined the
new corporate maxim “Tomorrow-
Today” to reflect our desire to look to
the future without losing our grip on
the present.

Accordingly, communication is the
key word in this process, both inter-
nally and externally. Corporate com-
munication activities will focus on
maintaining a constant dialog with all
parties having an interest in the
Sydkraft brand.

The dissemination of information
through professional corporate com-
munications activities is a vital prereq-
uisite for developing, maintaining and
strengthening the brand.

The nature of our operations attracts
a high degree of public interest and
they are also dependent to some
extent on political decisions.
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Sydkraft the brand

A brand is developed through communication and its strength

is dependent on the total organization behind it. Sydkraft´s

strength lies in its service and the individual energy solutions

it provides to increase the competitiveness, comfort and safety

of its customers.



Efficiently managed communication
shall create optimally favorable condi-
tions for our business and customer
orientation, thereby contributing to
improved profitability.

Internal and external information
activities in the Sydkraft Group shall
increase knowledge about and confi-
dence in the Group, communicating
an image of a skilled and service-ori-
ented organization that is intent on
living up to the high demands placed
on its business ability, ethics, willing-
ness to change, environmental aware-
ness and market orientation. In addi-
tion, it shall make a concrete contribu-
tion to the realization of our vision to
have the strongest brand in the energy
sector.

Our commitment to customers will
be borne by the Group’s visual iden-

tity. In 1999, it was a natural step to
underline this change in direction by
introducing a new visual identity that
clearly illustrates the change.

There is a specific reason for the
new corporate emblem appearing as it
does. Our aim, in terms of choice of
colors and typography, is to emphasize
that Sydkraft is a more flexible and
less technically driven company than
previously.

We have retained the original red
color, since this is so firmly associated
with Sydkraft. Used in combination
with the orange ripple device, we
achieve the desired effect, which is
that Sydkraft radiates energy. The sim-
ple brush strokes used add an element
of spontaneity.

7

brand
A strong 

We no longer merely sell products and services. To an increasing extent, we are selling a
brand. This is no spur-of-the moment decision, or short-lived trend destined to eventually
disappear without trace. On the contrary, we are just at the beginning of a development
whereby our society will focus to an increasing degree on creating value by preserving and
developing brands that consumers and companies alike perceive as strong.
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Financial targets

Sydkraft’s principal financial objective
is to generate an attractive return and
value growth for its shareholders.
Sydkraft aims to ensure that the share
dividend and the share price trend are
fully in line with the industry, and
higher than the interest rate for risk-
free long-term investment. In the long
term, the dividend should amount to
30-50% of earnings after tax.

Achieving this overall return objec-
tive calls for a stable earnings capabil-
ity and long-term profitability. As a
result, Sydkraft gives priority to satis-
factory market growth, while
maintaining profitability. The Group
must become increasingly competitive
in terms of product range, product
quality and productivity. Hence, each
business sector aims to ensure that
profitability fully matches the levels
achieved by competitors.

Changed conditions in terms of the
interest rate level, among other
factors, have resulted in the former
long-term return target of 15% for
shareholders equity being adjusted
downward to 11-13%, with a target of
12%. Expressed as an average, the
return over the past ten years has been
13.1%. 

In view of the capital-intensive
nature of operations and the possibili-
ties of achieving the required return on
shareholders’ equity, the Group’s long-
term goal is to achieve an assets/
equity ratio of approximately 35%. 
Some deviation from this ratio may be
permitted in periods of heavy invest-
ment. As one aspect of Sydkraft’s
ambition to maintain a high degree of
financial flexibility, and to permit the
company to undertake attractive
acquisitions and participate in the
restructuring of the energy industry,

Group review
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Financial targets and key ratios

Key ratio 1995 1996 1997 1998 1999 5-year 10-year Target
average average

Profit margin,% 21 18 36 20 20 23 21

Return on share- 
holders’ equity,% 12.6 11.8 19.9 10.7 9.6 12.8 13.1 12.0

Return on capital 
employed,% 12.5 11.7 18.5 10.9 9.5 14.6 13.3

Equity/assets ratio,% 38 38 40 40 41 40 37 35

Net indebtedness/
risk-bearing capital, 
multible 0.75 0.75 0.73 0.75 0.74 0.75 0.80

Dividend as a 
percentage of 
earnings, % 40 42 33 44 47 38 38 30-50

Administration Report

Report of the Board of Directors and the President for 1999



the equity/assets ratio has exceeded
this target in recent years. This has
had a negative impact on return on
shareholders’ equity. 

Sales and earnings

The Group’s net sales for 1999 totaled
SEK 14  779 M (15 283), down approx-
imately SEK 504 M, or 3%, compared
with 1998. 

Electricity sales totaled 29 257 GWh
(32 980). The 11% decrease was mainly
due to lower hydroelectric and nuclear
power production. Gas sales remained
largely unchanged at 8 259 GWh (8 237).
Sales of heat declined by 2% to 4 187
GWh (4 270). Sales of consulting and
contracting services to customers out-
side the Group rose by SEK 308 M. 

Pressure on prices, particularly in
the electricity market, remained
strong. In the services area, operations
continued to expand within several
segments, due to the acquisition of El
och Trafikteknik and the consulting
company Tellus, among other factors.

Operating expenses amounted to
SEK 9 914 M (9 954). As a result of the
lower hydroelectric and nuclear power
production, the relative proportion of
power purchased from the electricity
exchange and elsewhere increased.
This is the main reason for operating
expense not declining by more than
SEK 40 M. Operating expense included
SEK 12 M (16) for employee profit
participation.

Write-downs of fixed assets during
the year totaled SEK 43 M (236), most
of which related to the oil-fueled
Karlshamn plant.

Results from participations in associ-
ated companies, primarily related 
to the holdings in Hamburgische
Electricitäts-Werke (HEW) and
Graningeverkens AB, amounted to
SEK 468 M (431).

Combined, these factors resulted in
a decline of SEK 299 M in operating
profit to SEK 3 689 M (3 988). An
analysis of the trend of operating
profit is shown in the below table.

The Group’s financial net improved
by SEK 121 M to an expense of SEK
781 M (expense: 902). This was mainly
due to the Group being able to exploit
the increasingly low level of interest
rates during the year. 

The improvement in the financial
net was unable to fully offset the
decrease in operating profit and Group
profit after financial items amounted
to SEK 2 908 M (3 086), corresponding
to a decline of 6%.

The Group’s effective tax expense
amounted to 33.0% (32.7). The devia-
tion from the Swedish corporate tax
rate of 28% was largely due to higher
tax in the German associated
company HEW (see Note 7).

Group profit for the year amounted
to SEK 1 939 M (2 055).

The Marketing and Sales Business
Sector’s  net sales totaled SEK 6 059 M
(7 333), of which sales to customers
outside the Group totaled SEK 5 638
M (6 945). Operating profit amounted
to SEK 96 M (236), down SEK 140 M.

The decline in sales and volumes
was due to the transfer of a number of
electricity distribution and major cus-
tomer agreements to Sydkraft Energy
Trading during the year. 

Competition in the electricity mar-
ket has become progressively tougher
and electricity prices fell by about 5%
compared with the preceding year.
With the discontinuation of the hourly
metering requirement in Sweden on
November 1, 1999, the private market
segment has also become fully
exposed to competition.  

In addition to reduced electricity
sales volumes, the decrease in earnings
was attributable to increased market-
ing costs and preparations for
increased mobility in the private mar-
ket segment. Earnings during the final
quarter were also charged with
slightly more than SEK 90 M for
expected losses on an unprofitable
agreement signed in autumn 1997.

For information about market condi-
tions and development opportunities,

9

Change in operating profit SEK M

Operating profit 1998 3 988

Volumes and margins

Marketing and Sales 
Business Sector -136

Production Business Sector -471

Distribution Business Sector 4

Consulting and Contracting 
Business Sector -19

Energy Trading 169

Result from participations 
in associated companies 37

Writedowns 193

Capital gain on sales of shares -65

Other -11

Operating profit 1999 3 689
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please refer to the description of this
business sector on page 40. 

The Production Business Sector’s net sales
totaled SEK 7 091 M (8 242), of which
sales to customers outside the Group
accounted for SEK 555 M (621).
Operating profit amounted to SEK 
1 690 M (1 987), a decrease of SEK 297
M. Operating profit was charged with
write-downs totaling SEK 32 M (206)
related primarily to the oil-fueled
Karlshamn plant.

The decline in both sales and earn-
ings was mainly due to lower electric-
ity production and lower prices com-
pared with the preceding year.

Electricity production totaled 27 535
GWh (30 937).
Total hydroelectric power production
amounted to 11 370 GWh (13 514). The
decrease should be viewed in the light
of the extremely abundant water sup-
ply available in 1998, but hydroelectric
power production in 1999 still
exceeded a so-called normal year by
approximately 0.8 TWh.

Nuclear power produced 15 357 GWh
(16 509). The decrease was mainly due
to an extended inspection of both
Barsebäck 1 and 2 and Oskarshamn 2
and to a controlled cutback of nuclear
power due to the good availability of
hydroelectric power during the spring.
All reactors are in full production, with
the exception of Barsebäck 1, which
was decommissioned on November
30, 1999. As of this date, Sydkraft
receives replacement power from the
Swedish Government.

A total of 808 GWh (914) was pro-
duced via co-generation, gas turbine
and windpower plants. On January 1,
1999, blocks 1 and 2 at Karlshamn
Kraft AB were shut down. An agree-
ment has been signed with Svenska
Kraftnät regarding compensation for
reserve power from block 3 at the
Karlshamn plant as of October 1, 1999,
and up to April 2002.

Heat production amounted to 4 187
GWh (4 270). The decrease was due to
a slightly milder winter in 1999 com-
pared to 1998. Work to expand the
district heating system between
Hallsberg, Kumla and Örebro has been
completed and placed in operation.

The pressurized gasification test
program to obtain biofuel-based elec-
tricity and heat production from bio-
fuels at the Värnamo plant was con-
cluded as planned during October, fol-
lowing six years of research work.

For information about market condi-
tions and development opportunities,
please refer to the description of this
business sector on page 44.

Distribution Business Sector net sales
totaled SEK 4 619 M (4 658), of which
sales to customers outside the Group
accounted for SEK 4 173 M (4 034).
Operating profit amounted to SEK 
1 321 M (1 310), up by SEK 11 M.

All of the Sydkraft Group’s electric-
ity network and gas companies have
been assembled in the Distribution
Business Sector. The sector’s compa-
nies are responsible for the operation

Net sales and earnings per business sector

SEK M Net sales Of which, external Earnings

1999 1998 1999 1998 1999 1998

Marketing and Sales 6 059 7 333 5 638 6 945 96 236

Production 7 091 8 242 555 621 1 690 1 987

Distribution 4 619 4 658 4 173 4 034 1 321 1 310

Consulting and 
Contracting 2 565 2 186 1 347 1 039 133 148

Energy Trading 6 704 7 370 3 015 2 620 230 61 

Result from participations in
associated companies 468 431

Group eliminations, etc. -12 259 -14 506 51 24 -249 -185

Net sales 14 779 15 283 14 779 15 283

Operating profit 3 689 3 988

Net financial items -781 -902

Profit after net financial 
items 2 908 3 086



and maintenance of the network and
other facilities in order to transport
electricity, natural gas and LPG to the
network’s customers. In addition,
Sydgas is responsible for all purchas-
ing and delivery of natural gas to dis-
tributors in Helsingborg, Lund and
Ängelholm, as well as to the Helene-
holm plant in Malmö.  

During the year, the sector trans-
ported 31 554 GWh (31 363) of elec-
tricity. Unfortunately, the turbulent
autumn weather in 1999 caused some
prolonged disruptions in service to
many customers in mainly southern
Sweden. During the first weekend in
December, gales reached hurricane
force and Sydkraft experienced major
problems with salt build-up on
switchgear and blown-down transmis-
sion lines.

In cooperation with other main grid
and regional network owners,
Sydkraft is planning a fiber optic con-
nection of the electricity network con-
necting Malmö-Gothenburg-
Stockholm. 

Natural gas deliveries during the
year amounted to 7 313 GWh (7 294).
As in 1998, the weather during the
year was significantly warmer than
usual, particularly during the spring
and autumn periods. This led to a
decrease in deliveries for heating pur-
poses, while volumes for customers in
the industrial segment increased.

For information about market condi-
tions and development opportunities,
please refer to the description of this
business sector on page 48.

The Consulting and Contracting Business
Sector’s net sales totaled SEK  2 565 M
(2 186). Sales to customers outside the
Group accounted for SEK 1 347 M 
(1 039), which meant that external
sales rose to 53% (48). Operating
profit amounted to SEK 133 M (148), a
decrease of SEK 15 M. Operating earn-
ings were charged with write-downs
of SEK 11 M (16) related to certain
properties.

Acquisitions made during the year are
helping to strengthen and expand the
business sector’s operations. Sycon’s
acquisition of the consulting company
Tellus established Sydkraft in the envi-
ronmental management segment,
while ElektroSandberg’s acquisition of
El och Trafikteknik AB (ETA) strength-
ens operations in the traffic informa-
tion segment. Through these acquisi-
tions, the business sector gained
approximately 200 new employees
and additional sales of approximately
SEK 200 M. 

The trend of operating profit for IT
operations was positive. For WM-data
Ellips, the year was marked by strong
growth for consulting services, while
licensed sales of the company’s vari-
ous systems for the energy industry
also increased. 

Despite narrowing margins,
ElektroSandberg’s contracting and ser-
vice operations showed favorable sales
and earnings trends.

Operating earnings for Sycon
decreased as a result of lower demand
from the defense sector. Earnings were
also charged with restructuring costs.
The purpose of the restructuring work
is to increase market share and
volumes within the real estate sector,
particularly within selected geographic
growth areas.

For information about market condi-
tions and development opportunities,
please refer to the description of this
business sector on page 52.

Energy Trading’s net sales totaled SEK 
6 704 M (7 370), of which sales to cus-
tomers outside the Group amounted
to SEK 3 015 M (2 620). Operating
profit amounted to SEK 230 M (61), up
by SEK 169 M. The increase was pri-
marily due to lower purchase prices
for physical power in combination
with the settlement of financial hedging
contracts.

Prices in the spot market fluctuated
sharply during the year and on average
were about 2 öre/kWh lower than for

11



the preceding year. Because of the
price hedging conducted within the
framework of Sydkraft’s portfolio
management, the lower spot market
price levels did not have a full effect
on Group earnings. 

On November 1, 1999, Sydkraft
Energy Trading AB became the first
market player to receive full
authorization from Sweden’s Financial
Supervisory Authority to conduct
trading operations with energy deriva-
tives – futures, options – and curren-
cies on behalf of external customers,
and to transact business deals based
on energy derivative instruments
between different parties.

For information about market condi-
tions and development opportunities,
please refer to the description on 
page 56.

Profitability

During 1999, the Group’s operating
margin was 21.8% (23.3) and the
profit margin 19.7% (20.2).

The return on average equity after
tax during the year was 9.6% (10.7)
and the return on average capital
employed before tax was 9.5% (10.9).
The decrease was mainly due to a
continued increase in equity and inter-
est-bearing liabilities in combination

with a slightly lower level of earnings.
Earnings per share totaled SEK 10.15

(10.76).

Investments and acquisitions

During the most recent ten-year
period, Sydkraft has made substantial
strategic investments. Acquisitions
have been made of new companies
and investments made in production
and distribution plants. Of the SEK 37
billion in net investments made by the
Group during the past ten years, 80%
could be financed through cash flow
from operations.

Group investments during 1999
totaled SEK 3 857 M (3 185). 

Fixed asset investments in existing
operations amounted to SEK 1 652 M
(1 956). Normal reinvestments totaled
approximately SEK 1.6 billion. In addi-
tion to normal investments for
renewal and increased efficiency,
notable investments related to the
modernization of block 1 at the
Oskarshamn nuclear power plant, for
which Sydkraft’s share was SEK 137
M (345), and the expansion of the dis-
trict heating network linking Halls-
berg-Kumla-Örebro, for SEK 100 M.

During 1999, Sydkraft made a num-
ber of acquisitions and increased its
ownership in several jointly owned
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SEK M

Investments

1995 1996 1997 1998 1999

Shares Installations

Distribution of investments

1999 1998
SEK M % SEK M %

Electricity production plants

-  condensing power 561 34 686 35

-  hydroelectric power 126 8 168 9

-  windpower 7 - 7 -

Heat production/back pressure power 86 5 134 7

Transmission plants 52 3 60 3

Distribution plants 635 38 544 28

Other 185 12 357 18

Investments in existing operation 1 652 100 1 956 100

Plants in subsidiaries acquired 600 1 062

Participations in associated companies 1 605 167

Total investments 3 857 3 185
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companies. Investments in new sub-
sidiaries and shares in associated com-
panies totaled SEK 2 205 M (1 229).

In June, Sydkraft acquired the shares
outstanding in Sydgas for SEK 325 M,
making this company a wholly owned
Sydkraft subsidiary.

In August, Sydkraft acquired Osby
Energi AB for SEK 76 M. The district
heating operations conducted by the
company were retained by the
Municipality of Osby. Osby Energi
supplies approximately 70 GWh of
electricity to 4 200 customers in the
municipality. 

In September, Sydkraft acquired
49% of the shares in Norrköping Miljö
& Energi (NME) for SEK 1 350 M. The
NME Group has approximately 800
employees and annual sales of SEK
1 100 M. Core operations focus on the
electricity, district heating, water and
waste-based energy development areas.

In April, Sydkraft acquired the con-
sulting company Tellus, with 100
employees, through its subsidiary
Sycon. In September, the Göteborg
Energi subsidiary, El och Trafikteknik
AB (ETA) was acquired by the
Sydkraft subsidiary, ElektroSandberg.
ETA, which is primarily active in the
street lighting and traffic signals fields,
has 90 employees and annual sales of
SEK 120 M. 

Jointly with other players, a number
of electricity sales companies were
established. At the beginning of 1999,
Sydkraft formed the electricity sales
company Elektra Energihandel A/S on
the island of Sjaelland, Denmark, in
cooperation with the Danish compa-
nies Københavns Belysningsvesen
(KB), SEAS Distribution and Nordvest-
sjællands Elførsyning (NVE). The four
owners each have a 25% stake in the
new company. 

In June, Sydkraft and Birka Energi
implemented a barter transaction
within energy trading operations,
which resulted in Sydkraft becoming
the owner of the whole of
Östernärkes KraftFörsäljning AB and

in Birka becoming the owner of the
whole of Lidingö Energi Försäljning AB.

In January 2000, Sydkraft and
Härnösand Energi & Miljö, jointly
established HEMAB Elförsäljning AB,
to initially serve approximately 16 000
customers. Sydkraft owns 75% of the
new company and HEMAB the balance.

The acquisition of 49% of the
shares in Østfold Energi Nett AS and
Østfold Energi Kraftsalg AS for SEK
813 M was formally concluded on
March 1, 2000.

Cash flow and financial position

Sydkraft’s cash flow from operations
during the year was positive and
amounted to SEK 3 466 M (positive: 
3 536). Cash flow after investments
was negative and amounted to SEK
157 M (positive: 479).

During the past ten years, cash flow
from operations has been very favor-
able. The Group’s reinvestment
requirement is estimated to total SEK
1.6 billion a year, resulting in a free
annual cash flow of about SEK 2 billion.

Interest-bearing net liabilities
increased by SEK 0.7 billion, due mainly
to company acquisitions and totaled
SEK 19.3 billion (18.6) at year-end. The
ratio between net borrowing liabilities
and risk-bearing equity was 0.74 (0.75).

At year-end 1999, the equity/assets
ratio was 41% (40) and the proportion
of risk-bearing equity was 51% (50).

Liquid funds
At the end of 1999, the Group’s liquid
funds, including cash investments,
amounted to SEK 1 352 M (1 159), or
9% of sales.

Interest-bearing liabilities
Interest-bearing liabilities are primarily
long term, and amounted to SEK 20.7
billion at year-end (19.7). The increase
of SEK 1.0 billion was mainly due to
the acquisition of companies. 

Interest-bearing liabilities at year-
end consisted of 25% partner financ-
ing (see Note 24), 50% financing in
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SEK, and 25% financing in DEM.
Maturity dates and interest exposure
for Group borrowing are indicated in
the diagrams.

Shareholders’ equity
Shareholders’ equity increased by SEK
1.0 billion to SEK 20.8 billion (19.8).
Net earnings in 1999 contributed SEK
1.9 billion, while distribution of divi-
dends to Sydkraft AB shareholders for
the 1998 financial year reduced this
amount by SEK 0.9 billion.

Proposed dividend
The proposed dividend for 1999 is
SEK 4.75 per share (4.75), correspond-
ing to SEK 907 M. 

The dividend proposed represents
47% of Group profit for the year.
During the most recent five-year period,
the dividend has averaged 38% of
Group profit after tax, which is in line
with Sydkraft’s policy that the dividend
should correspond to between 30%
and 50% of profit after tax.

Outlook for 2000

The strong economic conditions expe-
rienced in the Nordic region during
1999 are expected to continue through
2000. The anticipated growth in the
Nordic market, particularly in the elec-
tricity segment, is based on forecasts
of an approximately 1-2% rise in eco-
nomic activity, but the very mild start
to year 2000 means that sales could be
lower. The good reservoir levels mean
that prices in the electricity market are
and will remain low, at least during
the first half of the year. Both heat and
gas sales are being adversely affected
by the mild weather conditions at the
beginning of the year. The business
trend and the mild winter are expected
to result in some earnings growth in
the Consulting and Contracting
Business Sector. 

The foundations for an efficiency-
improvement program were laid in
1999, the effects of which are expected

to be felt during the current year. This
will offset to some extent the negative
impact of increasing price competition
and the mild weather conditions at the
beginning of the year.

Risk management

The Group’s risk scenario is constantly
changing. This is further accentuated
by the deregulation of the electricity
market. The need for a holistic
approach, through which the Group’s
combined risks are managed in an
integrated manner, is increasing. Such
an approach will also provide the
scope to decide which risks should be
transferred out of the Group in return
for some sort of premium, thereby
creating the opportunity to increase
risk-taking in other areas.

Many risks are handled within the
Group’s everyday operations. This
applies particularly to the operating
risks involved in such areas as health,
the environment, safety, fire and dis-
ruptions as a result of various physical
damage incidents. IT risks are handled
by specialists. Financial risks are hand-
led by the central treasury department,
while management and personnel
development issues are handled by the
Human Resources departments. Risks
associated with energy operations have
been grouped in a special company.

In addition to these risks, external
risks are increasing in significance.
Examples of external risks are the
effects of specific competitor actions
and political decisions. Such matters
place major demands on ensuring that
the overall risk scenario is known and
has been carefully considered.
The assumption of risk is highly con-
trolled, maintained at an acceptable
level and contributes to company prof-
itability and customer benefits. Risk
management is a natural part of the
operations performed on behalf of
Group management. The largest risks
are handled within Sydkraft AB’s
Board of Directors.

SEK M
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Financial risk management
The Group’s financial risks consist of
currency risks, refinancing and inter-
est-rate risks, and credit risks.
Sydkraft’s finance unit actively identi-
fies and handles these risks for the
entire Group. The hedging of electric-
ity price risks by using power deriva-
tives is described on pages 56-59.

•Currency risk
The Group’s exposure in foreign cur-
rencies in the course of business oper-
ations mainly occurs in connection
with the purchase and sale of electric-
ity on the Nordic electricity exchange
and transactions with other counter-
parties. This exposure primarily
involves NOK, but it also applies to
DEM and DKK. Other operative cur-
rency exposure occurs as a result of
fuel purchases in DKK and USD.

Financial currency exposure occurs
for interest expenses in DEM for the
financing related to the shareholdings
in VEBA, HEW and e.dis Energie Nord
(formerly HEVAG), for which hedge
accounting has been employed. About
50% these interest expenses are covered
by inflows, mainly dividends, in DEM.

The Group applies a policy of mini-
mizing flow risk by hedging the prin-
cipal parts of net requirements on the
futures market or via currency options.

•Refinancing and interest-rate sensitivity
The objective is to minimize the
Group’s refinancing risk by means of
an even distribution of maturity dates
and a diversified loan portfolio. Group
policy is that the loan portfolio should
have an average outstanding maturity
of at least three years. As a result of its
strong financial position, and hence its
high credit rating, the Group has
access to a large number of international
credit markets. Sydkraft has a Standard
& Poor’s A+ credit rating for long-term
borrowing and a K-1 and A1 rating for
short-term borrowing. 

