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The period in brief
· Increased growth rate. 23 new hotels and an increase in room capacity of 19 per cent. 

· Healthy performances on all Scandic’s markets, with the exception of Norway. 

· Sales for the first nine months of the year increased by 10 per cent to SEK 4,256 million 

(SEK 3,858 m). Sales in comparable units adjusted for exchange rate fluctuations increased 

by 4 per cent. 

· Income after net financial items rose by 38 per cent to SEK 342 million (SEK 247 m). The increase for comparable units was 10 per cent.

· The operating margin increased to 7.8 per cent (6.0%). The operating margin for comparable business was 6.6 per cent (6.0%). 

· By the period end, Scandic had bought back its own shares in an amount corresponding to 4.9 per cent of the total number of shares issued. 

· Earning per share increased by 88 per cent to SEK 4.93 (SEK 2.62)

Increased rate of growth

Scandic’s strong growth has continued. Room capacity increased by 19 per cent during the first nine months of 2000, in contrast to the average annual growth rate over the past five years of 10 per cent. 

23 new hotels joined the chain during the period and two left it. The company’s room capacity increased by 4,243 rooms to a total of 26,496. The acquisition of the Swedish hotel chain, Provobis, at the end of June, accounted for 17 of the new hotels. 

Scandic aims to continue growing by at least 10 per cent per year. This growth will be achieved both through a continued strengthening of the company’s strong Nordic position and through non-Nordic establishment in cities with a high percentage of Nordic travellers. Non-Nordic chain acquisitions are also a possibility for the future. Scandic’s priority markets are the Baltic States, Poland, Germany, the Benelux countries and the UK. 
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Healthy development in Scandic’s markets
The stable and positive market development in Scandic’s markets is continuing. 

Demand is continuing to increase in Sweden. Increase in capacity was limited to a few hotels in the largest cities. The most rapid growth in demand was noted in large cities and in university and county towns. 

Denmark is also reporting positive development, albeit at a slightly slower rate than in Sweden, with the strongest development noted in the Copenhagen area. The Öresund bridge has had a beneficial effect on demand in the area on both sides of the bridge. A few new hotels have been opened in Copenhagen, but have not had a negative impact on occupancy levels.

The Nordic country to report the strongest growth in demand is Finland. This has coincided with new capacity, primarily in the Helsinki area, and occupancy rates have consequently fallen slightly. 

The only one of Scandic’s markets not to report positive development is Norway, with demand for hotel rooms declining, despite the upturn in the Norwegian economy. The decline is due, in part, to structural changes in the Norwegian oil industry. 

Scandic’s non-Nordic markets are reporting very positive development, with increased demand, occupancy rates and room rates. 

Sales increased by 10 per cent
The Scandic Group’s sales during the first nine months of the year totalled SEK 4,256 million 

(SEK 3,858 m), corresponding to an increase of 10 per cent over the same period last year. For comparable hotels and adjusted to take into account the effect of exchange rate movements, the increase was 4 per cent. 

For the third quarter sales totalled SEK 1,623 million (SEK 1,290 m), corresponding to an increase of 26 per cent. Sales for comparable hotels, adjusted for exchange rate fluctuations, increased by 

4 per cent. 

Income after net financial items increased by 38 per cent
The operating income for the first nine months of the year increased by 41 per cent to SEK 332 million (SEK 236 m), corresponding to an operating margin of 7.8 per cent (6.0%). The operating income includes an item affecting comparability of SEK 61 million in respect of a non-recurring repayment of the insurance company SPP’s excess consolidation. SEK 39 million of this item refers to Scandic’s operations, with the remaining SEK 22 million referring to Provobis. The operating income for comparable hotels, adjusted for this item affecting comparability, totals SEK 246 million (SEK 216 m), corresponding to an operating margin of 6.6 per cent (6.0%). The operating income amounted to SEK 288 million (SEK 225 m) for the Group’s Nordic operations and SEK 44 million (SEK 11 m) for its non-Nordic operations. 

The income after net financial items totalled SEK 342 million (SEK 247 m), corresponding to an increase of 38 per cent over last year. The income for comparable hotels, adjusted for items affecting comparability improved by 10 per cent. These figures include Scandic’s share in the associated company, Pandox, of SEK 28 million (SEK 21 m). 

The income after net financial items for the third quarter totalled SEK 135 million (SEK 99 m). 

The comparability between this and last year is affected both by the sale of 20 independent restaurants in Finland during the first quarter 1999, and by the acquisition of Provobis, which affects both the income and the expenses scenario for the third quarter 2000. Scandic’s buy-back of its own shares has also affected the company’s liability situation and hence the financial costs. Two hotels were sold during the period from January-September last year, yielding a capital gain of SEK 12 million. One hotel has been sold this year, yielding a capital gain of SEK 3 million.

Scandic sold its shareholding in the hotel property company, Hotellus International, during the first quarter 2000. The deal did not result in any capital gain nor a capital loss, but it did entail fiscal deductions that can be cited in Sweden for previous losses of approximately SEK 335 million, and hence no tax has been charged to the profits reported by the Swedish operations over the past year. 
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Income after net financial items by quarter and rolling 12-month figures (excluding the effect of extraordinary items)
Scandic’s operations
Occupancy levels during the nine month period increased by just under 1 per cent to 64.3 per cent (63.4%). The average room rate has stayed on a par with last year’s at SEK 701 (SEK 700). Adjusted for exchange rate fluctuations, however, the room rate has risen by 2.5 per cent. The income per available room (RevPAR) totalled SEK 452 (SEK 445). Adjusted for exchange rate fluctuations, RevPAR increased by 4 per cent. 

The occupancy level for the Nordic operations increased to 63.9 per cent (63.4%) and the average room rate was SEK 711 (SEK 709). Adjusted for exchange rate fluctuations, RevPAR in the Nordic region increased by 3 per cent. 