Interest-rate sensitivity is offset by

achieving a balance between borrow-
ing at variable and fixed interest rates.
A maximum of 55% of interest-bear-
ing net indebtedness may be based on
variable interest rates. 

The Group’s liquid funds, which
normally correspond to about 10% of
sales, are invested in interest-bearing
securities with high creditworthiness
and high liquidity.

With its present financial structure,
the Group has an interest-rate sensitiv-
ity of  approximately +/- SEK 50 M to
a general change in interest rates of 1
percentage point distributed evenly
over the next 12-month period.

•Credit risks
The Group’s financial credit risk is the
counterparty risk involved in every
transactions. Liquid funds are placed
in interest-bearing securities or corre-
sponding instruments, issued by coun-
terparties with a K-1 rating and by
major Swedish commercial banks. 

Other credit risks take the form of
derivatives, which are described below.

•Derivative products
Derivative instruments, such as
currency futures, currency options,
interest-rate futures and interest-rate
and currency swaps, are employed to
achieve the financial structure desired.

Currency futures and options are
primarily used to hedge flow exposures
in connection with fuel purchases,
purchases and sales of electricity and
interest expenses. Interest-rate futures
of the FRA type (Forward Rate
Agreement) and interest-rate swaps
are used to hedge exposures to
variable interest rates or to achieve the
balance desired between fixed and
variable rates. Interest-rate and currency
swaps are employed to transform for-
eign currency loans into SEK, thus
achieving the desired interest structure.

Outstanding derivative instruments
at year-end 1999 amounted to a nomi-
nal sum of approximately SEK 10 bil-

lion. The Group’s counterparties con-
sist exclusively of Swedish banks or
parties with a Standard & Poor’s credit
rating of at least A+. In such swaps,
the Group’s risk is the possibility that
the counterparties on which the
Group has claims will be unable to
meet their contractual liabilities. The
loss risk may be considered to be the
cost of compensating for such swaps
at market terms. At year-end 1999,
this risk was estimated to be approxi-
mately SEK 380 M.

Agreement regarding Barsebäck

On November 30, 1999, the Swedish
Government, Sydkraft and Vattenfall
reached a solution – a framework
agreement – regarding the Barsebäck
nuclear power plant. The agreement
relates to both of the Barsebäck reac-
tors and means that Sydkraft will be
compensated with a corresponding
amount of electricity production, at
the same cost and with the same envi-
ronmental impact. 

Barsebäck was decommissioned on
November 30, 1999, at which time
Sydkraft immediately received
replacement power from the
Government via Vattenfall. A special
interim agreement regulates these
deliveries until the framework agree-
ment formally comes into force during
year 2000.

The Barsebäck and Ringhals nuclear
power plants will be merged to form a
single corporate group, in which
Sydkraft will have a 25.8% holding. If
Barsebäck 2 is subsequently decom-
missioned as a result of a political
decision, Sydkraft will receive a higher
proportion, about 30%. 

Sydkraft will pay SEK 113 M per
year in addition to the production
costs for Ringhals, since production
costs in Barsebäck are approximately
1.4 öre/ kWh higher than at Ringhals.

The Government’s costs include the
additional costs incurred for so-called
“single operation” of Barsebäck 2 and
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for decommissioning and maintaining
the service operations of Barsebäck 1.
This compensation will be paid annu-
ally, with an initial amount of nearly
SEK 400 M, which will be reduced
each year to a figure of approximately
SEK 240 M in the final year. Based on
a present-value computation, this
compensation will amount to approxi-
mately SEK 3.3 billion. 

Decommissioning and demolition
responsibility for the Barsebäck plant
will continue to rest with Sydkraft,
while the corresponding responsibility
for the Ringhals plant will rest with
Vattenfall.

At the Special General Meeting on
December 22, 1999, shareholders
voted to approve the proposed volun-
tary settlement. At the Special General
Meeting, an independent third party –
Handelsbanken Markets – presented
its view of the proposed settlement to
the shareholders. In its evaluation,
Handelsbanken Markets stated that
Sydkraft is not negatively affected by
the financial transactions, or by the
terms of the agreement in general.
Furthermore, Standard & Poor’s con-
siders the agreement to be neutral
from a credit-rating viewpoint and has
accordingly affirmed the Sydkraft rating.

The proposed agreement is subject
to the approval of the Swedish
Government/Parliament, which is
expected in spring/early summer 2000.

Operations subject to permits in

accordance with Sweden’s environ-

mental code

The Group conducts some 50 opera-
tions that are subject to notification or
permits in accordance with Sweden’s
Environmental Code, of which about
one third are A-classified plants. In
addition, Sydkraft conducts about 100
operations that are subject to conditions
established in accordance with the rul-

ings of Sweden’s Riparian Court.
Those Group operations subject to
permits and notifications have an
impact on the external environment,
principally through the large power
companies Barsebäck Kraft, OKG,
Karlshamn Kraft, Sydkraft Värme
Malmö and Sydkraft Värme Mälar-
dalen. These companies conduct elec-
tricity and heat production operations
that have an effect on the external
environment mainly as a result of
emissions into air and water and
through the risk of accidents, visual
impacts and noise. For information
about Sydkraft’s work in the environ-
mental area, please refer to page 60. 

Information technology

Information Technology, or IT, is an
important component of Sydkraft’s
business strategy and investments are
currently under way in several areas of
the Group. Sydkraft has successfully
used IT to automate its operations and
to monitor its production plants and
distribution network. The systems in-
stalled in these areas are supplemented
and renewed as part of the Group’s
ongoing internal efficiency-enhance-
ment measures.

Customer communications and
trading will increasingly be conducted
electronically – mainly via the Internet.
The new systems being developed
focus particularly on such possibilities.

New services are being opened up
within the IT field as a result of per-
sonnel skills and a combination of
large geographic coverage with the
Group’s special infrastructure. These
services are being developed to
support and package existing business
concepts and to develop completely
new business.

Sydkraft’s shift into the new millen-
nium was achieved exactly as planned
and all production-critical IT systems
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functioned normally. No interruptions
or deviations were noted and energy
supply to customers remained
unaffected. The cost for safeguarding
these systems amounted to approxi-
mately SEK 70 M, which was less than
originally estimated.

Sydkraft and the euro

The Sydkraft Group’s preparations
and planning for handling the new
euro currency have mainly focused on
providing estimates and issuing
invoices in the new currency, should
customers so require, and exploiting
the supplier benefits that may result
from increased pressure on prices due
to euro pricing.

For the time being, Sydkraft is not
planning to switch to the euro for its
financial reporting or share price quo-
tations.

Research and development

Sydkraft’s total costs for research and
development within the Group during
1999 amounted to SEK 175 M (189).
Of this amount, SEK 112 M (125) was
used for the development of new tech-
nologies and operations and the con-
tinued demonstration of various facili-
ties. The remaining SEK 63 M (64) was
used for research and development
and increased availability and safety in
the Group’s nuclear power plants.

Personnel

The average number of employees in
the Group during 1999 totaled 6 526 
(6 226). Salaries, wages and other
remuneration to employees totaled
SEK 1 706 M (1 616).

Refund of consolidation surplus

During October 1999, the Swedish
Staff Pension Society (SPP) announced
that approximately SEK 600 M had
been reserved for allocation to compa-

nies in the Sydkraft Group. This sum
has not been taken into account in the
annual report. To date, no decision has
been reached about the manner in
which these funds may be used. 

Parent company

The Parent Company had net sales of
SEK 6 412 M (7 440).

The Parent Company’s net profit for
the year totaled SEK 1 243 M (980). 

Including cash investments, the
Parent Company had liquid funds of
SEK 937 M (1 097) at year-end 1999.

Total investments amounted to SEK
2 676 M (798) and related primarily to
shares.

Work of the board during the year

The Sydkraft AB Board of Directors
consists of 14 members elected by the
Annual General Meeting and two
members, plus two deputies, elected
by the employee organizations. Other
members of the staff participate in the
Board meetings in connection with
specific presentations.

The main owners of Sydkraft, repre-
senting 88% of the voting rights, dis-
cuss the composition of the Board and
proposals concerning members prior
to the Annual General Meeting. The
Nomination Committee consisted of
representatives from PreussenElektra,
Statkraft and the Municipalities. The
Nomination Committee can be con-
tacted through the Board Secretary. At
the Annual General Meeting on May
10, 1999, the following Sydkraft AB
Board members were elected: Bengt
Ekberg, Halmstad, Heinz Dieter
Waffel, Hannover, and Lars Wallstén,
Landskrona. The following Sydkraft
AB Board members declined
reelection: Dr Hans-Ulrich Fabian, 
Per-Olof Järvegren and Anders Karlsson.

The Board’s established working
procedures govern the Board’s work

and areas of responsibility, its duties
and decision-making authority. They
also include rules for the handling of
information and guidelines for evalu-
ating the work of both the Board and
the president.

During 1999, the Board had six reg-
ular meetings, three special meetings
and one statutory meeting.

In addition to the normal financial
reports, the most important issues
addressed by the Board during 1999
related to corporate acquisitions, the
Group structure, organizational
changes, Year 2000 problems and mar-
keting issues, including the Group’s
new corporate image and brand devel-
opment campaigns. Other matters that
were addressed related to the
Government’s decision to prematurely
decommission nuclear power.   
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Consolidated statement of income

Note Amounts in SEK M 1999 1998

1 Energy sales 12 889 13 800

2 Other sales 1 890 1 483

3 Net  sales 14 779 15 283

4 Operating expense -9 914 -9 954

5 Depreciation and write-downs of tangible

and intangible assets -1 680 -1 789

Other operating revenue/expense 36 17

Result from participations in associated companies 468 431

Operating profit 3 689 3 988

6 Financial income 166 187

Profit before financial expense 3 855 4 175

6 Financial expense -947 -1 089

Profit after financial income and expense 2 908 3 086

7 Taxes -961 -1 010

8 Minority interest -8 -21

Net profit for the year 1 939 2 055
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Note Amounts in SEK M 1999 1998

Cash flow from operations

Profit after financial income and expense 2 908 3 086

Result from participations in associated 

companies, excluding dividends received -277 -267

Capital gain from sale of shares - -78

Net capital gain/loss -48 -15

6 Change in interest receivables/liabilities -53 -251

Depreciation and write-downs 1 680 1 789

Paid taxes -848 3 362 -747 3 517

Cash flow before change in working capital 3 362 3 517

Change in operating receivables 182 218

Change in operating liabilities -33 -308

Change in inventories -45 104 109 19

Cash flow from operations 3 466 3 536

Investment operations

Fixed assets sold, excluding shares 88 123

Shares sold 11 -5591)

Investments in plants -1 652 -1 956

Investments in associated companies -1 605 -167

Long-term receivables -42 113

9 Acquisitions of Group companies -423 -3 623 -611 -3 057

Cash flow after investments -157 479

Financing operations

Net borrowing 1 270 646

Dividends paid (incl. dividends to minority) -920 350 -1 153 -507

Change in liquid funds 193 -28

Liquid funds at year-end 1 352 1 159

1) Of which tax in connection with sale of shares -645

Consolidated statement of cash flows
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Consolidated balance sheet

Note Amounts in SEK M Dec. 31, 1999 Dec. 31, 1998

Fixed assets

10 Intangible assets 204 197

Tangible assets

10 Land and other real property 11 894 11 900

10 Buildings 2 255 2 394

10 Plant and machinery 19 719 19 199

10 Equipment, tools, fixtures and fittings 440 462

10 Construction in progress and advance payments 1 015 35 323 763 34 718

Financial assets

12,14 Participations in associated companies 7 816 6 721

Receivables from associated companies 82 126

13,14 Other securities held as fixed assets 754 757

Other long-term receivables 200 8 852 108 7 712

Total fixed assets 44 379 42 627

Current assets

Inventories

15 Raw materials and consumables 1 933 1 888

Prepayment to suppliers 15 1 948 30 1 918

Current receivables

Accounts receivable, trade 2 092 2 103

Receivables from associated companies 251 366

Income taxes recoverable 89 -

Other receivables 250 99

16 Prepaid expenses and accrued revenues 743 3 425 750 3 318

17 Current investments 876 977

Cash and due from banks 476 182

Total current assets 6 725 6 395

Total assets 51 104 49 022

18 Tax assessment values 26 494 26 758

19 Funds for future handling of highly 

active spent nuclear fuel 6 630 6 713

Assets
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Consolidated balance sheet

Equity and
liabilities

Note Amounts in SEK M Dec. 31, 1999 Dec. 31, 1998

20 Equity

Restricted:

Share capital 1 910 1 910

Restricted reserves 12 214 14 124 12 118 14 028

Unrestricted:

Retained earnings 4 671 3 617

Net profit for the year 1 939 6 610 2 055 5 672

Total equity 20 734 19 700

8 Minority interest 98 114

Provisions

Provisions for pensions 72 97

21 Provisions for deferred tax 5 150 4 861

22 Other provisions 434 5 656 399 5 357

Total provisions 5 656 5 357

Liabilities

23,24 Interest-bearing liabilities

Bond loans 6 610 3 612

Liabilities to credit institutions 13 615 15 666

Liabilities to associated companies 32 10

Other interest-bearing liabilities 401 20 658 435 19 723

23 Non interest-bearing liabilities

Accounts payable, trade 1 074 812

Liabilities to associated companies 12 31

Income tax liability - 198

Other non interest-bearing liabilities 935 1 258

25 Accrued expenses and prepaid revenue 1 937 3 958 1 829 4 128

Total liabilities 24 616 23 851

Total equity and liabilities 51 104 49 022

26 Contingent liabilities 283 389

27 Pledged assets 1 766 1 661
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Statement of income

Amounts in SEK M Note 1999 1998

Energy sales 1 6 326 7 322
Other sales 2 86 118

Net sales 31 6 412 7 440
Operating expense 4, 31 -6 846 -8 043
Depreciation and 
write-downs of tangible 
and intangible assets 5 -11 -21
Other operating revenue/expense - 67

Operating profit -445 -557
Financial income 6 2 916 2 440

Profit before financial expense 2 471 1 883
Financial expense 6 -950 -667

Profit after financial income and expense 1 521 1 216
Depreciation below plan 30 6 7
Transfer to tax-deferral reserve -162 -139

Profit before taxes 1 365 1 084
Taxes -122 -104

Net profit for the year 1 243 980

Balance sheet

ASSETS
Amounts in SEK M Note Dec. 31, 1999 Dec. 31, 1998

Fixed assets
Tangible assets
Land and other real property 10 139 152
Buildings 10 87 97
Plant and machinery 10 14 33
Equipment, tools, fixtures 
and fittings 10 1 5
Construction in progress and 
advance payments 10 - 241 23 310
Financial assets
Participations in Group 
companies 11, 14 9 358 8 580
Receivables from Group 
companies 14 559 17 192
Participations in associated 
companies 12, 14 7 715 6 176
Receivables from associated 
companies - 1
Other securities held as fixed assets 13, 14 745 742
Other long-term receivables 38 32 415 37 32 728

Total fixed assets 32 656 33 038

Current assets
Current receivables
Accounts receivable, trade 125 193
Receivables from Group companies 7 161 4 426
Receivables from associated companies 108 106
Income taxes recoverable 90 94
Other receivables 182 65
Prepaid expenses and 
accrued revenue 16 21 7 687 37 4 921
Current investments 17 702 934
Cash and due from banks 235 163

Total current assets 8 624 6 018

Total assets 41 280 39 056

Tax assessment values 18 254 276

Statement of cash flows

Amounts in SEK M 1999 1998

Cash flow from operations 421 720
Investment operations
Fixed assets sold, excluding shares 71 15
Shares sold 13 -3721)

Investments in plants -13 -26
Investments in shares and participations -2 663 -771
Long-term receivables 680 -1 912 -566 -1 720

Cash flow after investments -1 491 -1 000
Financing operations
Group contribution 88 291
Net borrowing 2 150 1 891
Dividends paid -907 1 331 -1 146 1 036

Change in liquid funds -160 36

Liquid funds at year-end 937 1 097

1) Of which tax in connection with sale of shares -645

EQUITY AND LIABILITIES
Amounts in SEK M                         Note Dec. 31, 1999 Dec. 31,1998

Equity 20

Restricted:
Share capital 1 910 1 910
Statutory reserve 2 743 4 653 2 743 4 653
Unrestricted:
Retained earnings 13 484 13 221
Net profit for the year 1 243 14 727 980 14 201

Total equity 19 380 18 854

Untaxed reserves
Accumulated excess depreciation 30 71 77
Tax-deferral reserve 1 530 1 601 1 368 1 445

Total untaxed reserves 1 601 1 445

Provisions 
Provisions for pensions 8 9

Total provisions 8 9

Liabilities
Interest-bearing liabilities 23, 24

Bond loans 5 732 2 298
Liabilities to credit institutions 6 890 8 313
Owed to Group companies 3 147 3 095
Liabilities to associated companies 32 10
Other interest-bearing liabilities 104 15 905 39 13 755

Non interest-bearing liabilities 23

Accounts payable, trade 36 74
Owed to Group companies 4 145 4 592
Other non interest-bearing liabilities 6 120
Accrued expenses and 
prepaid revenue 25 199 4 386 207 4 993

Total liabilities 20 291 18 748

Total equity and liabilities 41 280 39 056

Contingent liabilities 26 4 163 4 688
Pledged assets 27 7 45

Parent company
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Ten-year summary

Amounts in SEK M 
unless otherwise indicated 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

GROUP

From the Statements of income:

Net sales 7 082 9 066 9 500 11 637 12 118 12 155 13 556 14 513 15 283 14 779

Depreciation according to plan 763 969 1 051 1 248 1 230 1 257 1 278 1 485 1 553 1 636

Operating profit 2 098 2 778 2 673 3 329 3 464 3 543 3 460 3 996 3 988 3 689

Financial items, net -904 -1 078 -1 180 -1 248 -1 282 -1 044 -956 1 185 -902 -781
of which exchange rate 

differences 47 -23 -319 -143 46 -2 3 -49 - 11

Profit after net financial items 1 194 1 700 1 493 2 081 2 182 2 499 2 504 5 181 3 086 2 908

Net profit for the year 717 1 204 1 185 2 122 1 358 1 790 1 818 3 463 2 055 1 939

From the Balance Sheets:

Fixed assets 16 788 21 043 23 448 32 983 33 215 33 428 35 315 41 054 42 627 44 379

Current assets 3 703 4 390 6 488 5 669 6 247 5 915 6 759 6 441 6 395 6 725

Equity incl. minority 6 432 9 314 10 157 11 872 13 763 15 041 16 157 18 882 19 814 20 832

Liabilities and provisions 14 059 16 119 19 779 26 780 25 699 24 288 25 917 28 613 29 208 30 272

Balance sheet total 20 491 25 433 29 936 38 652 39 462 39 343 42 074 47 495 49 022 51 104

Investments 1 151 5 008 3 508 12 087 1 628 1 473 3 301 8 956 3 185 3 857

Key Ratios:

Earnings per share 1), SEK 4.30 6.65 6.55 11.73 7.64 9.37 9.52 18.13 10.76 10.15

Return on equity after taxes, % 11 15.3 12.3 19.3 10.4 12.6 11.8 19.9 10.7 9.6

Return on capital employed 

before taxes, % 15 16.8 14.5 15.1 12.3 12.5 11.7 18.5 10.9 9.5

Return on total capital before 

taxes, % 12 13.1 11.2 11.9 9.8 9.8 9.2 14.5 8.7 7.7

Equity/assets ratio, % 32 37 34 31 35 38 38 40 40 41

Risk-bearing capital/total capital, % 42 48 44 39 44 48 48 49 50 51

Degree of self-financing, % 105 49 64 33 209 261 87 82 116 96

Profit margin, % 17 19 16 18 18 21 18 36 20 20

Interest coverage ratio, multiple 2.0 2.3 1.9 2.0 2.3 2.8 3.1 5.0 3.8 4.1

Debt/equity ratio, multiple 1.5 1.1 1.3 1.6 1.3 1.0 1.1 1.0 1.0 1.0

Other highlights:

Dividend per share 1) SEK 1.76 2.05 2.20 2.64 3.25 3.75 4.00 6.00 4.75 4.752)

Sales of electricity, GWh 26 223 25 747 25 079 31 141 31 215 30 120 31 218 32 025 32 980 29 257

Sales of gas, GWh 5 508 6 047 6 999 7 655 7 565 7 709 8 079 8 075 8 237 8 259

Sales of heat, GWh 145 2 482 2 386 2 999 2 950 3 088 3 371 4 317 4 270 4 187

Average number of employees 3) 4 272 5 009 5 751 5 746 5 622 5 568 5 392 5 646 6 226 6 526

Wages and salaries 3) 718 903 1 111 1 218 1 198 1 260 1 260 1 447 1 616 1 706

Payroll expenses 3) 331 422 428 484 510 520 551 647 761 791

1)  Adjusted for share issues
2)  Proposed dividend
3)  Average number of employees shows the actual numbers in the consolidated companies. The personnel costs for the electricity production companies have been included according to Sydkraft’s

share of ownership (see note 28)
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Consolidated accounts
The consolidated accounts have been pre-
pared in accordance with the purchase
method and with Recommendation No. 1
of the Swedish Financial Accounting
Standards Council.

The consolidated financial statements
include production companies and other
companies.

Production companies, in which owner-
ship is governed by consortium agreements
which stipulate that the owners have rights
and obligations in proportion to their hold-
ings, are reported in accordance with the
proportional consolidation method,
irrespective of share ownership. This
means that the consolidated financial state-
ments include participations corresponding
to the ownership proportion in each indi-
vidual balance sheet and income statement
item.

Other companies:
• Subsidiaries are fully consolidated.
• Associated companies are reported in 

accordance with the equity method. 
The book value of shares and partici-
pations in associated companies is 
adjusted each year to take into account 
the current year’s profit participation, 
after tax, less dividend received and 
depreciation on surplus values. For time-
related reasons, it has not always been 
possible to include the financial results 
for associated companies in the Sydkraft 
report for the corresponding period. In 
such cases, reporting is based on
predicted earnings for the final quarter 
for the company concerned, thus provid-
ing a fair seasonal account of the period. 
Adjustment for deviations from forecast 
amount is made in the subsequent 
quarter.

• Other shareholdings are reported in 
accordance with the acquisition cost 
method. 

Revenue and expenses in companies
acquired in the course of the year are
included in the consolidated financial state-
ments as from the date of acquisition. In
the case of companies divested during the
year, revenue and expenses are not
included.

Revenue
Operating revenue is reported at the time
of delivery and exclusive of energy and
value-added taxes. Consulting and
contracting work on fixed-priced contracts
are recognized as profit as the work on the
contract develops. Work on current
accounts has been recognized as profit on
an ongoing basis.

Energy derivatives
Trading in the energy derivatives market is
conducted with a two-fold objective,

whereby the reporting method used is con-
trolled by the purpose of the business
transaction. When the intention of trading
in the energy derivatives market is to hedge
the price level of physical business flows,
the outcome is reported in accordance with
the so-called deferred-hedging method,
which means that the results of such opera-
tions are reported at the redemption date. 

Instruments that are traded without any
connection to physical transactions are val-
ued at actual value on an ongoing basis,
which can be defined as market value less
the costs related to the closure of open
positions. The results of trading operations
are reported as other sales. A provision is
made in restricted reserves in an amount
corresponding to the unrealized gains,
which in turn means that no distribution of
unrealized profit can be made.

Reporting of leasing agreements
Only a relatively minor proportion of the
Group’s assets are utilized via leasing
agreements. All of the agreements are of an
operational character and extend for peri-
ods of less than three years. The cost to the
Group of the leasing agreements in ques-
tion is insignificant.

Taxes
In the Group, taxes are reported in accor-
dance with the full-tax method. This
means that provisions are also made for
deferred taxes relating to such revenue and
expense items that affect both accounting
and income tax, but during different peri-
ods of time. Such taxes are based on the
tax charge in effect at year-end.

Fixed assets
Plants and intangible assets are reported at
acquisition value after deduction for accu-
mulated depreciation. Depreciation is made
on a straight-line basis for the estimated
economic life of the plant, as indicated in
note 5.

Receivables and liabilities in foreign currencies
Receivables and liabilities in foreign curren-
cies are valued at the year-end exchange
rate, with the exception of shares and
related borrowing in DEM concerning the
German companies e.dis Energie Nord,
HEW and VEBA. For these items, hedge
accounting is applied, which means, in the
case of the Parent Company, that the rate
of exchange at the time of acquisition is
employed for both assets and liabilities. In
the Group, the e. dis Energie Nord and
VEBA shareholdings are reported, together
with the related financing, in the same way
as in the Parent Company, while for HEW
both the equity portion and the relating
financing have been adjusted with the dif-
ference between the year-end and acquisi-
tion rate.

Where there has been hedging by means

of forward contracts, the forward rate has
been employed.

Changes in the currency and interest-rate
composition of certain liabilities have
occurred as a result of currency and inter-
est-rate swap agreements. Valuation of
these liabilities takes such agreements into
account.

Exchange-rate differences on financial
receivables and liabilities are reported in
the income statement under “Financial
income and expense,” while other
exchange-rate differences are included in
“Operating expense.”

Inventories
Inventories primarily consist of nuclear fuel
and oil. Valuation has been made in accor-
dance with the lowest of acquisition value,
as determined by the first in/first out (FIFO)
principle, and replacement value.

Receivables
Receivables are reported in accordance
with the amounts expected to be received.

Current investments
Bonds, commercial paper and other inter-
est-bearing instruments are reported as
“Current investments”.

Current investments are valued, for the
portfolio as a whole, at the lower of acqui-
sition value or market value at year-end.

Appropriations and untaxed reserves
Tax legislation in Sweden permits alloca-
tions to untaxed reserves. This results in
postponement of tax payments, since
untaxed reserves are not subject to tax until
they are utilized.

In accordance with the Swedish
Financial Accounting Standards Council’s
recommendation regarding consolidated
financial statements, untaxed reserves are
divided in the consolidated balance sheet
into deferred taxes and equity, which are
reported as a provision or restricted equity,
respectively.

No appropriations are reported in the
consolidated income statement. The tax
cost of such appropriations has been calcu-
lated on the basis of a 28% rate of tax and
is reported as a deferred tax expense.

Provisions
Provisions are made for known measures,
or anticipated risks, based on an individual
assessment.

Pensions
Various pensions plans exist in the Group.
All commitments which have not been
secured with external parties are entered as
liabilities in the balance sheet.

Accounting principles



1 Energy sales

SEK M Group Parent Company
1999 1998 1999 1998 

Sales of electricity 7 074 8 039 6 326 7 321
Electricity distribution 3 247 3 150 - -
Sales of gas 918 935 - -
Sales of heat 1 650 1 676 - 1

Total 12 889 13 800 6 326 7 322

Sales do not include energy tax on electricity. Total tax on electricity for
the Group amounted to SEK 1 455 M (1 463).

2 Other sales

Other sales consisted principally of contracting, services and sales of fuel.

3 Net sales and operating profit, by business sector

Group
SEK M Net sales Operating profit

1999 1998 1999 1998

Marketing and Sales 
Business Sector 6 059 7 333 96 236
Production Business Sector 7 091 8 242 1 690 1 987
Distribution Business Sector 4 619 4 658 1 321 1 310
Consulting and Contracting 
Business Sector 2 565 2 186 133 148
Energy Trading 6 704 7 370 230 61
Result from participations in 
associated companies - - 468 431
Group eliminations etc. -12 259 -14 506 -249 -185

Total 14 779 15 283 3 689 3 988

Trading between business sectors is conducted on commercial terms.

4 Operating expense

SEK M Group Parent Company
1999 1998 1999 1998

Raw materials and consumables 946 1 182 12 9
Goods for resale 3 179 3 141 6 140 7 383
Excise duties etc. (see below) 637 875 2 2
Other external costs 3 040 2 690 584 516
Personnel costs (see also note 31) 2 600 2 607 108 133
Capitalized work for own account -488 -541 - -

Total 9 914 9 954 6 846 8 043

Excise duties etc.
Fuel taxes 207 202
Property tax 107 325
Nuclear power tax 323 348

Total 637 875

5 Depreciation and write-downs of tangible and 
intangible assets

SEK M Group Parent Company
1999 1998 1999 1998

Intangible assets 43 43 - -
Land improvements 15 31 3 3
Buildings 162 176 4 5
Plant and machinery 1 315 1 407 3 11
Equipment, tools, fixtures 
and fittings 145 132 1 2

Total 1 680 1 789 11 21

Of which write-downs of:
- plant and machinery 32 196 - -
- buildings and land improvements 11 40 - -

Depreciation is distributed in equal annual amounts over the estimated
economic life of the assets. The following economic life-spans are used. 

No depreciation for land and water rights
Land improvements for all types of plants 20 years
Hydroelectric power plants 40-50 years
Other electricity and heat-production plants 15-25 years
Transmission and distribution plants 30-33 years
Storage and workshop buildings 25 years
Office buildings 50 years
Operations control system 10 years
Meters 10-20 years
Equipment 3-5 years
Intangible assets 5-10 years

Depreciation is based on the acquisition value of the assets.
Depreciation on buildings and land improvements corresponds to fiscal
depreciation rules.

2525

Notes
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6 Financial income and expense

SEK M Group Parent Company
1999 1998 1999 1998

Dividends from Group companies - - 1 077 551
Dividends from associated 
companies - - 191 166
Other dividends 55 50 52 48
Interest income from Group 
companies - - 1 519 1 584
Interest income from associated 
companies 8 9 5 5
Other interest income 86 111 58 72
Exchange gains 14 2 14 1
Capital gain from disposal of 
financial assets - 13 - 13
Other financial income 3 2 - -

Total financial income 166 187 2 916 2 440

Write-downs of financial assets - - -330 -
Interest expense to Group 
companies - - -131 -157
Interest expense to associated 
companies - - -1 -
Other interest expense1) -925 -1 079 -473 -503
Exchange losses -3 -2 -2 -1
Other financial expense -19 -8 -13 -6

Total financial expense -947 -1 089 -950 -667

Net financial income and expense -781 -902 1 966 1 773

1) The Group´s interest payments amounted to SEK 975 M (1 329).

7 Tax on profit for the year

SEK M Group
1999 1998

Current taxes 561 696
Deferred taxes 127 59
Share in taxes of associated companies 273 255

Total 961 1 010

%
Nominal tax rate 28.0 28.0
Foreign tax 3.4 3.5
Non tax-deductible depreciations 2.3 1.9
Tax concerning previous periods -0.9 -0.5
Other 0.2 -0.2

Effective tax rate 33.0 32.7

8 Minority interest

SEK M 1999 1998
Net Equity Net Equity

Profit Profit

Billeberga Kraft & Energi AB - 52 - -
Leabolaget AB - 1 - 1
Korsselbränna AB 1 16 1 14
Sydgas AB - - 15 65
Sydkraft Vindön AB - 1 - 1
WM-data Ellips AB 6 19 4 20
Västbo Kraft AB 1 9 1 13

Total 8 98 21 114

9 Acquisitions of subsidiaries

Value of acquired assets and liabilities

SEK M Group

1999 1998

Fixed assets 600 1 062
Operating receivables 187 306
Liquid funds 51 94
Interest-bearing liabilities -92 -353
Operating liabilities -272 -404

Purchase price 474 705
Less: Liquid funds -51 -94

Total 423 611

Notes
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Notes

10 Intangible and tangible assets

SEK M Intangible Land and Buildings Plant & Equipment, Construction in
assets1) other real machinery tools, etc. progress & 

property advance payments

Group

Acquisition value
Opening balance 535 12 227 5 424 33 162 1 369 763
Investments 51 6 31 1 549 170 518
Sales/disposals -5 -27 -163 -98 -20
Reclassifications 6 3 338 -19 -246

Closing balance 586 12 234 5 431 34 886 1 422 1 015

Accumulated depreciation
Opening balance -338 -312 -3 005 -13 691 -907
Acquisitions -1 -3 -54 -17
Sales/disposals 2 5 153 87
Depreciation for the year -43 -15 -150 -1 283 -145

Closing balance -382 -325 -3 153 -14 875 -982

Write-downs
Opening balance -15 -25 -272
Write-downs for the year -11 -32
Sales/disposals 13 12

Closing balance -15 -23 -292

Book value 204 11 894 2 255 19 719 440 1 015

Parent Company

Acquisition value
Opening balance 200 168 183 35 23
Investments 12 1
Sales/disposals -13 -9 -158 -34 -18
Reclassifications 5 -5

Closing balance 187 159 42 2 0

Accumulated depreciation
Opening balance -48 -71 -138 -30
Sales/disposals 3 3 113 30
Depreciation for the year -3 -4 -3 -1

Closing balance -48 -72 -28 -1

Write-downs
Opening balance -12
Sales/disposals 12

Closing balance 0

Book value 139 87 14 1

1) Intangible assets consist of power supply rights, usufruct and goodwill.
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11 Participations in Group companies

(Business sector C=Consulting and Contracting, D=Distribution, M=Marketing and Sales, P=Production)

SEK 000s Business Organization Registered Number of Holding1) Book
sector number office shares % value

Participations in subsidiaries

Billeberga Kraft & Energi AB D 556012-3274 Svalöv 30 051 50.49 69 174
ElektroSandberg AB C 556075-7287 Malmö 150 000 100 61 697
Evicom AB C 556371-2677 Malmö 5 000 100 6 000
Hofors Kraft KB P 916584-6719 Hofors 1 100 18 447
Hässleholm Elförsäljning AB M 556527-5236 Hässleholm 5 000 100 5 000
Karlshamn Kraft AB P 556091-5265 Karlshamn 105 000 70 39 000
Kolbäckens Kraft KB P 916578-5107 Fagersta 1 100 68 277
Leabolaget AB C 556015-7645 Hallsberg 65 448 98.3 62 650
Lessebo Elförsäljning AB M 556026-7204 Lessebo 1 000 100 1 641
Norrlands Energi Försäljnings AB M 556526-1186 Sundsvall 20 000 100 122 500
OKG AB P 556063-3728 Oskarshamn 490 500 54.50 407 558
Oskarshamnsverkets Linje AB D 556100-9845 Malmö 1 000 100 6 400
Sycon AB C 556013-2341 Malmö 3 000 100 1 800
Sydgas AB D 556123-4740 Malmö 826 668 100 376 462
Sydkraft Elnät Hässleholm AB D 556376-3639 Hässleholm 20 050 100 337 911
Sydkraft Elnät Malmö AB D 556239-0673 Malmö 200 000 100 20 000
Sydkraft Elnät Mälardalen AB D 556442-8273 Örebro 50 000 100 1 060 865
Sydkraft Elnät Nord AB D 556428-5780 Sundsvall 50 000 100 102
Sydkraft Elnät Osby AB D 556256-9429 Osby 10 000 100 75 669
Sydkraft Elnät Syd AB D 556070-6060 Malmö 100 000 100 10 026
Sydkraft Energiförsäljning AB M 556491-6475 Malmö 3 200 100 3 780
Sydkraft Energy Trading AB - 556035-9829 Malmö 400 000 100 499 708
Sydkraft Fastigheter AB C 556055-5970 Malmö 10 000 100 1 000
Sydkraft Försäkrings AB - 516401-6551 Malmö 100 000 100 100 000
Sydkraft Försäljning AB M 556014-5889 Malmö 1 000 000 100 137 607
Sydkraft Gas AB D 556015-9492 Karlshamn 1 200 100 960
Sydkraft Gasturbiner AB P 556112-5666 Malmö 1 000 100 100
Sydkraft Kraftcentrum AB - 556042-5372 Malmö 1 890 100 240
Sydkraft Mälardalen AB M 556462-9870 Örebro 10 000 100 1 200
Sydkraft ServicePartner AB C 556457-0215 Malmö 10 000 100 1 000
Sydkraft Vattenkraft AB P 556026-3120 Sundsvall 100 000 100 4 316 963
Sydkraft Vind AB P 556294-9817 Malmö 1 000 100 126
Sydkraft Vindön AB P 556449-2733 Malmö 901 90.1 4 794
Sydkraft Värme Malmö AB P 556430-4599 Malmö 1 000 100 60 600
Sydkraft Värme Mälardalen AB P 556146-1814 Örebro 11 813 500 100 986 075
Sydsvenska Värmekraft AB P 556132-6371 Malmö 1 000 000 100 100 020
Söderhamn Elförsäljning AB M 556374-1254 Söderhamn 10 000 100 6 318
Uppvidinge Eldistribution AB D 556015-7603 Uppvidinge 14 984 99.89 50 512
Västbo Kraft AB D 556401-5443 Gislaved 2 428 548 94.86 241 364
WM-data Ellips AB C 556271-8360 Malmö 32 500 65 780
Östernärkes Kraftförsäljning AB M 556496-9797 Örebro 500 100 12 900
Dormant companies 81 151

Total subsidiaries 9 358 377
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11 Participations in Group companies (continued)

(Business sector C=Consulting and Contracting, D=Distribution, M=Marketing and Sales, P=Production)

SEK 000s Business Organization Registered Number of Holding1) Book
sector number office shares % value

Participations in subsidiaries (owner in parentheses)

Barsebäck Kraft AB 
(Sydsvenska Värmekraft) P 556094-5197 Malmö 400 000 100 99 900
Billeberga Kraft & Energi Försäljnings AB
(Billeberga Kraft & Energi) M 556526-3117 Billeberga 8 000 100 1 000
Billeberga Kraft & BioEnergi AB 
(Billeberga Kraft & Energi) P 556538-8963 Billeberga 5 000 100 1 000
Bjurfors AB 
(Sydkraft Vattenkraft) P 556061-2854 Sundsvall 20 000 100 984 527
Diatek Vibrationsteknik AB 
(ElektroSandberg) C 556330-0234 Landskrona 1 000 100 3 100
Edsele Kraft AB 
(Sydkraft Vattenkraft) P 556044-4407 Sundsvall 10 000 100 288 568
El- och Trafikteknik AB 
(ElektroSandberg) C 556438-9038 Göteborg 51 800 100 31 080
Hammarforsens Kraft AB
(Nikab Energi) P 556046-5907 Sundsvall 1 000 100 1 000 053
Harrsele AB 
(Sydkraft Vattenkraft) P 556036-9398 Vännäs 10 114 50.57 666 068
Hjälta AB 
(Sydkraft Vattenkraft) P 556020-7721 Sundsvall 21 000 100 1 343 840
Järnvägsforsens Kraft AB 
(Sydkraft Vattenkraft) P 556005-0972 Sundsvall 11 520 100 794 146
Korsselbränna AB 
(Nikab Energi) P 556063-4957 Sundsvall 320 000 83.8 2 419 000
Nikab Energi AB 
(Sydkraft Vattenkraft) P 556407-6338 Sundsvall 90 000 9.33(50.7) 11 008
Nissans Kraftförvaltning AB 
(Sydkraft Vattenkraft) P 556041-5118 Malmö 7 800 100 196 780
Nordkraft Service AB 
(ElektroSandberg) C 556433-8001 Umeå 10 000 100 13 250
Osby Energihandel AB 
(Sydkraft Elnät Osby) M 556526-9445 Osby 5 000 100 5 000
Pengfors AB 
(Sydkraft Vattenkraft) P 556015-4261 Sundsvall 15 000 100 289 786
Ramsele Kraft AB 
(Sydkraft Vattenkraft) P 556008-5820 Sundsvall 85 795 100 3 408 000
Sycon Energikonsult AB 
(Sycon) C 556109-2601 Malmö 10 000 100 1 000
Sycon Teknikkonsult AB 
(Sycon) C 556459-9198 Eskilstuna 16 000 100 17 000
Tellus Ekoteknik AB 
(Tellus Teknik) C 556279-6895 Linköping 1 000 100 1 001
Tellus El & Teleteknik AB 
(Tellus Teknik) C 556427-5872 Malmö 1 000 100 1 951
Tellus Miljömanagement AB
(Tellus Teknik) C 556157-6981 Stockholm 1 240 100 6 084
Tellus Teknik AB 
(Sycon) C 556343-2953 Stockholm 1 000 100 9 481
Tellus VVS Teknik AB 
(Tellus Teknik) C 556124-7502 Stockholm 1 000 100 1 985
Trångfors AB 
(Sydkraft Vattenkraft) P 556063-5202 Sundsvall 10 000 100 609 292
Others 1 006 948

Total sub-subsidiaries 13 210 848

1) In instances where the share of capital differs from the share of voting rights, the latter is stated in parentheses.
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12 Participations in associated companies

SEK 000s Book value
Organization Registered Number of Holding 2) Parent Group

number office shares % Company

Baltic Cable AB 556420-6026 Malmö 10 000 33.33 1 000 01)

Elektra Energihandel A/S Köpenhamn 12 500 25 15 180 12 541
Graninge AB 556537-0912 Kramfors 15 193 125 22.85 2 042 084 2 174 513
Hamburgische Electricitäts-Werke AG 
(see note 24) Hamburg 20 064 010 21.81(20.1) 4 221 718 4 033 487
Karskär Energi AB 556018-9481 Gävle 14 999 49.997 150 01)

LRC Novo AB 556563-1677 Malmö 500 50 29 800 29 887
Norrköping Miljö & Energi AB 556004-7077 Norrköping 1 960 49 1 350 000 1 337 780
Oskarshamn Energi AB 556212-1441 Oskarshamn 7 500 50 500 79 611
Perstorps Fjärrvärme AB 556199-6504 Perstorp 50 50 50 6 586
Staffanstorps Energi AB 556447-6736 Staffanstorp 500 50 500 15 652
Värnamo Energi AB 556052-6872 Värnamo 1 896 44.89 158 56 518
Östernärkes Kraft AB 556013-7787 Hallsberg 17 077 52.38(48.9) 53 702 59 959
Others 283 283

Parent company shareholdings 

in associated companies 7 715 125 7 806 817

EPS Consulting AB (Sycon) 556509-2029 Vänersborg 1 350 45 732
Oslo Energi Konsult A/S (Sycon) Oslo 1 470 49 6 972
Others 1 613

Total associated companies 7 816 1343)

1) Reported in accordance with the proportional consolidation method.
2) In instances where the share of capital differs from the share of voting rights, the latter is stated in parentheses.
3) The difference between book value and share in capital of associated companies amounted to SEK 4 888 M.

13 Other securities held as fixed assets

SEK 000s Book value
Organization Registered Number of Holding, Parent Group

number office shares % Company

e.dis Energie Nord AG (see note 24) Fürstenwalde/Spree 2 269 031 1.0 58 632 58 632
Mellansvensk Kraftgrupp AB 556138-9643 Stockholm 4 089 5.35 4 089 4 089
VEBA AG (see note 24) Düsseldorf 4 879 800 1.0 676 266 676 266
Energy Resources of Australia Ltd (OKG) Sydney 1 025 000 0.537 7 424
Others 5 747 7 140

Total 744 734 753 551
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14 Financial assets

SEK M Participations Participations Others
in Group in associated securities

companies companies held as
Group fixed assets

Opening balance 6 721 757
Translation difference -424
Investments 1 602 3
Share in profit after tax of 
associated companies 312
Depreciation of surplus values -118
Dividends received -191
Reclassification to subsidiaries -82
Write-downs - -6
Divestments -4

Closing balance 7 816 754

Parent Company

Opening balance 8 580 6 176 742
Investments 1 052 1 608 3
Reclassifications 69 -69
Write-downs -330
Divestments -13

Closing balance 9 358 7 715 745

15 Inventories

SEK M Group
1999 1998

Nuclear fuel 1 495 1 436
Other fuel 293 296
Other 145 156

Total 1 933 1 888

16 Prepaid expenses and accrued revenue

Prepaid expenses and accrued revenue comprise accrued energy rev-
enue, prepaid insurance charges etc.

17 Current investments

SEK M Group Parent Company
1999 1998 1999 1998

Interest-bearing investments 847 948 673 905
Shares in Förenings-
Sparbanken AB, 692 307 28 28 28 28
Shares in Mandamus AB, 23 076 1 1 1 1

Total 876 977 702 934

18 Tax assessment values

SEK M Group Parent Company
1999 1998 1999 1998

Land 11 406 11 696 83 98
Buildings 15 088 15 062 171 178

Total 26 494 26 758 254 276

The Group´s production installations (excluding heat-production instal-
lations), office buildings and warehouses are taxable properties.

Transmission lines, distribution networks and transformer buildings are
not subject to tax. 

19 Provisions for future handling of highly active spent
nuclear fuel

In accordance with the law (1984:3) relating to nuclear technology oper-
ations (reprinted SFS 1992:1536), nuclear power companies have full re-
sponsibility for all current and future costs for the handling and perma-
nent storage of highly active spent nuclear fuel. According to the law
(1992:1537) relating to the financing of future costs for spent nuclear 
fuel, etc. (reprinted in SFS 1995:1544), a fee based on the energy produced
by nuclear power plants is to be paid to Sweden’s Nuclear Waste Fund
and deposited in an account with the National Debt Office to finance
these activities. These fees, which are calculated on an annual basis by
the Swedish Nuclear Power Inspectorate (SKI) and approved by the
Government, are expensed on an ongoing basis by the nuclear power
companies. The fee for each MWh produced was SEK 6 (4) at Barsebäck
and SEK 8 (8) at Oskarshamn. In those instances where the deposited
funds deviate from the actual future cost of handling highly active nu-
clear waste, the nuclear power companies are obligated to cover any
deficit and have the right to the refund of any surplus amounts. Refunds
from the Nuclear Waste Fund are made in parallel with the payments
made by the nuclear power companies for the handling of spent nuclear
fuel, etc. 

SEK M Group
1999 1998

Allocated funds, January 1 6 713 6 836
Annual fee 102 93
Interest and value increase -52 243
Utilized -133 -459

Allocated funds, December 31 6 630 6 713
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Restricted Unrestricted
SEK M Share Restricted Retained Net profit Total

capital reserve 1) earnings for the 
Group year

Opening balance 1 910 12 118 3 617 2 055 19 700
Transfer of previous 
year´s net profit 2 055 -2 055
Transfer among restricted 
and unrestricted equity 94 -94
Dividend -907 -907
Translation difference 2 2
Net profit for the year 1 939 1 939

Closing balance 1 910 12 214 4 671 1 939 20 734

1)Of which equity proportion reserve SEK 156 M (176).

Restricted             Unrestricted
SEK M Share Restricted Retained Net profit Total

capital reserve 1) earnings for the 
Parent Company year

Opening balance 1 910 2 743 13 221 980 18 854
Transfer of previous year´s net profit 980 -980
Dividend -907 -907
Group contribution after tax 190 190
Net profit for the year 1 243 1 243

Closing balance 1 910 2 743 13 484 1 243 19 380

Specification of classes of stock
Percent of

Total number Capital Votes SEK 000s

A 111 108  088 58.2 93.3 1 111 081
C 79 892 244 41.8 6.7 798 922

Total 191 000 332 100.0 100.0 1 910 003

Par value SEK 10 per share.

21 Provisions for deferred taxes

Provisions for deferred tax relate to the difference between the value of
fixed assets in accordance with the balance sheet and the taxable residu-
al values and to the tax allocation reserve, capital-based tax equalization
reserve, etc. 

SEK M Group
1999 1998

Fixed assets 14 412 13 710
Tax allocation reserve, 
Tax equalization reserve etc. 3 982 3 650

Total 18 394 17 360

Provisions for deferred tax, 28% 5 150 4 861

22 Other provisions

Other provisions comprise provisions for guarantee commitments, re-
structuring measures etc. 

23 Due dates of liabilities

SEK M
Group 0-1 year 1-5 years 5- years Total

INTEREST-BEARING LIABILITIES
Bond loans 751 4 907 952 6 610
Liabilities to credit institutions 1 143 9 8451) 2 627 13 615
Liabilities to associated companies 32 - - 32
Other interest-bearing liabilities 94 138 169 401
Unutilized credit facility -2 020 2 020 - -

Total interest-bearing liabilities 0 16 910 3 748 20 658

NON INTEREST-BEARING LIABILITIES
Accounts payable, trade 1 074 - - 1 074
Liabilities to associated companies 12 - - 12
Other non interest-bearing liabilities 513 12 410 935
Accrued expenses and prepaid revenue1 613 316 8 1 937

Total non interest-bearing liabilities 3 212 328 418 3 958

Parent Company 0-1 year 1-5 years 5- years Total

INTEREST-BEARING LIABILITIES
Bond loans 658 4 146 928 5 732
Liabilities to credit institutions 917 3 366 2 607 6 890
Liabilities to Group companies 1 116 - 2 031 3 147
Liabilities to associated companies 32 - - 32
Other interest-bearing liabilities 6 - 98 104
Unutilized credit facility -2 729 2 729 - -

Total interest-bearing liabilities 0 10 241 5 664 15 905

NON INTEREST-BEARING LIABILITIES
Accounts payable, trade 36 - - 36
Liabilities to Group companies 642 - 3 503 4 145
Other non interest-bearing liabilities 5 - 1 6
Accrued expenses and prepaid revenue 199 - - 199

Total non interest-bearing liabilities 882 - 3 504 4 386

1) Including partner-financing SEK 5 072 M (see note 24)
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24 Interest-bearing liabilities

SEK M Group Parent Company
1999 1998 1999 1998

Swedish bond loans 6 110 3 112 5 232 1 798
Foreign bond loans1) 500 500 500 500

Liabilities to credit institutions, SEK 2) 8 994 10 600 2 225 3 628
Liabilities to credit institutions, 
foreign currency 1) 4 621 5 066 4 665 4 685
Liabilities to Group companies - - 3 147 3 095
Liabilities to associated companies 32 10 32 10

Other interest-bearing liabilities 401 435 104 39

Total 20 658 19 723 15 905 13 755

Unutilized long-term credit facilities amounted to SEK 2 988 M (2 821)
at year-end 1999.

1) The total debt in foreign currency, SEK 5 121 M, relates to the financ-
ing of Sydkraft´s holdings of VEBA, HEW and e.dis Energie Nord 
shares. Applying the closing date price to the holding and the closing 
date´s exchange rate to both the asset and the debt, results in a sur-
plus value corresponding to SEK 48 M.

2) In connection with the acquisition of Sydkraft Vattenkraft, formerly 
Båkab Energi, effective January 1, 1993, Sydkraft also assumed the 
partner financing agreement originally entered into between SCA 
and Allmänna Pensionsfonden 1-3 (AP Funds). The agreement covers 
the period up to the year 2015. Nikab Energi, a company founded 
jointly with the AP Funds, owns 50% of the hydro power assets in 
Sydkraft Vattenkraft. Sydkraft Vattenkraft owns 50.7% of the voting 
rights and the AP Funds own the remaining 49.3%. Nikab Energi is 
thus a subsidiary of Sydkraft Vattenkraft and as a result its assets and
liabilities are included in their entirety in the Sydkraft Group´s bal-
ance sheet. The AP Funds share in Nikab Energi´s shareholders´ equi-
ty amounts to SEK 1 750 M and is included in the Group´s liabilities 
to credit institutions.

Sydkraft Vattenkraft has the right, but not the obligation, to acquire 
AP Funds´ shares and promissory notes during the following years: 
2002, 2007, 2011 or 2015. The acquisition price will be the amount 
which, in combination with the annual payments, provides the AP 
Funds with a real return of 4.25% per year. If the option is not exer-
cised, AP Funds has the right to instead acquire Sydkraft Vattenkraft´s
shares in Nikab Energi at book value. In 1999, capital payments 
amounted to SEK 310 M (305). At year-end 1999, the estimated re-
purchase price was SEK 5 941 M (5 938), which is SEK 869 M (866) 
more than the amount reported for the corresponding assets in the 
1999 balance sheet.

Discussions are currently in progress between Sydkraft and AP Funds
regarding the consequences for AP Funds´ return in the event of de-
flation. AP Funds’ position is that deflation should not be taken into 
account. If this interpretation is applied, the repurchase price will be 
SEK 102 M higher. 

25 Accrued expenses and prepaid revenue

SEK M Group Parent Company
1999 1998 1999 1998

Accrued wages and salaries 260 229 10 12
Accrued payroll expenses 147 134 4 9
Accrued interest expense 187 237 134 146
Accrued expenses for handling 
of spent nuclear fuel 373 457 - -
Prepaid energy revenues 451 389 47 27
Other 519 383 4 13

Total 1 937 1 829 199 207

26 Contingent liabilities

Of the Group companies’ contingent liabilities, SEK 1 300 M (1 178) re-
lated to guarantees pledged to the Nuclear Waste Fund for Barsebäck
Kraft AB’s and Oskarhamns Kraftgrupp AB’s responsibility under law
(1992:1537) for the financing of future costs for spent nuclear fuel, etc
(reprinted in SFS 1995:1544). Also refer to Note 19. The balance con-
sisted primarily of guarantees for borrowing by subsidiaries.

SEK M Group Parent Company
1999 1998 1999 1998

For the benefit of Group companies - - 3 990 4 485
For pension commitments 56 1 - -
Other contingent liabilities 227 388 173 203

Total 283 389 4 163 4 688

27 Pledged assets

SEK M Group Parent Company
1999 1998 1999 1998

For liabilities to credit institutions
Real estate mortgages 1 286 1 286 - -
Chattel mortgages 267 296 - -

Sub total 1 553 1 582 - -
For other liabilities and engagements
Chattel mortgages 34 34 - -
Other 179 45 7 45

Sub total 213 79 7 45

Total 1 766 1 661 7 45
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28 Average number of employees

Group Parent Company
1999 1998 1999 1998

Women 1 181 1 153 33 54
Men 5 345 5 073 66 122

Total 6 526 6 226 99 176

Deduction1) -555 -572 - -

Total after deduction 5 971 5 654 99 176

All are employed in Sweden. Reporting of the number of employees has
been carried out in accordance with the recommendations of the
Swedish Accounting Standards Board.

1) In the accounts, the personnel costs for the electricity production 
companies have been included in accordance with Sydkraft´s share of
ownership. Accordingly, the number of employees shown above has 
been reduced in a corresponding manner (see accounting principles).

29 Salaries, other remuneration and payroll expenses

SEK M Group Parent Company
1999 1998 1999 1998

Salaries and other remuneration, 
Board, President and Vice President 34 29 6 7
Salaries and other remuneration, 
others 1 672 1 587 47 71

Total salaries and other 
remuneration 1 706 1 616 53 78

Payroll expenses, Board, 
President and Vice President 32 21 12 3
(Of which pension costs) (20) (10) (10) (1)
Payroll expenses, other 759 740 39 39
(Of which pension costs) (187) (175) (22) (13)

Total payroll expenses 791 761 51 42

Total 2 497 2 377 104 120

In accordance with the decision of the Annual General Meeting, a total
of SEK 1.1 M was paid in Board fees during 1999. Of this amount, the
Chairman received SEK 202 000, as approved by the Board of Directors.
No agreements in respect of future pensions or severance payments ex-
ist for either the Chairman or other members of the Board.

Group management was paid a total of SEK 9.5 M in the form of
salaries and other remuneration. Of this amount, the Group CEO, who
is also the President of Sydkraft AB, received SEK 2.5 M. In respect of
employment termination notice from the Company´s side, the Group
CEO has the right to severance payment in an amount corresponding to
two years of salary, as well as the right to retire prematurely, with a
pension, at age 60. For other senior members of management, the pre-
mature pension rights apply at age 60 or 62, as well as severance pay-
ment corresponding to one-two years salary. The costs of these pension
obligations are expensed on an ongoing basis. Annual compensation
during the period up to normal retirement will correspond to 70% of
the salary paid at the time of premature retirement. Bonuses are not
paid to members of Group management.

The cost relating to the profit sharing scheme for employees amounted
to SEK 12 M (16).

30 Excess depreciation, Parent Company

SEK M 1999 1998
Excess Accumulated Excess Accumulated

depreciation excess depreciation excess
for the year depreciation for the year depreciation

Land improvements 1 4 - 5
Buildings 2 57 4 59
Plant and machinery 3 10 3 13

Total 6 71 7 77

31 Sales to/purchases from Group companies

Of the Parent Company´s net sales, 73% (64) was accounted for by
sales to other Group companies. Of the Company´s operating expenses,
77% (79) related to expenses to other Group companies.

32 Fees and reimbursements paid to auditors

SEK 000s Group Parent Company
1999 1998 1999 1998

SET Revisionsbyrå 3 128 2 520 716 603
Ernst & Young 2 798 1 994 617 423
Other auditors 610 526 93 84

Audit assignments 6 536 5 040 1 426 1 110

SET Revisionsbyrå 1 201 605 647 445
Ernst & Young 688 544 240 485
Other auditors 247 203 - -

Other assignments 2 136 1 352 887 930

Total fees and expenses 8 672 6 392 2 313 2 040
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The values shown relate to Group operations in
1999, in SEK M.

Risk-bearing capital

Equity including minority interest 20 832
Deferred tax 5 150

Risk-bearing capital 25 982

Capital employed

Equity including minority interest 20 832
Interest-bearing liabilities 20 658

Capital employed 41 490

Return on equity

Profit after net financial items 
and estimated taxes 1 947
Average equity 20 323

Return on equity, % 9.6

Return on capital employed

Profit before financial expense 3 855
Average capital employed 40 513

Return on capital employed, % 9.5

Return on total capital

Profit before financial expense 3 855
Average total capital 50 063

Return on total capital, % 7.7

Debt/equity ratio
Interest-bearing liabilities in relation to
equity.

Deferred tax liability
Deferred tax liability has been based
on a 28% tax rate.

Dividend as percentage of earnings
Dividend per share in relation to earn-
ings per share.

Dividend yield
Dividend divided by the market price
for Sydkraft´s C share at year-end.

Equity/assets ratio 
Equity as a percentage of the total cap-
ital reported in the balance sheet.

Interest coverage ratio
Profit before financial expenses divid-
ed by financial expenses.

Market price/equity
The market price of C share at year-
end divided by equity per share at
year-end.

Net indebtedness
Interest-bearing liabilities minus liquid
funds.

Operating margin
Operating profit, excluding result from
participations in associated compa-
nies, as a percentage of net sales.

P/E ratio
The market price per C share at year-
end in relation to earnings per share. 

Profit margin
Profit after financial income and ex-
pense as a percentage of net sales.

Risk-bearing/total capital 
Risk-bearing capital as a percentage of
the total capital reported in the bal-
ance sheet.

Self-financing ratio
Cash-flow from operations as a per-
centage of total net investments.

Tax
The sum of current taxes, deferred
taxes and share in taxes of associated
companies (comprehensive tax alloca-
tion).
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Proposed distribution of profit

The Board of Directors and the President propose that the funds at the disposal of the Annual General Meeting, 
consisting of:

- retained earnings 13 483 448 908

- net profit for the year 1 243 197 452

Total, SEK 14 726 646 360

be disposed of as follows:

- distributed to shareholders, SEK 4.75 per share, 907 251 577

- balance carried forward as retained earnings 13 819 394 783

Total, SEK 14 726 646 360

Of the Group’s unrestricted equity amounting to SEK 6 610 M, SEK 272 M will be transferred to restricted reserves, after
which the funds available for distribution will amount to SEK 6 338 M.

Sydkraft’s dividend policy is described on page 74.

Malmö, April 6, 2000

Hans-Dieter Harig
Chairman of the Board

Göran Ahlström Sören Andersson Torsten Carlsson

Bengt Ekberg Thomas Halvorsen Sten K Johnson

Percy Liedholm Ilmar Reepalu Christian Rynning Tønnesen 

Ulf Sjöberg Per-Anders Svensson Lars Thulin

Heinz Dieter Waffel Lars Wallstén Nils Yngvesson

Lars Frithiof
President
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Auditors’ report

To the Annual General Meeting of the shareholders in Sydkraft AB.
Corporate identity number 556006-8420.

We have audited the annual accounts, the consolidated financial statements, accounting records and the administration of
the Board of Directors and the President of Sydkraft AB for the 1999 financial year. These accounts and the administration
of the Company are the responsibility of the Board of Directors and the President. Our responsibility is to express an opin-
ion on the annual accounts, consolidated financial statements and the administration based on our audit.

We conducted our audit in accordance with generally accepted auditing standards in Sweden. Those standards require that
we plan and perform the audit to obtain reasonable assurance that the annual accounts and the consolidated financial state-
ments are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the accounts. An audit also includes assessing the accounting principles used and their application by the
Board of Directors and the President, as well as evaluating the overall presentation of information in the annual accounts
and consolidated financial statements. To support our opinion in regard to freedom from liability, we have examined signifi-
cant decisions, actions taken and circumstances of the Company in order to determine the liability, if any, to the Company
of any Board member, or the President. We have also conducted examinations to establish whether any Board member or
the President has in any other way acted in contravention of the Swedish Companies Act, the Annual Accounts Act, or the
Company’s Articles of Association. We believe that our audit provides a reasonable basis for our opinion set out below.

The annual accounts and consolidated financial statements have been prepared in accordance with the Annual Accounts
Act and thus provide a true and fair picture of both the Company’s and the Group’s earnings and position in accordance
with generally accepted auditing standards in Sweden.

We recommend that the Annual General Meeting adopt the Income Statements and Balance Sheets of the Parent Company
and the Group, that the profit in the Parent Company be dealt with in accordance with the proposal in the Board of
Directors’ Report, and that the members of the Board and the President be discharged from liability for the financial year.

Malmö, April 7, 2000

Torbjörn Hanson Gilbert Larsson
Authorized Public Accountant Authorized Public Accountant



- have effective energy trading 
operations, and

- have a strong brand

The Sydkraft Group’s business concept
is to market and sell energy solutions
and services designed to increase the
competitiveness, comfort and security
of its customers in northern Europe.

The Group is divided into four busi-
ness sectors, an energy trading organi-
zation and a number of Group staff
functions designed to support the
business operations. The four business
sectors are: Marketing and Sales,
Production, Distribution, and
Consulting and Contracting. The sub-
sidiary Sydkraft Energy Trading is
responsible for the Group’s trading in
energy and energy raw materials.

Marketing and Sales. This business sec-
tor has 340 employees and markets
and sells electricity, gas, heat and cool-
ing to slightly more than 800 000 cus-
tomers, primarily in Sweden. The sec-
tor has a few customers in Norway
and Denmark. The goal is to increase
the customer base to at least three mil-
lion in northern Europe. The business
sector’s overall role is to sell individu-
ally adapted energy solutions to indus-
tries and companies and to satisfy con-
sumer needs for simplicity and
freedom of choice in the area of
energy supply and provide optimal
comfort and convenience.

Production. This business sector, which
has 2 100 employees, is responsible
for the Group’s production of electric-
ity and for the production and distri-

bution of heat in a number of produc-
tion facilities in southern Sweden and
central Norrland. The Barsebäck and
OKG nuclear power plants account for
50% of the sector’s electricity produc-
tion capacity. Approximately 100
hydroelectric plants, of which the five
largest are located on rivers in Norrland,
accounts for 40%, and the remaining
10% of capacity is accounted for by a
combination of windpower, biofuel
and oil-fired power. The largest heat
production plants are in Malmö (natu-
ral gas) and Örebro (biofuel and peat),
where the largest heat distribution
networks are also located. The busi-
ness sector’s overall role is to produce
electricity and heat in a safe and reli-
able manner and as inexpensively as
possible.
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The winners in the energy market of the future will be

companies that supply and satisfy customer demands for total

energy solutions, have the most efficient production system,

the lowest energy transportation costs, effective energy

trading operations and a strong brand.

Sydkraft’s operations

THE A IM OF  THE MARKETING AND SALES

BUSINESS  SECTOR’S  CAMPAIGN IS  TO

SELL  CUSTOMIZED ENERGY SOLUTIONS

TO INDUSTRIAL  CUSTOMERS .

Sweden belongs to the pioneers
among those countries which have
already deregulated their electricity
markets. Many other countries will
follow suit, as a result of an EU
Directive that prescribes how Europe’s
electricity markets shall be deregulated,
among other reasons. The gas markets
in the EU will also be deregulated dur-
ing the initial years of the 21st century.
The changes are being effected far more
rapidly than most people imagined.

Sydkraft responded to the increased
competition at an early stage by apply-
ing strong customer-focus measures.
This was followed by the review and
development of corporate strategies,
values, operations and organizational
structure in order to raise efficiency
and penetration in the Group’s energy
markets. Two particularly important
factors were to establish unequivocal
goals and to focus on common values.
The route toward achieving these
objectives leads through the USK
(Swedish Quality Award) method,
which also includes the goal that all
Sydkraft companies must be environ-
mentally certified in accordance with
ISO 14001 no later than year-end 2001.

The winners in the energy market of
the future will be companies which:

- supply and satisfy customer demands
for total energy solutions that 
include electricity, heat, gas and a 
substantial element of related 
services

- have the most efficient production 
system

- have the lowest energy transporta-
tion costs



Distribution. With 1 100 employees, this
business sector distributes electricity,
natural gas and LPG to approximately
850 000 customers in primarily south-
ern Sweden and the Örebro and
Sundsvall areas. The sector is responsi-
ble for the operation and maintenance
of regional and local electricity net-
works, the operation and maintenance
of regional and local natural gas net-
works and LPG distribution, which
includes two underground LPG stor-
age facilities in Karlshamn, and the
transportation of LPG. The Distribution
Business Sector was expanded in 1999
through the acquisition of several net-
work companies. Further acquisitions
of network companies will be made
during the next few years in order to
increase the efficiency of the Group’s
energy distribution operations. The
overall role of the sector is to distrib-
ute electricity, natural gas and LPG in a
safe and reliable manner and as inex-
pensively as possible.

Consulting and Contracting. This busi-
ness sector has 2 800 employees and
conducts operations within five areas:
IT, Technical Consulting, Contracting
and Service, Energy Technology
Information Systems and Support.
The sector conducts a broad range of

consulting, contracting and service
operations, mainly in Sweden and the
rest of the Nordic region. International
operations are increasing. Cooperation
with other companies in the business
sector aims at providing customers
with a more integrated range of solu-
tions. The Group operations established
in Sundsvall and Örebro have enabled
the business sector to make a contri-
bution to Sydkraft’s further expansion.
The overall role of the sector is to de-
velop the competitiveness of its cus-
tomers by supplying products and 
services in all relevant phases: new
installations, renovation, operation
and maintenance, product develop-
ment and training.

Sydkraft Energy Trading, with 70 em-
ployees, is responsible for Sydkraft’s
total power portfolio for production,
sales and all financial trading. The
company provides a unifying link
between Sydkraft’s production and
sales. Accordingly, the Production
Business Sector sells the whole of its
production on strictly commercial
terms to Sydkraft Energy Trading,
which in turn sells as much electricity
to the Marketing and Sales Business
Sector as is needed by this sector’s
customers. Electricity surpluses and

deficits are traded via the Nord Pool
electricity exchange and via bilateral
agreements. The overall role of the
company is to operate as a professional
player in the physical and financial
markets. This will reinforce the Group’s
commercial potential at the same time
as it ensures that the risks are always
within a predetermined mandate. The
objective is to become the most skilful
power portfolio manager in northern
Europe. 

Group staff functions, with a total of
about 70 employees, have been estab-
lished for Financial Control, Treasury,
Research and Development, Internal
Auditing, Information and Public Affairs,
Information Technology, Legal Affairs,
Human Resources and Operations
Development and Strategic Business
Development. The role of the Group
staffs is to support the Sydkraft Group’s
business concept and operations.

The Group also has some 70 addi-
tional operating subsidiaries, of which
about 45 are staffed with own person-
nel, and some 20 associated companies.
In total the Sydkraft Group has 6 500
employees. 
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Tomorrow
Today

Sydkraft’s Vision 2005
- To have at least three million satisfied customers in northern Europe
- To have the strongest brand name in the energy sector
- To be one of the most attractive employers 
- To be the most profitable energy group.
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In the swedish consumer market, there is a tendency for compa-

nies with strong brands to try to persuade the general public

to buy commodities other than their own core products.

Similar tendencies can be seen in the corporate market, and

there is increasing customer demand for customized solutions

Marketing and Sales Business Sector

The past year

• Net sales declined by 17% to SEK 6.1 billion, mainly due to the transfer of 
a number of distributor and major customer contracts to Energy Trading.

• Operating profit declined to SEK 96 M, due to the reduction in the volume 
of electricity sales and also higher costs for market development and prepa-
rations for greater mobility in the private-household market.

• Following the lifting of the requirement for hourly metering as from 
November 1, 1999, the entire electricity market has been open to free com-
petition. Competition became increasingly keen, and electricity prices 
declined by about 5% compared with the preceding year.

• During the year, three subsidiaries were acquired: Lessebo Elförsäljning, 
Östernärkes Kraftförsäljning and Osby Elförsäljning. Sydkraft also acquired 
49% of Norrköping Miljö & Energi (NME), an associated company whose 
activities include electricity sales.

The business sector’s assignment

The companies in this business sector supply 800 000 customers with electricity,
gas and heat and associated services.

Business sector's share of:

Group net sales

Group operating profit

Group number of employees

38%

3%

6%

BUSINESS  SECTOR PRES IDENT

JONAS SVANTESSON

Key data

1999 1998

Net sales, SEK M 6 059 7 333

- of which non-Group 5 638 6 945

Operating profit, SEK M 96 236

Operating margin, % 2 3

Investments in fixed assets, SEK M 12 112

Average number of employees 341 314
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Prerequisites

Price competition increased during the
spring, in anticipation of the total
deregulation of the electricity market
on November 1, 1999. A number of
new participants in the market – both
Swedish and foreign – have gained
market shares as a result of aggressive
price competition. Joint purchases by
home-owners’ associations and similar
organizations have become a common
occurrence, and this also applies to
framework agreements with national
bodies such as trade unions, tenant
housing associations, sports
federations, etc.

Electricity transactions in the corpo-
rate market are currently characterized
by short-term agreements, lower
prices and virtually standardized price
levels. The market price largely
reflects developments on the electric-
ity exchange spot and futures market,
which has facilitated price comparisons.
If profitability is to be achieved, a
cost-effective process for obtaining,
selling and supplying electricity is
required, in combination with a com-
plementary range of products.

Concentration by customers on
their core activities leads to outsourc-
ing. This opens up a market for exten-
sive sales of services, and it also provides
opportunities for closer cooperation.
In the property sector, there is a ten-
dency towards greater integration – for
example of heating, ventilation and the
indoor climate. It is more profitable to
focus on the total costs rather than on
individual cost components. This
applies both for customers and for
Sydkraft.

According to the official report on 
gas trading in a competitive market
(SOU 1999:115), deregulation of the
Swedish natural gas market will com-
mence on August 10, 2000. The report
states deregulation will be
accomplished in two stages and be
fully completed by 2006.

Initially, deregulation will apply to
customers who use more than 5 mil-
lion m3 of natural gas per year (corre-
sponding to approximately 55 GWh),
and to producers and distributors of
electricity who own their own natural
gas pipelines.

The energy market

Trends such as globalization, individu-
alization, outsourcing, alliances, merg-
ers and the blurring of industry-
boundaries also have an impact on the
energy market, which is developing
into a multi-utility market, offering
several utility services simultaneously.
Energy is sold by a growing number of
players, ranging from filling stations
and oil companies, which have been

in the energy market for some time, to
outside companies with a strong brand
name in the consumer market. A similar
trend is anticipated when the natural
gas market is deregulated.

Energy procurement is becoming an
increasingly strategic issue for interna-
tional corporate groups, and this
results in complex centralized tender-
ing processes.

In Sweden, the number of traditional
participants in the electricity sales
market has declined from 1 500 in 1960
to 260, prior to deregulation in 1995.
Today, there are about 90 companies
with their roots in the industry and, in
addition, there are some 20 companies
from other industries or which are in
the process of establishing their opera-
tions.  There are also a few non-Swedish
companies.

In the Swedish consumer market,
there is a tendency for companies
with strong brands to try to persuade
the general public to buy commodities
other than their own core products.
The need to collect information from



market surveys, customer contacts,
claims reports and similar sources
means that business development is
becoming increasingly IT-oriented.
Electronic commerce operations have
been commenced but consumers
appear to have some initial doubts
about transactions via the Internet.
Many purchasing decisions are made
on the basis of website information,
however. The Internet is resulting in
almost total price transparency, and
this is exerting pressure on margins in
all industries.

Similar tendencies can be seen in the
corporate market, and there is increas-
ing customer demand for customized
solutions. Company requirements
range from environmental compatibil-
ity, reliability and greater efficiency to
simply wanting to concentrate on
their core operations.

The business sector today

The development of Sydkraft’s image
as a technical support and service
company is continuing, and the brand-
building process has been intensified.
Awareness of the Sydkraft brand
increased during the year, and a positive
attitude to Sydkraft could also be noted.

The restructuring of the electricity
market is continuing, and Sydkraft is
deeply committed to this development.
During 1999, Sydkraft acquired three
subsidiaries with a total of about 
15 000 customers – Lessebo Energy,
Östernärkes Kraftförsäljning and Osby
Energi. Sydkraft also acquired 49% of
Norrköping Miljö & Energi (NME), an
associated company whose activities
include electricity sales. In addition,
the Sydkraft Group acquired 49% of
the Østfold Energi electricity sales and
distribution network at the beginning
of the year 2000. Østfold Energi has
90 000 customers.

In operational terms, the business
sector is currently divided into two units
– one for the private-household market
and one for the corporate market.

Sydkraft has been participating for

some time in a project that extends
across traditional industry boundaries
and involves a variety of partners. In
1999, for example, this resulted in the
joint launching of the COLLECT cus-
tomer and bonus club in cooperation
with the Kinnevik Group.

Similar projects are under way in
the corporate market. The development
of improved service products and
functional solutions has been intensi-
fied, and strategic alliances will lead to
new concepts, for example in the
indoor climate and environment fields.

Private-household market
•Customers and sales
There are 4 465 000 private-household
customers in Sweden – 2 150 000
apartment units, 1 090 000 private
houses with electrical heating, 700 000
houses with other forms of heating
and 525 000 leisure homes.

Sydkraft has a market share of 13%
in terms of direct sales. Sydkraft is
underrepresented among apartment
customers (11%), but has a higher pro-
portion of the private dwelling and
farm market (16% of this sector has

electrical heating and 19% household
electricity).

During 1999, marketing primarily
focused on existing customers and the
national private-house category, par-
ticularly houses heated by electricity.

So far, customer mobility has been
relatively limited. In a Nordic context,
it may be noted that approximately 
70 000 households have changed their
supplier since the Norwegian market
was totally deregulated in 1996. In
Sweden, there were approximately
60 000 changes of supplier prior to
November 1, 1999.

There continues to be growing
interest in alternative sources of
energy in the private-household mar-
ket. Sydkraft supplies 9 000 customers
in private homes with natural gas for
heating purposes, and more than 350
contracts have been signed with home-
owners in the existing market area.

There are 120 000 private customers
for district heating.

•Products
Sydkraft’s product offering meets the
requirements explicitly expressed in
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THE ADVERTIS ING CAMPAIGN IN  THE 

CONSUMER MARKET A IMS TO BUILD

SYDKRAFT ’S  IMAGE AS  SERVICE  COMPANY,

RATHER THAN A  POWER PRODUCER .  



market surveys, which indicate that
private households want to purchase
electricity in a great many different
forms – short-term or long-term agree-
ments, a variable price or a fixed price,
or a combination. In its ambition to be
a full-service company, Sydkraft has
developed customer services on a
round-the-clock basis, 365 days a year.
It also offers a number of energy serv-
ices such as Personal Energy Advice,
Home and Child Safety Inspections,
based on the “Tailor your own electric-
ity package in 15 minutes” theme.

One third of Sydkraft’s customers
choose a variable price. Two thirds
prefer a fixed price, preferably with an
agreement covering several years.
Personal Energy Advice is the most
popular complementary product. Since
consumers can save an average of
10% of their electricity consumption if
they have access to the right informa-
tion, Sydkraft’s know-how can lead to
considerable customer benefit.

Corporate market
•Customers and sales
Sydkraft has approximately 56 000
electricity customers in this market, 
3 300 natural gas customers, 200 LPG
customers and 5 500 district heating
customers. The priority segments are
properties and the food, wood prod-
ucts and engineering industries.
Companies in these sectors see con-
siderable advantages in having a
national energy supplier.

In 1999, marketing primarily
focused on establishing Sydkraft’s
position as a supplier of energy solu-
tions. The results exceeded the targets.

As in the past, there is considerable
interest in the Total Heat concept,
under which Sydkraft installs, owns
and operates heating plant on behalf of
the customer. The pace of expansion of
Total Heat business will increase dur-
ing 2000, based on Sydkraft’s nation-
wide market development program.

Deregulation of the natural gas mar-
ket will commence during the coming

year. Sydkraft has considerable confi-
dence in the development of a deregu-
lated gas market, based on its experi-
ence of deregulation of the electricity
market and its strong position as a
total supplier in the gas market. Since
there is only one route for the impor-
tation of natural gas – from Denmark
to Sweden – there will not be a com-
pletely free market.

Sydkraft currently has high market
coverage in its existing natural gas dis-
tribution area. There are only a limited
number of potential customers in the
industrial and property segments, but
there is still a substantial market in the
private-household sector. The success-
ful sales record continued during 1999,
and about 150 new contracts were
signed, representing approximately 
45 GWh.

Extension of the distribution network
is continuing. The network has now
reached the Bjäre peninsula and
Höllviken area in Skåne in southern
Sweden, where a high proportion of
new customers have signed supply
agreements.

•Products
Companies require functional
solutions to an increasing extent.
Many companies have insufficient
resources to handle and implement
profitable energy measures under their
own auspices. In addition to a free
choice of energy forms – electricity,
gas, heat or cooling – Sydkraft’s
energy portfolio offers a number of
energy services. A high proportion of
product development is now carried
out in conjunction with customers.
Sydkraft’s Energiloop ® cooperation
technique is one example of the 
provision of energy solutions on the
customer’s terms, enabling the customer
to rationalize the total utilization of
energy. This technique is also used to
reduce the impact on the environment
and the risk of energy-related interrup-
tion of operations.

The Falcon brewery in Falkenberg is

an example of a company that uses
the Energiloop. In addition to reduced
discharges into the environment, the
measures implemented so far have
saved more than SEK 500 000 a year.

Outlook

High volumes, attractive services, effi-
cient and modern administration and
effective communications are key fac-
tors in maintaining success. The cus-
tomer must feel that being a Sydkraft
customer offers additional value.

Employee attitudes and their
approach to assignments are
fundamental factors in achieving suc-
cess in a service company. Sydkraft’s
personnel have a high degree of 
expertise and considerable experience
of change processes.

There will be increased competition
both from large international compa-
nies and from specialized niche play-
ers. The blurring of traditional indus-
try boundaries may mean that market
participants from other industries can
“own” a customer relationship.
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Further deregulation and harmonization of taxes and environ-

mental rules are required if an electricity market characterized

by competition on equal terms is to be established.

Production Business Sector

The past year

• Reduced production of electricity, and lower prices resulted in a decline in net 
sales to SEK 7.1 billion. Operating profit declined to SEK 1.7 billion.

• Extended overhauls of the Barsebäck and the Oskarshamn 2 reactors resulted 
in a reduction of 1.2 TWh in nuclear power production, and hydroelectric pro-
duction declined by 2.1 TWh compared with 1998, a year of abundant precipi-
tation.

• The Barsebäck 1 reactor was shut down on November 30, 1999 as a result of a 
political decision. Electricity supplies to compensate for closure commenced 
simultaneously, under an arrangement reached with the Government.

• During the year, an agreement was concluded with Svenska Kraftnät (the 
Swedish National Grid) regarding standby status for the third oil-fired unit at 
the Karlshamn plant.

The business sector’s assignment

Companies in the Production Business Sector are totally responsible for
operations and maintenance for the production of electricity and heat in the
Group’s plants. These companies produce electricity, heat and cooling, and dis-
tribute heat and cooling to customers in northern Europe.

Group net sales

Group operating profit

Group number of employees

Business sector's share of:

4%

46%

26%

BUSINESS  SECTOR PRES IDENT

GERT LYNGSJÖ

Key data

1999 1998

Net sales, SEK M 7 091 8 242

- of which non-Group 555 621

Operating profit, SEK M 1 690 1 987

Operating margin, % 24 24

Investments in fixed assets, SEK M 916 1 139

Average number of employees 2 127 2 228



Prerequisites

Electricity in Europe
Electricity accounts for an increasingly
high proportion of energy consump-
tion. In northern Europe, utilization of
electricity has risen by 1-2% annually
in recent years, and this growth rate is
expected to be maintained in the near
future. The rate of increase in other
parts of Europe is expected to be
slightly higher during the same period.

Several relatively old production
plants with poor environmental per-
formance will be shut down in the
next few years. Gas-fired plants will
probably account for any additional
capacity in Europe in the next few
years. The construction of windpower
and bio-energy plants will depend on
the availability of state subsidies.

Electricity in the Nordic region
Total electricity production in the
Nordic region amounted to slightly
more than 380 TWh in 1999, of which
Sydkraft produced approximately 7%.

Further deregulation and
harmonization of taxes and environ-
mental rules are required if an electric-
ity market characterized by competi-
tion on equal terms is to be
established. In the short term, it is
important that electricity market legis-
lation is amended to ensure that simi-
lar competitive conditions apply to
Swedish producers and producers in
other countries – such as Denmark –
which have not yet fully opened up
their electricity markets.

Electricity in Sweden
Swedish production of electricity is
being restructured as a result of dereg-
ulation of the electricity market. Both
large and small production plants are
subject to changes in ownership, and
reserve facilities are being closed.

This has resulted in a deterioration
in the balance in the Swedish electric-
ity supply system, particularly in
southern Sweden. According to a
study prepared by the National Energy
Authority, southern and central
Sweden have a production deficit of
about 2 400 MW, excluding the
closure of Barsebäck 1. This deficit is
met by imports. During the year,
Svenska Kraftnät, which is responsible
for maintaining a balance in supplies,
signed an agreement for reserve opera-
tion of the third remaining unit at the
Karlshamn plant. This improves the
situation to some extent, but it is not
sufficient to eliminate the deficit.

During the year, the Swedish
Government instructed Svenska
Kraftnät to initiate a tendering process
for small-scale electricity production
following the termination of the sup-
ply concession system on November
1, 1999. The tenders involved electric-
ity plants with a power output of 
1 500 kW or less, for example small
hydroelectric power plants, windpower
and co-generation units. The tendering
process resulted in a price level of ap-
proximately 14 öre/kWh, which means
that the Government will have to 
subsidize the difference between this
price and the actual cost of supplies

from the plants concerned, which
amounts to approximately 25 öre.

Heat in Sweden
It is estimated that the total heating
market in Sweden amounts to approx-
imately 45 TWh. Demand is relatively
stable.

Large-scale district heating and cool-
ing production and extension of the
distribution network are only econom-
ically feasible in urban areas with con-
siderable potential and concentration.
Such large-scale networks also offer
the best opportunities for the efficient
utilization of local sources of waste
heat, for example from industry and
the burning of waste materials, thus
providing a basis for co-generation.
Small-scale and customized solutions
are offered in locations with more dis-
persed population patterns.

Technical solutions have been devel-
oped for the storage and production of
heat and cooling from the ground water
in various subterranean acquifers, and
porous crevice formations.

Taxes and government charges rep-
resent a high proportion of the cost of
production, and they vary depending
on the choice of fuel and the produc-
tion method. This has a considerable
impact on the competitive situation.
Biofuel is completely exempt from
taxation at the moment, while fossil
fuels are subject to heavy taxation. In
the case of coal-fired heat production,
the cost of the coal itself only represents
20% of the total fuel cost – the rest is
taxation. In the case of natural gas,
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which has the lowest rate of fossil fuel
taxation, the gas accounts for 60% of
the cost, and 40% is taxation. This
means that it is important to have a
flexible production mix to cope with
changes in taxation and fuel prices.

The business sector today

Electricity production
•Barsebäck
Electricity production in the Barsebäck
plant amounted to 6 123 GWh (8 332).
Production availability was 51% (84)
for Barsebäck 1 and 67% (77) for
Barsebäck 2. Barsebäck 1 was shut
down on November 30, 1999 as the
result of a political decision. Sydkraft
received compensatory supplies
amounting to 351 GWh in accordance
with an agreement reached with the
Government.

•OKG
The Sydkraft Group’s share of OKG
amounts to 54.5%.

Total production in the three reactor
units at the OKG plant in Oskarshamn
amounted to 15 013 GWh (13 777),
and the Group’s share was 8 182 GWh
(7 509). Modernization of the

Oskarshamn 1 unit is expected to be
completed during 2001. A major over-
haul of Oskarshamn 3 was completed
during the year. Production availability
was 87% (33) for Oskarshamn 1, 64%
(90) for Oskarshamn 2 and 89% (89)
for Oskarshamn 3.

Other nuclear power
Sydkraft’s nuclear power production
from other sources amounted to 702
GWh (668), of which 324 GWh was
accounted for by the ownership par-
ticipation in Mellansvensk Kraftgrupp.

Hydroelectric power
Total hydroelectric production
amounted to 11 370 GWh (13 514).
There was abundant water supply in
1998 as a result of the strong spring
run-off, resulting in substantial replen-
ishment of reservoirs. Due to the dry
summer of 1999, production during
the latter half of the year was consid-
erably lower than in the preceding
year, although total water supply in
1999 was slightly higher than average.

•Other electricity production
Total production of electricity in oil-
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TOTAL  ELECTRIC ITY  PRODUCTION IN

THE NORDIC REGION AMOUNTED TO

SL IGHTLY MORE THAN 380 TWH IN  1999 ,
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fired, gas turbine and windpower
plants amounted to 38 GWh (69). The
reduction was due to lower production
at the Karlshamn plant.

Two of the three Karlshamn Kraft
AB units were shut down on January
1, 1999. During the year, an agreement
was concluded with Svenska Kraftnät
regarding payment for standby status
for the third oil-fired unit at the Karls-
hamn plant. The agreement covers the
period October 1, 1999 - April 2002. 

Two new windpower plants each
rated at 600 kW have come into oper-
ation near Trelleborg. In all, Sydkraft
operates 18 windpower plants.

Electricity production in combina-
tion with heat production amounted
to 770 GWh (845). Most of this elec-
tricity was produced by the Malmö
and Örebro co-generation plants.

Heat
Total deliveries of heat amounted to 
4 187 GWh (4 270).

•District heating
Deliveries of district heating
amounted to 3 542 GWh (3 658).
District heat is produced in Malmö,
Örebro, Timrå and Gävle.

Construction of a pipeline linking the
Örebro, Kumla and Hallsberg district
heating networks commenced in 1998.
The first stage between Kumla and
Hallsberg is now in operation and the
Örebro-Kumla link was completed in
January 2000.

District heating production is based
on a mix of fuels such as natural gas,
oil, coal, waste, biofuels, electricity,
heat from electric boilers, heat pumps,
peat and industrial waste heat. Taxes
and government fees represent a high
proportion of the production cost, and
vary in accordance with the type of
fuel and production method.

The six-year test program for the
production of electricity and heat at
the Värnamo plant was completed
during October, as scheduled.
Production was based on the pressur-
ized gasification of biofuels. The
Värnamo plant was a full-scale instal-
lation, permitting tests of technical,
environmental and economic aspects.
Various fuels were tested, including
straw, bark, energy forest and sorted
household waste. Satisfactory techni-
cal and environmental results were
achieved in all cases. This technology
is not economically competitive at the
moment, however.

•Total Heat
Deliveries of Total Heat amounted to
645 GWh (612). Deliveries were made
to approximately 900 heat plants in
various size categories in locations
ranging from Skåne in the south to
Jämtland in the north.

Production of Total Heat is individu-
ally linked to the specific production
unit. Natural gas, oil, electricity and bio-
fuel are currently used to produce heat.

Fuel operations
Sydkraft’s fuel plant in Värnamo pro-
duced a total of 179 GWh (157) of
fuel, mainly consisting of biofuel pel-
lets. The fuel is delivered mainly to

municipal energy companies in south-
ern Sweden.

Environmental issues

Updating of the previous Life Cycle
Analysis report is expected to be com-
pleted during 2000. This analysis,
which involves presentation of the
environmental effects of Sydkraft’s
production operations, indicates low
discharges from electricity production.

Sydkraft’s windpower installation
on Vindön island, close to Landskrona,
has received environmental certifica-
tion as part of the company’s environ-
mental operations.

The ISO 14001 certification process
has commenced for companies in the
business sector. All companies will be
certified by December 2001.

Outlook

Cost-effective operation is becoming
increasingly important in a
deregulated market. As a result, exten-
sive efforts are being devoted to
improving power plant efficiency.

Initiatives will be taken at the
national and international levels in the
heating sector. Sydkraft Värme
Norrland will own and manage heat
installations in northern Sweden. At
the national level, there will be contin-
ued acquisition of district heating net-
works in all size categories.

At the international level, the main
focus will be on Poland. A new sub-
sidiary to sell Total Heat is being
formed in Poland – Sydkraft
Energetyka Spolka zo.o. Acquisitions
are planned in the co-generation and
district heating distribution areas.

Sydkraft and Østfold Energi will
develop and sell Total Heat in the
Norwegian market under a
partnership agreement with Østfold
Energi. 
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To live up to our vision - to be the leading network company in

northern Europe - we must develop our availability, electricity

quality and service levels in accordance with our customers’

requirements, while also maintaining a network price level that

is acceptable to both customers and authorities.

Distribution Business Sector

The past year

• Net sales were virtually unchanged, at SEK 4.6 billion.

• Operating profit, which amounted to SEK 1.3 billion, was maintained as the 
result of rationalization and efficiency-improvement measures.

• Hurricane-force winds resulted in protracted power failures for many 
customers in December, particularly in southern Sweden.

• The elimination of the hourly-metering requirement in connection with a 
change of electricity supplier resulted in considerable investment in new settle-
ment systems.

• Osby Energi, which has more than 4 000 network customers, was acquired 
during the year. Sydkraft also acquired 49% of Norrköping Miljö & Energi 
(NME), an associated company that has 65 000 network customers.

The business sector’s assignment

The companies in this business sector are wholly responsible for the operation
and maintenance of distribution networks and other installations for the
transportation of electricity, natural gas and LPG to customers.

In addition, the business sector is responsible, via Sydgas AB, for all purchases
of natural gas and deliveries to Helsingborg, Lund, Ängelholm and the
Heleneholm plant in Malmö.

Group net sales

Group operating profit

Group number of employees

Business sector's share of:

28%

36%

18%

BUSINESS  SECTOR PRES IDENT

CLAES  JACOBSSON

Key data

1999 1998

Net sales, SEK M 4 619 4 658

- of which non-Group 4 173 4 034

Operating profit, SEK M 1 321 1 310

Operating margin, % 29 28

Investments in fixed assets, SEK M 608 714

Average number of employees 1 082 1 166



Prerequisites

Electricity distribution in Europe and
Sweden
Harmonization of the various
countries’ national legislation with the
EU electricity market directive was
completed during the year. National
applications range from solutions in
which a central entity makes all
arrangements, but is obliged to
conduct transactions for customers
who are entitled to such services, to
the Swedish solution, in which all the
participants in the electricity market
are guaranteed access to the distribu-
tion network and are free to select
their customers or suppliers.

The pricing of transmission services
is a crucial factor in the development
of a common electricity market. These
issues have been solved in the Nordic
countries (Nordel), but the manner in
which prices are established for trans-
actions between other EU countries,
and between Nordel and other coun-
tries, has not yet been resolved.

In Sweden, the hourly metering
requirement was replaced by a stan-
dard charge model as from November
1, 1999. This means that all Swedish
customers have a free choice of elec-
tricity suppliers, at no extra cost.
Considerable effort has been devoted
to handling the standard charge sys-
tem and changes of suppliers as ration-
ally as possible.

A downward pressure on distribu-
tion network prices may be

anticipated, following the dramatic
reduction in electricity trading prices.
The supervisory authority is expected
to be given greater resources and to
impose more effective sanctions on
the owners of networks that fail to
comply with the authority’s
recommendations. The challenge fac-
ing Sydkraft’s network companies is
the need to reduce costs by means of
more efficient management and opera-
tion of the electricity distribution net-
work. More rational geographical dis-
tribution units are being established as
a result of acquisitions and an increas-
ing degree of outsourcing is achieving
effective competition in the
maintenance and investment contexts.

Meter reading and invoicing
routines, including customer service,
can also be rationalized, for example
by employing external resources for
meter reading duties, a greater empha-
sis on the development of remote
meter-reading techniques and new
systems and/or partnerships for
invoicing routines.

The network authority (STEM) has
ordered certain Sydkraft network
companies to refund the price increase
of 0.1 öre/kWh introduced on January
1, 1999 to local network customers.
The authority has also embarked on
an examination of Sydkraft’s regional
network tariffs in connection with this
price increase. In addition, the
Swedish Parliament has decided to
impose a charge of 0.2 öre/kWh dur-

ing year 2000 on power taken from
the national grid by regional network
owners. This charge is to be used to
subsidize small-scale power supplies,
mainly windpower. 

Sydkraft’s electricity distribution
Following the acquisition of electricity
distribution companies in recent years,
Sydkraft now distributes
approximately 31.5 TWh of electricity
to some 850 000 network customers
via wholly and jointly owned network
companies. Most of these customers –
560 000 – are in southern Sweden, 
165 000 of them in Malmö. There are
approximately 90 000 customers in
and around Örebro and about 43 000
network customers in the Sundsvall
district. Electricity distribution compa-
nies invest more than SEK 600 M 
a year, mainly in the form of reinvest-
ment in network installations.

To live up to our vision - to be the
leading network company in northern
Europe - we must develop our avail-
ability, electricity quality and service
levels in accordance with our customers’
requirements, while also maintaining a
network price level that is acceptable
to both customers and authorities.

Gas distribution in Europe and Sweden
There is a few years’ lag between
developments in the natural gas market
and the deregulated electricity market.
According to the EU natural gas direc-
tive, the natural gas market is to be
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other words, if there is to be effective
competition in the Swedish market for
natural gas, it is essential that competi-
tion also applies to the importation of
natural gas into Sweden.

The Swedish natural gas market has
enjoyed relatively satisfactory growth
in areas covered by the distribution
network since natural gas was
launched in Sweden in 1985. In com-
bination with the LPG market, natural
gas now accounts for about 4% of
Sweden’s total energy supplies.
Natural gas provides about 9.5 TWh
and LPG approximately 6.5 TWh. The
natural gas market share in areas cov-
ered by the network is 20-25%, which
is the same proportion achieved in
West European countries that have
been using natural gas for many years.

opened up for competition during
2000. As in the case of the electricity
market, in addition to increased com-
petition, deregulation will probably
involve substantial structural changes
in the form of company mergers and
acquisitions. The traditional gas sup-
pliers and transportation companies
will also become more interested in
the end-customer market and trading
exchanges will be established for nat-
ural gas supplies. In other words, there
will be new opportunities, both for
customers and for gas extraction com-
panies and distributors.

The EU natural gas directive, which
is to be incorporated into Swedish leg-
islation, is designed to increase com-
petition in natural gas markets and
create a single market for natural gas.

The directive’s minimum requirement
is an end-user consumption of more
than 25 million m3 of natural gas a
year at any given location. The market
will be opened up for customers who
meet this requirement on August 10,
2000. The corresponding Swedish offi-
cial report proposes a considerable
wider implementation as from this
date, calling for the market to be fully
opened up for customers with a con-
sumption of more than 5 million m3

(approximately 55 GWh), and a com-
pletely free market as from January 1,
2006. In principle, this is a positive
development. The problem is that all
Swedish imports of natural gas are
conducted via a state-owned company
which, in practice, will have a monop-
oly as far as imports are concerned. In
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SYDKRAFT GAS CONVERTED A  FORMER

UNDERGROUND OIL  STORAGE CHAMBER

INTO A  REFR IGERATED LPG STORAGE

UNIT  DURING 1999 .



The business sector today

There has been a relatively substantial
expansion of electricity network oper-
ations in recent years as a result of
acquisitions. Sydkraft is also actively
endeavoring to acquire further distri-
bution companies, particularly in
urban areas in existing network
districts, and also in areas in the
immediate neighborhood of Sydkraft’s
distribution network. Large networks
which may constitute a rational distri-
bution area, per se, and which provide
a basis for further expansion, are also
attractive investment targets – for
example Örebro and Norrköping in
Sweden, and Østfold in Norway.

Network distribution companies
will be involved in the provision of
broadband solutions as a result of par-
ticipation in the expansion of the
optofiber network, both on the national
grid and on regional distribution net-
works. Sydkraft will also participate in
building up urban or local networks in
the urban areas it covers, and will be
actively involved in various experi-
ments to transmit information directly
via the electricity supply network.

The operations of Sydkraft’s gas com-
panies, Sydgas AB and Sydkraft Gas
AB, have been merged, and their mar-
keting and sales departments have
been transferred to the Group’s
Marketing and Sales Business Sector.
The natural gas market expanded dur-
ing the year as a result of extension of
pipelines in the Höllviken area and the
Bjäre peninsula. In addition, an appli-
cation has been made for a permit for
an extension to the Gnosjö district in
Småland. Construction of a natural gas
storage facility is under way in Halland,
in cooperation with Gaz de France.

Sydkraft Gas has converted a former
oil storage rock chamber in Karlshamn
into a refrigerated LPG storage facility
with a capacity of 50 000 tons. This
facility came into operation in October
1999.

Outlook

The main challenge in the coming year
will be to maintain profitability by 
improving efficiency. More rational
methods and increased competition
for tasks performed under Sydkraft’s
own auspices will be achieved by a
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TO REDUCE EMISS IONS,  SOME 30

HEATING AND DISTRICT HEATING

PLANTS HAVE  BEEN CONVERTED FROM

OIL  TO LPG IN  RECENT YEARS .

TODAY,  SWEDEN’S  NATURAL  GAS MARKET ACCOUNTS FOR ABOUT 3% OF  THE 

COUNTRY’S  ENTIRE  ENERGY SUPPLY.  

greater degree of outsourcing and
partnerships with suppliers and con-
tractors. Expansion of the electricity
distribution network will continue as
a result of acquisitions – primarily
electricity distribution companies in
close proximity to existing operations
in order to achieve cohesive, relatively
large and rational electricity distribu-
tion centers. The reliability and qual-
ity of the electricity we supply must
be on a par with that offered by com-
parable companies.

A prudent expansion of natural gas
supplies will continue while, at the
same time, the advantages of this
product are clearly presented. The
Baltic Gas Interconnector project,
which is designed to establish a new
route for gas imports from Germany
to Sweden, will be developed on com-
mercial lines, and the relevant permits
will be obtained to enable the project
to be realized.

During 2000, the optofiber develop-
ment initiative should advance suffi-
ciently to permit the initial construc-
tion of a number of urban networks
for our customers, and for our own use. 



Group net sales

Group operating profit

Group number of employees

Business sector's share of:

9%

4%

47%
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Each company in this business sector aims to be one of the five

largest companies in its field in Sweden. This will ensure long-

term development of operations in close cooperation with

customers, both at the local and global levels, and also pro-

vides an opportunity to maintain strategic leading-edge exper-

tise. In turn, this will enable companies in the business sector

to reinforce the competitive capability of the Sydkraft Group in

the energy sphere.

Consulting and Contracting 

Business Sector

The past year

• Net sales increased by 17% to SEK 2.6 billion. Customers outside the 
Group now account for 53% of sales.

• Operating profit declined by 10% to SEK 133 M, mainly due to reduced 
earnings from consulting operations.

• Sycon continued to expand, for example as a result of the acquisition of 
the Tellus environmental consulting company. Sycon is now the fifth 
largest consulting company in Sweden.

• WM-data Ellips developed very favorably, and achieved considerable 
success with its various systems for applications in the electricity industry. 

• During the year, ElektroSandberg integrated the Sydkraft Group’s 
contracting operations and acquired El och Trafikteknik in Gothenburg.

The business sector’s assignment

This business sector consists of five companies with operations in five different
industries:
- WM-data Ellips – IT consultants
- Sycon – technical consultants 
- ElektroSandberg – electrical and lighting contractors and traffic information
- Evicom – operation and maintenance of communications equipment and 

the processing of metering results
- Sydkraft ServicePartner – consultancy and services, and also property 

management, primarily for other Group companies

BUSINESS  SECTOR PRES IDENT

GÖRAN S JÖHOLM

Key data

1999 1998

Net sales, SEK M 2 565 2 186

- of which non-Group 1 347 1 039

Operating profit, SEK M 133 148

Operating margin, % 5 7

Investments in fixed assets, SEK M 74 98

Average number of employees 2 779 2 402



53

Each company in this business sector
aims to be one of the five largest com-
panies in its field in Sweden. This will
ensure long-term development of
operations in close cooperation with
customers, both at the local and global
levels, and it also provides an opportu-
nity to maintain strategic leading-edge
expertise. In its turn, this enables com-
panies in the business sector to rein-
force the competitive capability of the
Sydkraft Group in the energy sphere.

Prerequisites

Consulting and contracting operations
are both characterized by keen com-
petition, and are undergoing structural
changes involving a shift in favor of
larger units. Sycon and ElektroSandberg
are particularly active participants in
this process.

Similar developments may be noted
on the customer side, and the number
of customer units is diminishing as a
result of takeovers and mergers. This
restructuring process also means that
the Swedish market is exposed to
competition from global players with
experience of a different volume
approach and competition from com-
panies that previously operated in
other industries.

Outsourcing of support operations
by customers and the subsequent con-
centration on core operations is another
trend in this sector, although it is not
as dramatic as the restructuring processes
described above. In the main, outsourc-
ing creates opportunities for compa-
nies in this business sector, although it
also provides scope for new suppliers.

Expansion of the broadband network

in Sweden also creates opportunities,
particularly for Evicom, which is
building up this new IT infrastructure
in cooperation with other companies
in the business sector and in the market. 

The business sector today

WM-data Ellips
WM-data Ellips aims to be the best IT
partner in the Nordic region for
energy, environmental and water com-
panies and is engaged in:

- Consulting operations focusing on 
the development and implementa-
tion of administrative systems for 
market planning, sales activities and 
debiting

- Sales of software products (licenses) 
for the operation and maintenance 
of computer systems

- Operation and servicing of central and
local computer systems and networks.

The WM-data Ellips’ K+ customer-
information system has substantially
increased the company’s market share
in the energy sector to more than 25%.
Deregulation of the private-household
electricity market has established an
excellent basis for sales of the
company’s product for handling stan-
dard metering, now performed in part-
nership with the customer.

The trend towards a consultant-based
integrated approach, which
commenced in 1998, was accentuated
during the year. Sales increased by
about 35%, with a maintained earnings
capability. Much of this improvement
occurred in the consulting field.

The number of employees increased

by approximately 30%, corresponding
to 50 staff members, mostly outside
the Malmö area.

Computer service, which involves
the operation and servicing of computer
systems and networks, is developing
as planned. The number of interrup-
tions in customers’ operations contin-
ues to be low.

The training and development of
WM-data Ellips’ employees is a key
factor in competition. Substantial
efforts are currently devoted to ensur-
ing that employees apply a common
approach that can be translated into
operational and tactical terms in order
to increase customer satisfaction. As
our customers develop their procure-
ment skills, our consultants must
develop the corresponding capabilities.

Cooperation with WM-data is
developing in a satisfactory manner.

Sycon
Sycon has more than 800 consultants
and sales of SEK 560 M, making it one
of Sweden’s largest technical consult-
ing companies.

Sycon’s task is to help its customers
to be more successful, and to create
maximum benefit for customers by
developing their plants, buildings,
operations, products and systems.

Sycon’s customers are in the energy,
property and manufacturing industries,
and in the public and defense sectors.
Sycon’s home market is the whole of
Sweden, and the international market
is expanding. The major volume of
Sycon’s business may be described as
technical consulting, although there is
a growing volume of assignments in



operations development, environmen-
tal management, the IT infrastructure,
safety and security, and management
techniques. Sycon is continuing to
develop its expertise, methods and
tools in such areas.

Additional personnel are being
appointed to offices in growth regions
in Sweden, while adjustments are
being made in locations where the
market is declining. International oper-
ations are developing satisfactorily via
Sycon International, which feeds back
experience and know-how to customers
in the Swedish market. Sycon has a
substantial and growing proportion of
leading-edge expertise in most of the
areas it covers.

Sycon continued to expand during
the year. Three companies were
acquired. Tellus, which has approxi-
mately 100 employees, is the largest of
these acquisitions, and includes Tellus
Miljömanagement, which has about
30 highly qualified consultants in the
environmental field. All Tellus opera-
tions have a clear environmental pro-
file and are ISO 14001 certified. Tellus’
energy, heating and plumbing and
electricity consulting operations pro-
vide further reinforcement of Sycon’s
position.

Picon, a well-known company in
Skövde with some 10 employees, was
also acquired during the year. Finally,
Sycon became a partner in EPS
Consulting in Vänersborg during 1999.
These acquisitions have strengthened
Sycon’s position in western Sweden.

Consulting operations are character-
ized by keen competition. The indus-
try is undergoing a structural change
toward larger units. Sycon continues
to play an active part in this restructur-
ing process.

The energy, property and defense
sectors are important segments for
Sycon. The defense sector has
declined significantly, but Sycon has
countered this trend by working pur-
posefully and successfully to increase
the volume of assignments in the con-

struction and property industry, in
manufacturing and in the international
market. As a result, Sycon’s customer
structure has changed and a basis for
future development has been
established. However, we also consider
that the defense market has now sta-
bilized at a lower level.

ElektroSandberg
ElektroSandberg aims to be the lead-
ing supplier of electrical contracting
and servicing operations in the instal-
lation, network, power and industrial
sectors.

The core activity in the installation
field consists of traditional installation
operations with a growing proportion
of telecom/data assignments. In the
network field, ElektroSandberg is
involved in the erection and servicing
of grid, regional and local networks,
and also telecom networks, street
lighting and traffic lights. In the power
and industrial sectors, ElektroSandberg
is responsible for contracting and
maintenance assignments. Operations
involving mechanical maintenance and
rotary equipment were introduced
during the year. The market potential
in this area is estimated to be approxi-
mately SEK 500 M.

There has been further development
of the partnership concept, which
involves working closely with strate-
gic partners on a long-term basis.
“Network Partner” agreements were
signed during the year, for example
with Söderhamns Energi.

ElektroSandberg’s operations are
characterized by keen competition
and, as a result, there is pressure on
margins which has led the company to
establish a strategy based on an
expansion of operations to spread
administrative and development costs
over a greater volume.

ElektroSandberg aims to achieve
nationwide coverage and to establish
operations in the major urban centers.
A company based on Gothenburg – El
och Trafikteknik AB (ETA) – was

acquired during 1999. ETA has annual
sales of SEK 120 M and 90 employees,
and provides a base for Elektro-
Sandberg’s operation in western
Sweden.

The acquisition of ETA involves a
stronger focus on the street lighting
and traffic lights segment. This is
strategically important for Elektro-
Sandberg since this market is expected
to develop substantially.

Sydkraft has acquired 49% of Norr-
köping Miljö & Energi (NME). As a
result, ElektroSandberg will also be
establishing operations in the Norr-
köping area.

In Norway, ElektroSandberg will
establish operations with 180 employ-
ees at Sarpsborg, as a result of
Sydkraft’s acquisition of 49% of
Østfold Energi’s electricity trading and
distribution subsidiaries.

ElektroSandberg has acquired Diatek,
a company that specializes in the 
measurement of vibrations in rotary
equipment. This company and its
products provide a basis for Elektro-
Sandberg’s operations in this area.

ElektroSandberg received ISO 9001
and 14001 certification during the year.

Evicom
Evicom’s core operation focus on
energy-technology information systems.
Operations range from the supply of
individual apparatus for electricity,
gas, heat and water metering to com-
plete systems for the collection of
metering data and communications.

The communications market is
developing rapidly, based on increas-
ing demand for broadband communi-
cations. This is resulting in very rapid
technological development and a
greater degree of risk in infrastructure
investments.

The electricity metering market is
subject to the requirements stipulated
by public authorities, which means
that the prerequisites can change very
rapidly. Demand and technological
development are governed by the
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Expansion of the telecom and broad-
band network will be intensified dur-
ing 2000, and this creates new oppor-
tunities for ElektroSandberg, as does
the development of traffic information
systems.

Expansion of broadband communi-
cations will also mean higher volumes
for Evicom. The new prerequisites in
the electricity market will result in a
reduced volume for metering
operations, however.

Sydkraft ServicePartner will develop
new service concepts to reduce
customer costs by increasing its coop-
eration with leading support firms that
complement the company’s basic
resources.
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pressure on prices in the electricity
market.

The common factor for communica-
tions and energy metering is that cus-
tomers are increasingly demanding
functional solutions and total-package
undertakings. As a result, Evicom is
developing a new concept for remote
meter reading and the collection of
metering data, and is also building up
a new IT infrastructure in cooperation
with other companies to meet the
market demand for broadband com-
munications.

Sydkraft ServicePartner 
Sydkraft ServicePartner functions as a
service partner for Group companies.

Sydkraft ServicePartner provides
office and other services, mainly for
other companies in the Group, in com-
petition with external suppliers. The
services provided include commercial
law, purchasing, pay administration,
office services, vehicles and premises.
During the year, the company’s sales
and logistics operations for electrical
distribution  materials were divested
to ELEF AB, a wholesale company.

The focus on core operations
applied by other Group companies is
leading to considerable growth in the
service area. Many new companies are

moving into the field, leading to
increased competition. As a result, Syd-
kraft ServicePartner aims to continu-
ally improve the factors that contribute
to its success, namely: access to skilled
personnel, large volumes, considerable
flexibility, a high degree of access and
efficient administrative systems.

Sydkraft ServicePartner’s continuous
development of its services and prod-
ucts, with a strong focus on IT and
Internet solutions, enables it to offer
concepts that comply with customers’
preferences.

Outlook

WM-data Ellips considers that the
trend established in the past year will
continue. The company will expand
organically, with a continued satisfac-
tory earnings capability.

Sycon is endeavoring to establish
unique expertise, involving an increased
volume of highly qualified consulting
services. Sycon is expected to continue
to expand through organic growth and
the acquisition of companies that
complement its operations. Natural
growth also occurs as a result of
Sydkraft’s acquisition of companies,
whereby advanced engineering expert-
ise is transferred to and developed by
Sycon.

ELEKTROSANDBERG’S  GOAL  IS  TO BE  THE LEADING SUPPL IER  OF  CONTRACTING AND

SERVICES  WITH THE INSTALLATION,  NETWORK,  POWER AND INDUSTRIAL  SECTORS .   
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The Swedish Financial Supervisory Authority has granted

Sydkraft Energy Trading authorization as a securities company.

Energy Trading is the first player in the market to receive a full

permit to conduct trading in energy derivatives – forward

contracts and options – and foreign currency on behalf of

external customers, and to handle transactions in energy deri-

vatives between various parties.

Energy Trading

The past year
Energy Trading comprises Sydkraft Energy Trading AB and Power Trading
within Sydkraft AB.

• Net sales amounted to SEK 6.7 billion. Operating profit increased by SEK 
169 M to SEK 230 M, mainly due to lower prices for purchases of physical 
power supplies and the settlement of financial price-hedging contracts.

• In 1999, trading on the Nord Pool electricity exchange amounted to SEK 38 bil-
lion, which corresponded to the total consumption of electricity in Sweden. 
Forward contract trading increased by 143%, and spot trading by 34%. The 
value of clearing transactions, in which Nord Pool assumes the customer’s 
financial risks, almost doubled. The number of participants in the electricity 
exchange increased to 264.

• The average spot market price was approximately 2 öre/kWh lower than in the
preceding year. Reduced spot prices did not have a full impact on Group earn-
ings due to price hedging in portfolio management.

• Sydkraft Energy Trading was the first player in the market to receive a full per-
mit to handle business involving energy derivatives and to conduct trading in 
energy derivatives and foreign currency on behalf of external customers.

Group net sales

Group operating profit

Group number of employees

Energy Trading's share of:
20%

6%

1%

MANAGER

LAWE WENNERHOLM

Key data

1999 1998

Net sales, SEK M 6 704 7 370

- of which non-Group 3 015 2 620

Operating profit, SEK M 230 61

Operating margin, % 3 1

Investments in fixed assets, SEK M 22 2

Average number of employees 70 36
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Energy Trading’s assignment
Sydkraft Energy Trading manages
portfolios on its own account and on
behalf of customers. Today, Sydkraft
Energy Trading also operates as an
agent for customers who wish to buy
or sell biofuel or fossil fuels although,
in this case too, the aim is to be in a
position to act as a portfolio manager.
Sydkraft AB Power Trading price hed-
ges the Group’s electricity production.

Prerequisites
The European energy market is
rapidly moving from public or private
sector monopolies to free competition
– particularly in the EU.

As a result of the EU electricity mar-
ket directive, all member countries are
required to open up their national
markets to competition from 26 to
33% in the period 1999-2005. The cor-
responding requirement in the EU
directive for the gas market involves
opening up the market from 20 to
33% in the period 2000-2010.

More than 33% of the EU electricity
market is already open to competition,
which indicates that deregulation is
proceeding faster than the directive’s
requirements. Some member countries
– including Sweden and Finland – have
already achieved total deregulation of
their electricity markets, and the gas
market is developing in a similar manner.
The gas market is already completely
free in the UK, and there is a market

place in London for trading in natural
gas contracts. The forms employed for
gas trading are now being adopted in
continental Europe.

Access to a transmission grid network
and transmission capacity between
member countries on acceptable terms
is the crucial factor for the development
of a free common energy market within
the EU.

The Nordic electricity market is
moving in the direction of a free mar-
ket as Denmark introduces new legis-
lation under which all Danish electric-
ity customers are to be permitted to
choose their supplier by the end of
2002 at the latest.

Both physical and financial trading
are increasing in Nord Pool, the joint
Nordic market place. New financial
instruments are being introduced.

Although considerable progress has
been made in the Nordic region in
developing a free electricity market,
the Nordic electricity market may still
be regarded as immature in compari-
son to most other EU countries. The
problems that arise, in the form of
increased risks for participants when
the market splits into different price
areas for much of the year, is one
example of this immaturity.

Energy Trading today
Sydkraft Energy Trading, which has
about 70 employees, was formed by
merging units within the Sydkraft Group.
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Sydkraft Energy Trading operates in a
market that is developing extremely
rapidly, and it has joint and individu-
ally customized programs and activi-
ties which are designed to develop the
skills and expertise of its staff. The
current joint program is entitled
“Entrepreneurship 2000”.

One of the cornerstones of
operational and organization develop-
ment is the Swedish Quality Award
(USK), which is the company’s tool for
supporting the customer-oriented
development of operations and for a
process-oriented approach.

The Swedish Financial Supervisory
Authority has granted Sydkraft Energy
Trading authorization as a securities
company. Energy Trading is the first
player in the market to receive a full
permit to conduct trading in energy
derivatives – forward contracts and
options – and foreign currency on
behalf of external customers, and to

handle transactions in energy deriva-
tives between various parties.

Professional risk management for
business, counterparty, operating and
foreign exchange risks is an essential
feature of operations. Business risks
are covered by “Value-at-risk”, and a
specially appointed counterparty
council is employed to classify all
counterparties in terms of risk.  Risk
exposure is determined by mandates
issued by the Parent Company Board. 

Energy trading with a consistent
risk-management policy has now
become an increasingly important
aspect of the Sydkraft Group’s core
operations.

Outlook
The established market places in
London, Oslo, Amsterdam and
Zeebrügge in Belgium now offer
opportunities for both physical and
financial trading with standard

contracts for electricity and/or gas.
Discussions are currently being held
regarding alliances between these mar-
ket places/exchanges. Trading on the
Nord Pool exchange in Oslo has
increased every year since it was inau-
gurated in 1996. In principle, the
financial market is doubling every
year.

The markets for electricity and natu-
ral gas in the EU/Europe are rapidly
becoming commodity markets resem-
bling the markets for coal, oil and oil
products.

Hence, in the near future, the partic-
ipants in the EU energy market will be
able to buy and sell electricity, natural
gas, coal, oil and oil products both at
the physical and financial levels. In
many cases, energy raw materials are
interchangeable, which establishes a
basis for price hedging, arbitrage and
risk-offsetting between various
sources of energy.

THE APPROXIMATELY  70  PERSONNEL  EM-

PLOYED BY SYDKRAFT ENERGY TRADING

ARE ACTIVE  IN  A  MARKET CHARACTERI -

ZED BY  EXTREMELY RAP ID  GROWTH.

PROFESS IONAL  MANAGEMENT OF  BUSINESS ,  COUNTERPARTY,

OPERATING AND CURRENCY R ISKS  ARE  AN ESSENTIAL  COMPO-

NENT OF  SYDKRAFT ENERGY TRADING’S  OPERATIONS.
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Definitions and concepts
- The 24-hour/Spot market involves 

the procurement of electricity for 
consumption the next day. Average 
trading in the Nord Pool market 
amounts to 5 000 MWh an hour. 
The price of electricity varies in 
accordance with supply and demand.

- The Weekly/Forward market is a finan-
cial market for price hedging and 
risk management, involving the pur-
chase and sale of financial contracts 
(futures and forward contracts).

- Futures are traded exclusively 
through Nord Pool. They are 
standardized contracts involving 
daily settlement of price changes. 

- Forward contracts are standard con-
tracts with no daily settlement 
requirement.

- Options are another type of 
concept/instrument, used to hedge 
against undesirable developments. 
The holder of an option pays a 
premium for the right to sell and 
purchase at some future date, but is 
not obliged to do so. 

- Hedging involves arrangements for 
insuring the price for purchases or 
production on exchanges or OTC 
markets.

- Clearing involves the transfer of the 
cash settlement and counterparty 
risk on a financial power contract 
from a specific counterparty to the 
clearing house utilized, for example 
Nord Pool. In turn, the clearing 
house requests collateral from the 
players involved to guarantee their 
ability to pay.

- Arbitrage is a transaction that gener-
ates a profit without any risk. This 
can only be achieved if a buyer and 
a seller of a product can be found 
simultaneously.

- Trading means that the player takes 
a position, for example buys when 
the price is low, with the intention 
of selling when the price goes up.

PORTFOL IO MANAGEMENT IS  A  

REL IABLE  WAY FOR MAJOR CUSTOMERS 

TO PURCHASE  THEIR  ELECTRIC ITY  

REQUIREMENTS

New players under American owner-
ship, offering portfolio management
and various forms risk hedging serv-
ices, are already participating in the
EU energy market, or are in the
process of establishing operations.
They will be competing with the “tra-
ditional” players, who are busy adjust-
ing to the new situation.

OTC MARKET

FINANCIAL
MARKET

PHYSICAL
MARKET

RAW MATERIALS
MARKETS

PORTFOLIO
MANAGER

BALANCE
POWER

ANALYSES

ADVISORY
SERVICES
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In its environmental work, Sydkraft
aims to create conditions that will
favor continued positive business
development. In order to succeed,
environmental work must be charac-
terized by a holistic approach, as
stated in the new environmental pol-
icy adopted in January 2000. This
holistic approach is achieved through
systematic environmental work
employing such methods as life cycle
analyses.

At the same time, the Group must
be cost-efficient and take great care in
prioritizing the measures to be taken.
This is why we apply an environmen-
tal management system in our day-to-
day environmental work.
Environmental issues are of crucial
importance for strategic decisions,
such as company acquisitions and
major investments.

During the years 1996-1998,
Sydkraft published a separate environ-
mental report, with the aim of
improving external environmental
communication. For 1999, Sydkraft’s
environmental report is included in the
Annual Report. A more comprehensive
environmental report – Sydkraft and
the environment 1999 – is available on
Sydkraft’s website. 

Environmental policy (January 2000)
Vision
The Sydkraft energy Group’s environ-
mental work shall be characterized by
a holistic approach, openness and
objectivity, and shall contribute to
globally sustainable development.
Environmental work is an integral part
of Sydkraft’s commercial operations

and the care and cultivation of the
Sydkraft brand.

Through continuous improvements,
Sydkraft shall reduce the environmen-
tal impact of its operations, while con-
tributing, through its products and 
services, to a better living environment
characterized by the interaction of
people, the community and nature.
Concern for the environment – mean-
ing both the internal and the external
environment – must be an integral part
of day-to-day work at all levels.

Sydkraft’s involvement in the envi-
ronmental area shall be characterized
by initiative and foresight regarding
the present and future requirements of
society, customers, employees and
other stakeholders.

Guiding principles
Continuous improvement efforts shall
be characterized by a desire to
- increase customers’ comfort and 

competitiveness
- reduce and limit environmental 

impact
- operate well within the margins 

established by society and 
interested parties, and

- anticipate future requirements and 
identify new challenges at an early 
stage

Strategy
Sydkraft’s environmental
improvement efforts are based on a
clear distribution of responsibilities
and established procedures, supported
by environmental management and
quality systems.

We monitor and conduct research

and development and develop our
own expertise so that we can assess
the environmental consequences of
various measures and place them in
relation to future requirements and
opportunities.

We work to enhance our efficiency
in order to be able, together with our
customers and suppliers, to use
resources in a sustainable manner.
When purchasing, we shall always
assess whether the product or service
being purchased could be replaced by
another product or service with better
environmental characteristics.

Basic requirements
We shall, as a minimum, fulfill the
requirements laid down in all the
applicable laws, regulations and guide-
lines.

Environmental year 1999
The event concerning Sydkraft that
stimulated the strongest interest dur-
ing 1999 was the agreement between
Sydkraft, Vattenfall and the Swedish
Goverment relating to the premature
closure of one of the reactor blocks at
the Barsebäck nuclear power plant.
The agreement did not result in any

The Sydkraft Group´s environmental work shall be

characterized by a holistic approach, openness and objectivity,

and shall contribute to globally sustainable development.

Environmental work is an integral part of Sydkraft´s

commercial operations and the care and cultivation of the

Sydkraft brand.

Sydkraft’s environmental work 
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changes regarding Sydkraft’s environ-
mental performance, since the Group
was compensated with corresponding
power production from the nuclear
power plant at Ringhals. For the
Swedish energy supply system as a
whole, however, the decision means
that 4.5 TWh of power each year must
be produced in some other way. In the
short term this production – mostly
sourced from Denmark – will largely
be based on fossil fuels.

Sydkraft plans to obtain environ-
mental certification in accordance
with ISO 14001 for all its operations,
including the Parent Company, not
later than 2001. This is a logical exten-
sion of the environmental
management work that was initiated
as early as 1994. Environmental man-
agement systems are already in place
in most units within the Sydkraft
Group.

During 1999, Sydkraft’s subsidiary
Sycon acquired the consulting
company Tellus, whose assets include
slightly more than 30 environmental
consultants who are primarily active
in the external market. The acquisition
strengthens Sydkraft’s internal resources
for providing support relating to envi-

ronmental certification processes.
During the year, Sydkraft acquired

49% of the shares in Norrköping Miljö
& Energi – a municipally owned
energy company with a wide range of
activities. The company, whose opera-
tions include supplying the main
urban center of Norrköping with dis-
trict heating and electricity, bases its
production primarily on biofuels,
which means that the proportion of
renewable fuels used in Sydkraft’s
heat production has increased.

The new refrigerated rock cavern for
LPG storage in Karlshamn was inaugu-
rated during autumn 1999. The inau-
guration was delayed due to problems
with water infiltration. Polymeric
materials were injected into the
bedrock to alleviate the problem. The
injection procedure was used after
consultation with the local authorities,
which issued a permit to proceed. No
leakage to the surroundings could be
detected. Earlier in the project, two
other incidents occurred, involving
leakage to an adjacent harbor area.
One of the incidents involved a leak-
age of oil-contaminated water and the
other a leakage of hydrochloric acid.
Both incidents fell within the project

contractor’s area of responsibility.

Internal management and follow-up
It is Sydkraft’s intention to ensure that
the environmental aspects are taken
into account in all decision-making.
Accordingly, Sydkraft has decided that
environmental responsibility should
correspond to operational responsibil-
ity, which means that the management
of each subsidiary is responsible for its
own environmental work. Sydkraft’s
centrally located environmental con-
troller has coordinatory and supervi-
sory responsibility for the manner in
which environmental issues are han-
dled and appropriate actions taken
within the Group.

During 1999, the former Environ-
mental Profile Committee was
replaced by an Environment Committee
whose primary task is to prepare for
and deal with major and wide-ranging
environmental matters. The Environ-
ment Committee, which is chaired by
the head of the R&D and Environment
group staff, includes representatives
from the four business sectors, as well
as the environmental controller and
the head of Group staff Information
and Public Affairs.

Environmental work must be purposeful, sensitive and result-oriented.
Environmental work is of great importance for long-term business development.

Effective environmental work serves to identify and minimize environmental
hazards in a company’s operations and to identify new business opportunities
and develop new business concepts, thereby safeguarding the value of the com-
pany’s assets and strengthening its brand identity.



Sydkraft’s subsidiaries conduct their
environmental work within the frame-
work of their own environmental
management systems, focusing on key
environmental aspects of operations
that have been identified.

Sydkraft’s environmental work con-
centrates mainly on the prioritized
areas that are of crucial importance for
the Group as a whole – the greenhouse
effect, acidification and the economi-
cal use of resources. These issues are
primarily of long-term strategic impor-
tance. Sydkraft also follows up and
compiles information about the envi-
ronmental work of the subsidiaries.

A working group within Sydkraft’s
Environmental Committee is in the
process of developing proposals for
Group-wide environmental objectives.
The plan is that these objectives will
be established during year 2000.

Cooperation
By participating in a number of joint
projects and maintaining contacts and
cooperation with universities and
research institutes, we broaden our
own perspective at the same time as
we pass on our experience to others.

Sydkraft is represented in several of

the Swedish working groups working
on the development of standards
within the ISO 14000 family. Sydkraft
is also participating in a joint Nordic
project to develop a methodology for
compiling key environmental data.
Companies and research institutes
based in Sweden, Norway and Finland
are cooperating in the project, which
is partly financed by the Nordic
Council of Ministers via the Nordic
Investment Fund.

Opportunities
As a result of its production mix,
Sydkraft produces relatively small
amounts of emissions to air and small
quantities of waste and residual prod-
ucts. The use of chemicals is restricted
and controlled. In terms of environ-
mental performance and price,
Sydkraft’s products compare favorably
with other products in the Swedish
market and very favorably in a pan-
European context. Sydkraft is
therefore well placed to be successful
in the international energy market,
which is undergoing a step-by-step
process of deregulation. The costs
incurred for emissions to air and the
safe disposal of waste are expected to

increase within the EU during the next
ten years.

The market for environmentally
compatible products has increased,
but still remains limited. Sydkraft
believes that demand in this area will
continue to increase, and is well pre-
pared to meet the increased demand.
Some of the environmentally compati-
ble products that Sydkraft offers to its
customers are presented below.

Most importantly, Sydkraft’s private
customers are offered the chance to
make an active Energy Choice. This
means that customers can choose,
based on their own preferences, how
the electricity they purchase is
produced. The options available
include electricity produced by wind-
power or hydroelectric power and
marked with the Swedish Society for
Nature Conservation’s Good
Environmental Choice label, wind-
generated electricity with an environ-
mental product declaration from
Vindön off Landskrona, and electricity
produced using natural gas or nuclear
power.

Customers can obtain advice and
tips from Sydkraft’s Personal Energy
Advice service on how to reduce their
energy use and thereby reduce their
own environmental impact.

Energy loop® helps industrial cus-
tomers to review their energy supply
needs and recommends new solutions.
Through the combined efforts of
Sydkraft and its customers, this
methodology has produced improve-
ments in energy efficiency averaging
5%. However, some individual com-
panies have managed to cut their
energy use by 20% while maintaining
the same production volume.

Total Heat is Sydkraft’s system for
taking over full responsibility for the
customer’s heat-production plant, as
well as taking care of supplementary
installations, operation, service and
maintenance. Sydkraft chooses the
fuel that is the most advantageous
from the viewpoint of price and the
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environment.
New products are developed and

environmentally adapted on a continu-
ous basis, in parallel with the further
development of existing products.

Risk handling
Environmental issues are of major
importance for society. The major por-
tion of Sydkraft’s environmental
impact derives from the production
and distribution of electricity, gas and
heat. We are working in the short
term to gradually reduce acidifying
and climate-changing emissions.
Sydkraft’s vision in the long term is to
develop its operations in such a way
that the climate-changing and acidify-
ing emissions produced during the life
cycle of the various activities is limited
to a sustainable long-term level.
Operations will also be ecocycle-
adapted to the greatest extent possi-
ble. This vision is compatible with sta-
ble and favorable business
development for Sydkraft in the long
term.

Preventive measures are the founda-
tion of Sydkraft’s handling of environ-
mental risks. Despite these efforts,
however, accidents still happen.
Sydkraft’s strategy is to carry out
cleanup work immediately, in order to

avoid accumulating a large environmen-
tal debt. In the case of serious accidents
and incidents, a follow-up evaluation
is always conducted, with the aim of
preventing similar accidents and inci-
dents in the future.

Large water reservoirs constitute a
known and well quantified risk.
Constant checks and follow-up meas-
ures ensure that this risk is handled in
a satisfactory manner.

The risks associated with nuclear
power play a special role in Sydkraft’s
preventive work. This work is
governed both by the Group’s own
safety ambitions, as stated in its spe-
cial safety policy for nuclear power,
and by the supervisory function and
regulations of the Swedish Nuclear
Power Inspectorate (SKI).

Legal requirements, incidents and
improvements
For Sydkraft, it goes without saying
that laws, regulations and guidelines
in the environmental area must be fol-
lowed. Our ambition to operate
within these parameters by a safe
margin enables us to avoid incidents
that could give rise to additional costs
and business risks. All Group person-
nel with environment-related respon-
sibilities are under an obligation to

keep themselves fully informed about
the latest environmental requirements.
All affected employees within
Sydkraft have been offered the oppor-
tunity to receive training to familiarize
them with the new Environmental
Code.

Sydkraft uses environmental audits
and life cycle analyses, among other
methods, as part of its environmental
work aimed at discovering and reme-
dying any shortcomings.

Relatively large amounts of fuels,
such as oil and natural gas, are
handled at the Group’s production
facilities. Constant efforts are made to
reduce the risks involved in fuel-han-
dling. Karlshamns Kraft AB, for exam-
ple, endeavors to ensure that only
double-hulled tankers are used for oil
deliveries. Sydkraft’s handling of
chemicals is on a relatively small scale,
which also minimizes the risks.
Sydkraft applies the replacement prin-
ciple, whereby any environmentally
hazardous chemicals that are in use
are replaced by alternative chemicals
that exert a lesser – or ideally zero –
impact on the environment.
To ensure proper handling of waste
from nuclear power plants, money is
deposited in a special fund under state
control, as stipulated in Sweden’s Act

AN ACTIVE  ENERGY CHOICE  PROGRAM ENABLES  PR IVATE  CONSUMERS TO CHOOSE HOW THE ELECTRIC ITY  THEY PURCHASE  IS

PRODUCED.  THE  OPTIONS AVAILABLE  INCLUDE WIND-GENERATED ELECTRIC ITY  WITH AN ENVIRONMENTAL  PRODUCT DECLARA-

T ION FROM V INDÖN OFF  LANDSKRONA.



on the Financing of Future Charges for
Spent Nuclear Fuel etc.

Sydkraft’s environmental work also
focuses on reducing the environmental
impact and costs associated with
waste handling. The gypsum formed
in the flue gas scrubbers at the
Karlshamn plant is not deposited in a
landfill but instead becomes the raw
material for gypsum wallboard. The
costs for waste handling at the plant
have fallen significantly since the
logistics at the plant were improved
and source-sorting was expanded.

Environmental costs and environ-
mental debt
Since the authorities make extensive
use of economic sanctions to control
the environmental compatibility of
companies, the production of large
amounts of emissions and waste
results in high costs for the companies.
Through its environmental work,
Sydkraft is endeavoring to reduce the
present level of environmental costs
and, in particular, trying to anticipate
which areas the authorities will focus
on in the future regarding
environmental issues. Emissions of
greenhouse gases will be a prioritized
target for environment-related
economic controls.

In 1998, Sydkraft provided details
for the first time about its
accumulated environmental debt,
which mainly comprises the costs for
inventorying and cleaning up contami-
nated ground. The debt was estimated
at approximately SEK 15 M in 1997,
then in 1998 we reported that it was
in fact in excess of that figure. Since
then, Sydkraft has conducted a com-
prehensive inventory, which resulted
in an upward adjustment of Sydkraft’s
accumulated environmental debt to
nearly SEK 100 M. The upward revi-
sion is the result of better documenta-
tion and properties that have come into
Sydkraft’s ownership via acquisitions.
Sydkraft’s costs for investigation and
cleanup work after unforeseen emis-

sions during 1999 amounted to
slightly less than SEK 1.2 M. The
largest single item – SEK 600 000 –
related to cleanup work after the oil
spill at the gas turbine facility in
Halmstad. A total of 20 unforeseen
events led to smaller emissions, of
which ten were to air, four to water
and six to soil. All of these emissions
were of limited scope.

At a few locations there are
remnants from earlier operations,
some of which could come to be
regarded as environmental debts in the
future. Inventory and cleanup work of
a preventive nature is being carried out
at these sites in conjunction with
ongoing maintenance work, with the
aim of achieving long-term cost-effi-
ciency.

Renewable energy sources, efficien-
cy enhancement and coordination
Sydkraft is engaged in a number of
research and development projects in
areas such as fuel cells, gasification of
biofuels, electrically powered and gas-
powered vehicles, landfill gas and
windpower. A few facilities are
already operating commercially in
Sydkraft’s production systems. During
the 1990s, biofuels were introduced
for heat production in Malmö. During
the same period, the proportion of
total fuel accounted for by biofuels in
Örebro has increased. During 1999,
Sydkraft purchased Norrköping Energi
& Miljö, whose base production of
electricity and heat is biofuel-based.
More windpower plants are being
constructed in addition to the 18
already in operation, and expansion in
this area will continue.

By helping our customers to review
their energy use, we create the condi-
tions that allow us to optimize the
efficiency of their energy production
while also reducing the proportion of
electricity and heat production based
on fossil fuels.

Environmental regulations and con-
trols currently differ very considerably

from one country to another. The
environmental charges levied in
Denmark, for example, are not as high
as those in Sweden, which makes
Danish fossil-based electricity produc-
tion cheaper than Sweden’s. In order
to bring about a more environmentally
sound situation, a Europe-wide – or
better still, global – consensus is
needed regarding the terms and condi-
tions that should apply in the form of
environmental regulations and
controls in an international market.
Sydkraft has presented this viewpoint
in a number of different contexts.

Key issues
Sydkraft has identified three environ-
ment-related factors as key issues. The
Group’s long-term approach to these
key issues is of crucial importance for
long-term business development. The
key issues identified so far are: emis-
sions of climate-changing gases,
resource utilization and acidification.

Climate-changing gases
The combined emissions of climate-
changing gases represent a global
threat to the environment. Through
the agreement known as the Kyoto
Protocol, the majority of the world’s
countries have made a commitment to
reduce total emissions of greenhouse
gases. The methods used to achieve
this end will include economic instru-
ments, reassignment of priorities and
new legislation. According to a resolu-
tion passed at the UN Climate
Convention in 1997, emissions of
greenhouse gases worldwide shall, by
the year 2012, have declined by 5.2%
based on 1990 levels. The EU has
committed to an 8% reduction. Work
on new regulations and controls relat-
ing to emissions of greenhouse gases
is continuing within the EU, and new
legislation is scheduled to come into
force not later than 2005. The Swedish
Parliament has decreed that carbon
dioxide emissions in year 2000 shall
not exceed the figure for 1990. To
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achieve this target, emissions for the
period 1996-2000 must show a 12%
reduction.

Sydkraft’s emissions of climate-
changing gases are dominated by car-
bon dioxide. The expansion of nuclear
power enabled Sydkraft to reduce its
carbon dioxide emissions from slightly
more than 3 million tons in the early
1970s to today’s substantially lower
levels. Sydkraft’s carbon dioxide emis-
sions during 1999 totaled 676 kton.
Climatic fluctuations can result in
major differences between closely
spaced years. Sydkraft’s proportion of
fossil-based electricity and heat pro-
duction increased somewhat during
the 1990s as a result of acquisitions.
The diagram above shows the increase
during this period.

In relation to total global and
national emissions, Sydkraft’s contri-
bution is extremely small. A compari-
son of Sydkraft’s electricity production
with electricity production in
Denmark and Germany reveals that
Sydkraft’s carbon dioxide emissions
amount to less than one tenth of those
in Denmark and Germany per kWh of
electricity produced.

Resource utilization
The dominant item in Sydkraft’s uti-
lization of nonrenewable resources is
fuel for combustion-based electricity
and heat production. A switch to alter-
native energy sources would be
required in order to reduce this level of
resource utilization.

Most of the waste produced at
Sydkraft’s facilities is source-sorted
and recycled. Paper, office waste, met-
als, wood, electronic scrap, chemicals,
batteries, fluorescent light tubes,

paints and lacquers, oils and
hazardous waste are all sorted and
recycled, or safely disposed of in some
other way. Sydkraft always endeavors
to find recycling or materials-recovery
possibilities when older equipment is
replaced or scrapped. Several projects
are in progress at Sydkraft plants to
reduce chemical use, as well as water
and energy consumption, by enhanc-
ing efficiency. This will also have the
effect of reducing amounts of waste,
emissions and discharges.

A number of projects are under way
within the Group, with the aim of
finding ways to recycle the ash that is
formed during various types of com-
bustion. Trials of various ways of uti-
lizing the ash from biofuels have been
under way for several years, both at
the Åby plant in Örebro and at the
district heating plant in Ljungby. At
the Flintrännan district heating facility
in the harbor area of Malmö, a project
is under way to find recycling applica-
tions for biofuel ash. At the Karlshamn
plant, experiments are being
conducted to find methods for recov-
ering vanadium and nickel from the
ash formed during oil combustion.

AT THE FL INTRÄNNAN DISTRICT HEATING FACIL ITY,  A  PROJECT IS

UNDER WAY TO F IND RECYCL ING APPL ICATIONS FOR B IOFUEL  ASH.
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Acidification
Sydkraft’s contribution to acidification
derives almost exclusively from emis-
sions of sulfur oxides and nitrogen
oxides. Since the early 1970s, Sydkraft
has reduced its acidifying emissions
by more than 95%. Emissions of sul-
fur oxides and nitrogen oxides from
Sydkraft’s operations increased during
the early 1990s following the acquisi-
tion of Malmö Energi. The acquisition
of Örebro Energi in 1996 has led to a
small increase during the past three
years.

In 1996, Sydkraft accounted for
nearly 1.5% of Swedish emissions of
sulfur oxides and nearly 0.5% of
Swedish emissions of nitrogen oxides.
Sydkraft’s emissions of acidifying sub-
stances correspond to Sydkraft’s share
of Swedish electricity production.
Emissions from Swedish CHP plants
are generally lower than the emissions
from comparable plants in, for exam-
ple, Germany and Denmark, while
emissions from the energy sector as a
whole are very much lower due to the
higher proportion of hydroelectric and
nuclear power available in Sweden.



of expertise. In 1999, financial support
was granted to some 20 doctoral post-
graduate research students, directly
and via the Sydkraft Research
Foundation, and an equal number
indirectly, via Elforsk.

Since 1999, Sydkraft has three
adjunct professors: one at the univer-
sity college of Karlskrona/Ronneby,
within the IT and Energy area, two
others at the University of Lund, within
applied energy transfer technology and
environmental management systems.

During 1999, the ownership of
EnerSearch AB, the IT-in-energy
research company founded jointly by
Sydkraft and IBM, was expanded to
include ABB Sweden, Iberdrola of
Spain, PreussenElektra of Germany
and the Dutch company, ECN. With
the support of the Swedish Institute of
Information Technology (SITI),
EnerSearch established a skills center
“IT in Energy” at the university college
of Karlskrona/Ronneby during 1999.

Unique gasification plant in Värnamo
Trials have been in progress for the
past six years at the Sydkraft plant in
Värnamo, which is a unique demon-
stration facility for electricity and heat
production from the pressurized gasi-
fication of biofuels. Tests based on
straw, bark, energy forest materials and
sorted waste products have been con-
ducted with highly successful results.
In full operation, the plant has delivered
6 MW of electricity and 9 MW of heat. 

The aim of the tests has been to
demonstrate the technology before its
large-scale commercial launch. The
plant has an accumulated operating

time of more than 3 500 hours and the
gasification section has been run for
more than 8 000 hours. In total, about
SEK 400 M has been invested in this
project. The technology was
developed by Sydkraft in cooperation
with Foster Wheeler Energy
International and the project has been
supported by Sweden’s National
Energy Authority, Electricité de France
(EDF), Elforsk and the EU.
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The past year
Sydkraft conducts research and devel-
opment that is designed to have an
impact on development in business
and technical areas of strategic impor-
tance to the Group. In this work, we
cooperate with, and support, universi-
ties and colleges of further education.
The Sydkraft Research Foundation is
one of the channels used for such
cooperation and support.

In 1999, the Group invested a total
of SEK 175 M on research and devel-
opment. Nearly half of this amount
was accounted for by the development
of existing operations, approximately
one third by new products and offers
within the framework of existing oper-
ations and some SEK 30 M by the
development of completely new oper-
ations.

R&D work focused to a large extent
on projects that could rapidly result in
lower costs, higher availability, new
products and new business operations.
At the same time, Sydkraft is engaged
in long-term measures to support and
stimulate the development of a
sustainable energy system. This
mainly involves the development of a
knowledge base about the technologi-
cal possibilities and the financial and
environmental prerequisites for the
components of such a system. In addi-
tion, development and research activi-
ties are supported through the
Swedish electrical industry’s joint
research organization, Elforsk.

Over the years, Sydkraft has built
up a network of contacts and partner-
ships with research institutes at uni-
versities and colleges within key areas

R&D work focused to a large extent on projects that could

rapidly result in lower costs, higher availability, new products

and new business operations.

Research and development

THE TEST PROGRAM BASED ON PRESSU-

R IZED GASIF ICATION OF  B IOFUELS  IN

THE VÄRNAMO PLANT WAS CONCLUDED

IN OCTOBER 1999 .
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The tests, which were completed in
October 1999, have been successful.
The complete demonstration program
will be concluded during summer
2000. The cooperation with Foster
Wheeler in the jointly owned company
Oy Bioflow AB will continue.
Commercialization of this technology
would necessitate a significant
increase in the prevailing level of
prices in the Nordic electricity market.

New windpower plant in Trelleborg
During the year, Sydkraft participated
in the procurement of windpower
plant technology, with the aim of
reducing the investment costs. Two
such plants from the Danish company
Bonus A/S were placed in operation
outside the city of Trelleborg during
summer 1999. Each plant has an out-
put of 600 kW and, together with 15
similar windpower plants in Sweden,
will become part of a common evalua-
tion base to establish how windpower
costs in Sweden can be further reduced.

Hydrogen gas in future energy
supply operations
During the year, Sydkraft and Statkraft
of Norway jointly implemented a

study to establish the potential for
using hydrogen gas in future energy
supply operations. Hydrogen gas is
not freely available in natural form
and must be manufactured from a raw
material. Today, it is mainly produced
by reforming natural gas or carbon. In
future, the objective will be to produce
hydrogen from water, for example
with the help of solar cells, a process
that could lead to considerable envi-
ronmental benefits, since the use of
hydrogen results in minimal emissions.
The challenge lies in producing hydro-
gen from water and storing the gas in
a cost-effective manner. As interest in
using hydrogen in energy-supply oper-
ations increases, new ideas are
expected to be tested. 

Natural gas storage – pilot project
in Halland
Jointly with Gaz de France, Sydkraft is
currently constructing the world’s first
lined underground storage chamber
for natural gas. The storage facility is
being built at Skallen in Halland, south-
western Sweden, and will have the
capacity to store about 40 000 m3 of
natural gas when placed in production
in 2001. The total cost of this project

Constant
development

Research and development constitute a
base for future prosperity and profit.
Product development within the fields of IT
and pharmaceuticals in particular is pro-
gressing at an intensive pace. Today, a
company’s image is increasingly assessed
on the contribution it makes to the creation
of a better world, through sustainable,
long-term solutions.

IT and the Internet are the driving forces
that are creating new opportunities for
companies within traditional sectors, such
as the power industry, to strengthen and
expand their business development. The
development of IT is providing scope for the
rapid dissemination and development of
knowledge on a global basis. The pace of
this development has never been so high as
at present.

will amount to approximately SEK 
200 M. It is being financed by Sydkraft,
Gaz de France and the EU.

Natural gas and biogas in same
pipeline
Sydgas has built a treatment plant for
the purification and upgrading of bio-
gas in Laholm, Sweden. The biogas is
purchased from Laholms Biogas AB
and refined to the same level of quality
as natural gas and is then released into
the natural gas network. This is the
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THE B IOGAS PLANT IN  LAHOLM IS  A

JOINT VENTURE BETWEEN SYDGAS AND

LAHOLM B IOGAS .

first plant of its kind in the Nordic
region. In contrast to natural gas, bio-
gas is renewable and can be produced
from organic materials, such as fertil-
izer, household waste, crop waste and
industrial sludge. However, biogas
cannot be used in combination with
natural gas. It must first be refined to
eliminate carbon dioxide, among other
impurities.

Renewable energy for Bo01
Sydkraft is one of the main sponsors
of the international housing exhibition
Bo01, which will take place in Malmö
in 2001. One of the ideas that will be
tested by Sydkraft at the exhibition is
a system for local energy supply,
which to the extent this is possible,
will be based on local energy
resources. The concept includes a 1 500
kW windpower plant, a solar collector
and biogas produced from household
waste delivered from the Bo01 area. 
A large proportion of the heat used
within the area for heating will be
delivered via a heat pump that uses the
heat generated by subterranean aquifers
at a depth of about 60-70 meters. The
heat pump will be powered by elec-
tricity from the windpower plant.

Construction of micro gas turbine
plant
A so-called micro power plant based
on a gas turbine was inaugurated in
Kävlinge, southern Sweden, in
November 1999. Sydgas was responsi-
ble for the installation. This plant is
one of the first to use a gas turbine for
the production of electricity and heat
in a central boiler plant for the heating
of residential properties. The plant,
which was delivered by Malmö-based
Turbec AB, is based on unique 70 000
rpm turbine technology. This technol-
ogy has formerly been tested on
hybrid-powered vehicles. The plant
will be fueled by natural gas and is

rated to produce 100 kW of electricity
and 150 kW of heat. The total cost of
the project is SEK 4.5 M and it is being
financed by the Energy Supply
Delegation of southern Sweden
(DESS), Turbec and Sydgas.

Geothermal energy in Malmö
The prospects of using geothermal
technology, meaning heat taken out of
the earth, appear bright in southern
Sweden. This has been studied in a
joint project between Sydkraft, SGU
and DONG in Denmark. In the case in
point, the intention is to extract geot-
hermal energy (50-70 °C) from natural
aquifers at a depth of around 2 000

SYDKRAFT IS  ONE OF  THE MAIN SPONSORS OF  THE INTERNATIONAL  HOUSING EXHIB IT ION BO01  IN  MALMÖ IN  2001 ,  WHERE  IT

WILL  DEMONSTRATE A  SYSTEM FOR LOCAL  ENERGY SUPPLY.
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meters. The heat will be delivered to
customers via heat pumps. The possi-
bility of boring even deeper holes (of
about 5-6 000 meters) will be examined.
The objective is to reach a temperature
(140-160 °C) at which it should be
theoretically possible to generate elec-
trical energy with the application of
special technology.

Innovision
Sydkraft commenced construction of a
future center, Innovision, during autumn
1999. The objective is to increase the
speed and ability of personnel to eval-
uate, initiate and implement new ideas
within the Group. When fully opera-
tional, Innovision will be used by
Sydkraft and its customers, suppliers
and partners for joint projects to
develop visions and find applications
for creative ideas.

Internet via power lines
During the year, a technology and
market test of high-speed Internet
access via the electricity network was
implemented. From May until the end
of the year, some 70 customers in
Limhamn in Malmö were linked per-
manently to the Internet at speeds that
were 10-20 times faster than a normal
modem connection. The tests, which
were implemented in cooperation with
Tele2 as the Internet operator, were
successful from both a technology and
market viewpoint. Customers found
the service to be extremely reliable and
fast. The tests aroused considerable
interest and demand from both
customers and other energy companies.

Electricity network communication 
in this form has been implemented
based on technology delivered by the
Nor.Web company in the UK.
Unfortunately, this company has
announced its intention to close its
operations. Sydkraft is currently seek-
ing alternative suppliers of this tech-
nology, since high-speed internet
access via the electricity network
could be commercially viable for com-
panies and private households.

Environmentally compatible trans-
portation
During the year, Sydkraft continued its
work on the development of environ-
mentally compatible vehicles. In coop-
eration with the City of Malmö, the
electric-powered vehicles market was
stimulated through the Electric Car
project in Skåne, which is 50%
financed by KFB, the central govern-
ment communications research unit.

THE WINDPOWER PLANT IN

TRELLEBORG WILL  BE  EVALUATED WITH

THE A IM OF  REDUCING THE COST OF

WIND-BASED POWER PLANTS .

Within the framework of this
program, some 60-70 commercial elec-
tric vehicles are now used in the
Malmö area. The country’s first high-
speed charging station has also been
put into operation in Malmö.

Ozone used to improve 
the environment
Ozone is being used increasingly in
efforts to improve the environment,
for example in situations where
unpleasant odors are present. Sydkraft
is supporting this trend and is cooper-
ating with a number of companies in
the food and agricultural industries. 

g
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During 1999, the number of employ-
ees increased by 4% to approximately
6 500, at 125 workplaces in Sweden.
Personnel turnover amounted to 6%
during the year. Of the total
workforce, 82% are men and 18% are
women. Approximately  67% of
employees are staff employees, 3%
are supervisors and 30% are manual
workers.

Sydkraft’s Vision 2005 establishes
that the company is to be one of the
most attractive employers in Sweden.
Four fundamental values have been
selected to achieve this objective:

Customer orientation
We must give customers absolute pri-
ority, and be sensitive to their needs.

Joint participation
Everyone working for the Group con-
tributes to the realization of our
visions.

Continuous improvements
We aim to be best, and we consistently
strive to improve our performance.
We must all take initiatives, and be
responsible for our actions.

Cooperation
We exploit the entire Group’s resources
and expertise, looking for cooperation
in all areas of operations.

In addition, it is essential that we are
sensitive to the fundamental changes
taking place among consumers and the
general public. There is growing suspi-
cion of public authorities, politicians
and, in many cases, companies. This
distrust has to be countered, in partic-
ular by demonstrating – and not
merely talking about – the company’s
proactive approach to the environment,
ethics and social issues. We must take
the world around us seriously by
demonstrating the specific actions
taken, presenting examples and inten-
sifying the discussion. Comprehensive
and open presentation of information

is no longer enough.
Successful corporate communications

require more than transparent and
open activities – the company must
also demonstrate its commitment in
the form of concrete action.

Management recruitment and 
development
Good management is the basis for the
successful application of personnel
policy. Sydkraft’s managers must set
an example by maintaining high stan-
dards of integrity, by inspiring others
with a high degree of empathy and
insight, and by combining a holistic
perspective with a businesslike
approach.

The performance and potential of
our managers are assessed on the basis
of these criteria every year, and these
criteria also provide the foundations
for our ongoing management develop-
ment programs for current and poten-
tial managers. The Carpe Vitam pro-
gram, aimed at young employees who
want to learn more about Sydkraft and

Sydkraft is to be one of the ten most attractive employers in

Sweden. Four fundamental values have been selected to achieve

this objective: Customer orientation, Joint particiption,

Continuous improvements and Cooperation. strong and clearly

defined common values are based on an active personnel policy

and a carefully considered ethical philosophy. 

Personnel

Key data

1999 1998

Average number of employees 6 526 6 226

Proportion of women/men, % 18 / 82 19 / 81

Personnel turnover, % 5.9 6.2

Total remuneration including social welfare
contributions, SEK M 2 497 2 377

Training costs, SEK M 94 89

Absence due to sickness, % 2.8 2.5
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themselves, is continuing.
To improve the capacity to become

a manager in an era of varying and
fluctuating demands, further activities
are planned in the form of a series of
seminars, in which various stakeholder
groups will discuss the strengths of the
Group’s managers and the need for
development.

Improving skills
Sydkraft is involved in the training of
both groups and individuals on a con-
tinuous basis in order to maintain em-
ployees’ expertise and contribute to
their further development. One of the
goals is that employees should be
capable of being recruited for new
positions, both within the Group and
elsewhere.

A special skills-development project
for installation technicians in electric-
ity distribution companies has been
implemented in cooperation with
PreussenElektra, Iberdrola and ESB in
other countries, and EFA, SEF and SvEL
in Sweden. This is a Leonardo da Vinci

project under the auspices of the EU.
The results of the project have been
studied by a joint Sydkraft Elnät Syd
and SvEL working group, and this has
led to the implementation of industry
training programs under the auspices
of SvEL.

Trainee program
Since 1993, the Sydkraft Group has
been conducting annual trainee
programs primarily aimed at young
people with degrees in engineering or
business administration. These
programs are designed to meet the
needs of the individual trainee, and in
previous years the final practical com-
ponent in the program has been
located in Europe, Asia, Africa or the
US. So far, a total of 40 young people
have participated in the program, and
25 of them are still working for the
Sydkraft Group.

Contacts in higher education
The Sydkraft Group’s contacts with
universities and other institutions in 

There has been increasingly intensive pub-
lic debate about what constitutes an ethical
company and how ethical operations
should be defined. Safeguarding the envi-
ronment and human rights are two impor-
tant ingredients in this discussion.
Companies that have made considerable
progress in developing an ethical policy are
often well-managed in other respects.
Irrespective of what each employee is
doing, or wants to do, employees must
decide individually whether the employer’s
values comply with their own. Shared val-
ues are becoming an increasingly important
factor in the development and growth of the
organization concerned. Skilled personnel
and effective processes are crucial corner-
stones in the human resources context.
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the higher education sector are primarily
with technical faculties and business 
administration schools. Sydkraft
endeavors to employ various types of
activities, cooperation and support to
increase awareness of the Group. This
takes the form of participation in
“labor-market days” and “company
evenings,” for example.

Degree projects
Each year, the Sydkraft Group offers
students an opportunity to prepare
approximately 50 degree projects in
various subject areas. These studies
are then presented on the Internet and
in a catalog format. The Sydkraft
Research Foundation makes an award
to the student (or students) who present
the best degree project during the year.

Equality
The energy sector tends to be largely a
masculine preserve. Sydkraft is one of
the few private-sector companies in
the industry that is strongly commit-
ted to changing the gender balance.
As a result, Sydkraft has been partici-

pating in an EU project since 1997, as
part of the EU’s 4th action program for
equality between women and men.
This project, which has resulted in a
report to promote equality in the
industry, a website on the Internet and
a number of conference presentations,
seminars and articles, was approved
for future emulation and promotion
purposes. Sydkraft’s partners now
include energy companies in Ireland,
the Netherlands and Spain and indus-
try and trade union organizations such
as SIF, CF, Ledarna, SEF, TEEU (Ireland),
EFA and SvEL. The report and the 
recommendations produced may be
regarded as an “industry policy” in
view of the breadth of the partnership
involved – companies, trade union
organizations, trade associations and
employers’ organizations.

THE SYDKRAFT GROUP’S  TRAINEE  

SCHEME FOR NEWLY GRADUATED 

ENGINEERS  AND ECONOMISTS  HAS 

BEEN IN  PROGRESS  S INCE 1993 .

SYDKRAFT WORKS CONTINUOUSLY 

WITH SK ILLS-ENHANCEMENT PROGRAMS

TO FURTHER DEVELOP THE GROUP’S  

EMPLOYEES .
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Some of the measures adopted are of a
more general nature – for example a
higher level of computer skills. In
other respects, the basic philosophy is
that the employees involved should
base their efforts on their individual
needs, which are analyzed in coopera-
tion with a counselor prior to a deci-
sion regarding the action required to
attain the objective – a new job.

Part owners in the company
In 1985, a profit-sharing scheme was
introduced to increase employee inter-
est in Sydkraft and its development.
When Group earnings reach a specific
level, a sum is allocated to a founda-
tion that invests the money in
Sydkraft shares. The amount allocated
varies in line with Group earnings. In
1999, the cost of the profit-sharing
scheme, including social welfare con-
tributions, amounted to SEK 12 M.

Kraftcentrum AB
Organizations need to adapt rapidly 
to their environment. This includes
the need to take care of redundant 
personnel.

On May 1, 1999, the Group estab-
lished Sydkraft Kraftcentrum AB, a
new company designed to cope with
the redundancies anticipated in con-
nection with the formation of the
Marketing and Sales Business Sector.

Kraftcentrum AB aims to provide
the assistance needed to help the
employees concerned obtain new jobs
or other permanent employment.
During the first five months of opera-
tion, almost 25% of those affected
found new jobs, and several others
have been engaged in projects or tasks
that will continue until their
retirement.

During the autumn, the company
offered its services to employees who
have become redundant as a result of
other organizational changes within
the Group. The aim is that all person-
nel are to be offered a permanent solu-
tion by June 30, 2001.

1995 1996 1997 1998 1999

Number of employees

1 000

2 000

3 000

4 000

5 000

6 000

7 000

Distribution of employees by activity

Marketing and sales 6% Production, 26% Distribution, 18%

Consulting and contracting 47% Energy trading 1% Other 2%

5

10

15

20

-19 20-24 25-29 30-34 35-39 40-44 45-49 50-54 55-59 60-

%

Age distribution

SYDKRAFT IS  STRONGLY COMMITTED 

TO CHANGING THE GENDER BALANCE 

IN  THE ENERGY SECTOR,  WHICH 

TENDS TO BE  LARGELY  A  MASCUL INE

PRESERVE .



74 Annual report 1999  The Sydkraft share

History
Sydkraft AB was established in 1906
under the name, Sydsvenska Kraft-
aktiebolaget. The company was first
listed on the Stockholm Stock Exchange
in 1966 and the shares are quoted
under the category “Other shares” on
the A-list. The company’s name was
changed to Sydkraft AB in 1977.

Dividend policy 
The principal financial objective of the
Sydkraft Group is to create an attrac-
tive return and value growth for its
shareholders.

The Board of Directors’ aim is that
the Sydkraft share’s dividend and
growth in value should be in line with
the level for the sector and above the
interest on risk-free long-term finan-
cial investments. Long-term, the divi-
dend should correspond to between
30% and 50% of profit after tax.

Dividend 
In accordance with the dividend pol-
icy, the Board proposes that the
Annual General Meeting approve a
dividend of SEK 4.75 per share (4.75 ).
The dividend proposed corresponds to
47% of Group profit after tax.

Dividend growth
The average annual dividend growth
during the past five years was 7.9%.
Measured as a change in consumer
price index, the decline in monetary
value averaged 1.0% during the corre-
sponding period.

Share trading
At year-end 1999, Sydkraft’s C share
was quoted at a price of SEK 152 (165).
This corresponded to a P/E-ratio of 15,
compared with 33 for the Stockholm
Stock Exchange as a whole. The mar-
ket value of Sydkraft’s shares was SEK
34.1 billion on December 31, 1999.

Including off-floor trading, a total of
33.7 million Sydkraft shares were

traded on the Stockholm Stock
Exchange during 1999, at a value of
SEK 6.6 billion.

Share capital
Sydkraft’s share capital remained
unchanged during 1999. Currently the
Group’s share capital totals SEK
1 910 003 320. 

The shares are distributed among
111 108 088 A shares and 79 892 244
C shares.

Each C share carries one tenth of the
voting right of an A share. For further
specification of share classes, see Note
20. The shares are traded in lots of 100.
The changes in the Parent Company’s
share capital since 1988 are shown in
the accompanying table.

Ownership structure
At year-end the number of sharehold-
ers was 13 755 (15 737). The largest
shareholders are Statkraft, Preussen-
Elektra, HEW and southern Swedish
municipalities. Combined, these

Sydkraft´s principal financial objective is to create an

attractive return and value growth for its shareholders.

Sydkraft´s aim is to ensure that the share´s dividend and

growth in value should be in line with the industry, and 

above the interest-rate for risk-free long-term investments.

The Sydkraft share

Share capital

Year Split New share,  Bonus Increase in share Share capital
issue, price, SEK issue capital (SEK 000s) (SEK 000s)

1988 1:5 197 593 1 185 558

1989 5:1 1 185 558

19911) 138.88 139 478 1 325 036

19942) 1 256 1 326 292

1994 1:5 265 254 1 591 546

1994 1:5   31.00 318 305 1 909 851

19952) 152 1 910 003

1) Restricted new issue      2) increase through the 1991/95 convertible loan

Trend of Sydkraft's C-share 1995-1999
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shareholders hold 83 % of the share
capital and 91 % of the voting rights.
The largest shareholders are shown in
the diagram.

Employee shareholdings
A profit-sharing scheme has been in
effect in the Group since 1985. The
net wealth of the managing foundation
amounted to SEK 138 M (February
2000) and consisted of 941 430 Sydkraft
shares and SEK 15 M in liquid funds.
This corresponds to about 0.5 % of
the share capital and 0.1 % of the vot-
ing rights.

The shareholdings of the Board and
executive management are presented
on pages 76-78.

The ten largest shareholders in Sydkraft, December 31, 1999

Percentage of Percentage of Number of 
votes share capital shares

PreussenElektra 33.1 20.7 39 474 570

Statkraft 28.2 29.4 56 213 399

Municipality of Malmö 18.1 11.3 21 544 112

Municipality of Landskrona 4.2 2.6 5 013 463

Municipality of Oskarshamn 2.9 1.8 3 403 520

HEW 2.6 15.7 29 998 232

Sal Oppenheimer 2.3 1.4 2 722 000

Municipality of Halmstad 1.9 1.2 2 244 815

4:e AP-fonden 1.0 6.0 11 532 329

SPP 0.4 2.6 4 939 657

Distribution of shares, December 31, 1999

Number of % of % of Average
share- share- share shares per

holders holders capital shareholder

1-1 000 12 801 93.1 1.2 184

1 001-10 000 877 6.4 1.1 2 469

10 001-50 000 45 0.3 0.5 22 168

50 001-100 000 6 0.0 0.2 70 331

100 001- 26 0.2 97.0 7 117 508

Total 13 755 100.0 100.0 13 886

Data per share

1995 1996 1997 1998 1999

Earnings per share, SEK 9.37 9.52 18.13 10.76 10.15

Average equity per share,
SEK 75 82 92 101 106

Dividend per share, SEK 3.75 4.00 6.001) 4.75 4.752)

Dividend growth, rolling five-year value, % 16.3 14.3 22.2 12.5 7.9

Market price for A share at year-end, SEK 147 148 215 225 198

Market price for C share at year-end, SEK 118 126 195 165 152

Beta value, C-share 0.40 0.46 0.56 0.54 0.33

Direct yield, % 3.2 3.2 3.1 2.9 3.1

Dividend as a percentage of earnings, % 40 42 33 44 47

P/E-ratio 13 13 11 15 15

Market price/equity at year-end, multiple 1.5 1.5 2.0 1.6 1.4

1) Of which bonus 1.75      2) Proposed dividend



76 Annual report 1999  Board of directors and auditors

Board of directors and auditors

Ilmar Reepalu
Born 1943. Member of the Board since 1995.
Chairman, Municipal Board, Malmö.
Representative of the City of Malmö.
Shareholding: 0.

Thomas Halvorsen
Born 1949. Member of the Board since 1995.
Deputy 1986-95. President, National Pension
Insurance Fund, Fourth Fund Board.
Member of the boards of Beijer & Alma AB, AB
Electrolux and others.
Shareholding: 0. 

Christian Rynning-Tønnesen
Born 1959. Member of the Board since 1997.
Director, Statkraft SF.
Shareholding: 0.

Elected by the Annual General Meeting

Dr Hans-Dieter Harig
Born 1938. Chairman of the Board. Member of
the Board since 1993. President,
PreussenElektra AG. 
Shareholding: 4 250.

Sten K Johnson
Born 1945. Member of the Board since 1995.
Deputy 1984-87 and 1992-95. Director. 
Chairman of the boards of Midway Holding AB,
Nordifagruppen AB and Skåne-Möllan AB.
Member of the board of Custos AB.
Shareholding: 9 000.

Göran Ahlström
Born 1936. Member of the Board since 1985.
Director. Chairman of the board of Fastighets AB
Tornet and member of the boards of
PreussenElektra AG, Hamburgische Electricitäts-
Werke AG and FöreningsSparbanken AB.
Shareholding: 0.

Bengt Ekberg
Born 1938. Member of the Board since 1999.
Chairman, Municipal Board, Halmstad.
Representative of the municipality of Halmstad.
Shareholding: 0.

Sören Andersson
Born 1945. Member of the Board since 1984.
Executive Vice President,  FöreningsSparbanken AB. 
Shareholding: 584.

Torsten Carlsson
Born 1942. Member of the Board since 1993.
Chairman, Municipal Board, Oskarshamn.
Representative of the municipality of
Oskarshamn.
Shareholding: 0.

Percy Liedholm
Born 1937. Member of the Board 1992-94 and
since 1997. Senior lecturer. Representative of the
City of Malmö.
Shareholding: 0.
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Auditors

Torbjörn Hanson
Born 1943. Auditor to the Company 1984-88 and
since 1991. Authorized Public Accountant, Ernst
& Young.

Gilbert Larsson
Born 1943. Auditor to the Company since 1992.
Authorized Public Accountant, SET
Revisionsbyrå.

Deputies

Karl-Olof Cederberg
Born 1949. Deputy auditor since 1991.
Authorized Public Accountant, Ernst & Young.

Gunilla Malmsten
Born 1946. Deputy auditor since 1992.
Authorized Public Accountant, SET
Revisionsbyrå.

Board secretary

Ulla-Karin Jönsson
Born 1957.
Shareholding: 241.

Shareholdings as at February 2000.

Employee representatives

Heinz Dieter Waffel
Born 1951. Member of the Board since 1999.
Director, PreussenElektra AG.
Shareholding: 0.

Ulf Sjöberg
Born 1961. Representative of SIF (the Swedish
Industrial Salaried Employees’ Association).
Member of the Board since 1997. 
Shareholding: 96.

Per-Anders Svensson
Born 1955. Representative of SEF (the Swedish
Electricians’ Union). Member of the Board 
since 1991. 
Shareholding: 0.

Deputies

Helena Nyman Ölmefur
Born 1964. Representative of CF (the Swedish
Association of Graduate Engineers).
Shareholding: 96.

Hans-Olof Karlsson
Born 1954. Representative of SEF (the Swedish
Electricians’ Union).
Shareholding: 878.

Lars Thulin
Born 1939. Member of the Board since 1997.
President, Statkraft SF. Member of the board of
Radio P4.
Shareholding: 1 000. 

Nils Yngvesson
Born 1931. Vice chairman of the Board. Member
of the Board 1984-87 and since 1989. Deputy
1987-89. Representative of the City of Malmö.
Shareholding: 800.

Lars Wallstén
Born 1943. Member of the Board 1991-95 and 
since 1999. Chairman, Municipal Board, Landskrona.
Representative of the municipality of Landskrona.
Shareholding: 0.
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Management and organization

Jarri Sandström
Born 1953. Head of the Group Staff Human
Resources and Operations Development.
Empl. 2000.
Shareholding: 0.

Åke Hugosson
Born 1940. Head of the Group Staff Control.
Empl. 1971.
Shareholding: 2 089.

Group management

Claes Jacobsson
Born 1946. President of the Distribution Business
Sector. Empl. 1991.
Shareholding: 0.

Leif Josefsson
Born 1941. Senior Executive Vice President and
Deputy Chief Executive Officer. Empl. 1966
Shareholding: 2 767.

In addition, the heads of Group Staff Legal Affairs and Group Staff Information and
Public Affairs also participate in Group Management meetings.

Gert Lyngsjö
Born 1945. President of the Production Business
Sector. Empl. 1969.
Shareholding: 96.

Göran Sjöholm
Born 1945. President of the Consulting and
Contracting Business Sector. Empl. 1991.
Shareholding: 0.

Lars Frithiof
Born 1946. President and Chief Executive Officer
since 1998. Empl. 1988.
Member of the boards of  Hamburgische
Electricitäts-Werke AG, Midway Holding AB,
Novada AB, SAF and SNS.
Shareholding: 837.

Jonas Svantesson
Born 1951. President of the Marketing and Sales
Business Sector. Empl. 1999.
Shareholding: 1 000.

Investor relations

Hans Borgström
Group Staff Treasury
Tel: +46 40-25 55 95
Fax: +46 40-25 52 18
E-post: hans.borgstrom@sydkraft.se

Stieg Claesson
Group Staff Information and Public Affairs
Tel: +46 40-25 55 02
Fax: +46 40-97 05 91
E-post: stieg.claesson@sydkraft.se

Åke Hugosson
Group Staff Control
Tel: +46 40-25 51 06
Fax: +46 40-25 52 18
E-post: ake.hugosson@sydkraft.se
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Sydkraft AB (publ)

Visiting  address Carl Gustafs väg 1

Postal address SE-205 09 Malmö

Telephone +46 40 25 50 00

Fax +46 40 97 60 69

E-mail info@sydkraft.se

Internet www.sydkraft.se
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