The occupancy level for the non-Nordic operations increased sharply to 66.4 per cent (63.5%). The average room rate was SEK 620 (SEK 633). Adjusted for exchange rate fluctuations, the average room rate increased by 2 per cent and RevPAR by 6 per cent. 

The Swedish hotel chain, Provobis, with 17 hotels, was acquired at the end of June. A further six hotels have opened, two of which are in Norway, two in Finland, one in Denmark and one in Sweden. Agreements have also been signed concerning a further two hotels in Sweden, two in Norway and one in Germany. Two hotels in Sweden have left the chain. Collectively, this corresponds to an increase in Scandic’s room capacity of 19 per cent during the first nine months 

of the year.
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Provobis acquisition
Scandic’s acquisition of Provobis Hotel & Restauranger involved 16 hotels and four independent restaurants in Sweden and one hotel in Finland which was under construction at the time of acquisition and has now been opened. The hotels are an excellent complement to Scandic’s Swedish structure and offer excellent potential for increased economies of scale and positive synergies on both the expenses and the income front. 

Provobis has been included in Scandic’s Income Statement as of the third quarter this year. 

The incorporation of the Provobis hotels into Scandic’s business and operating systems is proceeding according to plan. Eight of the hotels have now changed their names to Scandic with the remainder due to be rebranded during November. 

The acquisition has generated goodwill depreciation and restructuring costs in conjunction with the incorporation of the hotels into Scandic’s systems. A restructuring reserve has been allocated to cover costs arising from IT systems, signs etc. Non-recurring costs arising from training, uniforms, printed materials etc. have also been booked on an ongoing basis throughout the last quarter. 

The Provobis hotels are expected to make a positive contribution to earnings per share as early as 2001. 

Financing and liquidity
The Group’s interest-bearing liabilities totalled SEK 868 million (SEK 286 m) as of 30 September, at which time the interest-bearing net debt totalled SEK 723 million (SEK 125 m). The increase is primarily due to the Provobis acquisition, the cash share of which totalled SEK 375 million, and to the assignment of a value of SEK 329 million to the buy-back of the Group’s own shares. Net financial items for the nine month period totalled SEK -18 million (SEK -10 m). 

Cash flow continues to strengthen
The cash flow from the ongoing operations continued strong for the first nine months of the year, totalling SEK 283 million (SEK 262 m). The cash flow from investment activities totalled SEK -661 million (SEK -275 m). Investments primarily comprise the cash share of the Provobis acquisition and investments in other hotels acquired and under construction. Last year’s cash flow included the sale of the independent Finnish restaurants included in the Arctia acquisition. 

The Scandic share

The Scandic share’s closing price, as of 23 October, was SEK 102, in comparison with SEK 79 at the end of 1999, corresponding to an increase of 29%. Affärsvärldens General Index has decreased by 7 per cent since the turn of the year. 

2,253,338 new shares have been issued during the period in connection with the acquisition of the Provobis hotel chain, thereby increasing the total number of shares in the company to 66,003,488. 3,261,738 shares, corresponding to 4.9 per cent of the total number of shares issued, have also been bought back. The average price of the repurchased shares is SEK 101.02.
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Hotels under construction/

as of 30 September 2000

future acquisitions

Country

Sweden

*

)

17

3,265

73

13,235

2

527

Finland

3

555

24

4,197

Denmark

1

117

20

2,895

Norway

2

306

16

2,394

2

234

Total Nordic region

23

4,243

133

22,721

4

761

Germany

0

0

8

1,730

1

292

Belgium

0

0

3

591

Austria

0

0

2

543

UK

0

0

1

368

Netherlands

0

0

3

316

Estonia

0

0

4

227

Total outside Nordic region

0

0

21

3,775

1

292

23

4,243

154

26,496

5

1,053

*)The 119 room hotel in Vänersborg was sold during the period.

The "old" hotel in Mölndal, Gothenburg, with 164 rooms has been replaced by a new hotel.
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Key ratios


Q1-Q3
Q1-Q3
Rolling
Full year


2000
1999
12 months
1999
· Operating margin, %
7.8
6.0
8.0
6.7

· Operating margin, excluding
6.4

6.9


item affecting comparability, %





· Return on capital employed, %
17.2
15.3
22.6
23.9

· Return on equity, %
17.4
10.4
25.4
17.7

· Equity ratio, % 
47
56

58

· Earnings per share, SEK1)
4.93
2.62
6.95
4.64

1) The number of shares is calculated on the basis of a weighted average that takes into account the new share

issue in conjunction with the acquisition of Provobis and the buy-back of company shares.

Sales by country for the period January-September 2000

CONSOLIDATED

Q3 
Q3
Q1-Q3
Q1-Q3
12 months
Full year

INCOME STATEMENT, SEK m

2000
1999
2000
1999
rolling
1999










Net sales1)

1,623
1,290
4,256
3,858
5,651
5,253

Costs for goods sold

-1,316 
-1,040
-3,459
-3,148
-4,579
-4,268

Gross income

307
250
797
710
1,072
985










Selling costs

-113
-89
-296
-265
-375
-344

Administrative costs

-90
-69
-246
-223
-329
-306

Other operating income

8
2
16
14
21
19

Items affecting comparability

22
-
61
-
61
-

Operating income

134
94
332
236
450
354










Income from associated companies 

13
9
28
21
36
29

Financial items

-12
-4
-18
-10
-19
-11

Income after net financial items

135
99
342
247
467
372










Tax

-22
-32
-28
-79
-24
-75

Minority interest

0
0
0
-1
0
-1

Net income

113
67
314
167
443
296




























BALANCE SHEET, SEK m



 
 



Assets



30-09-2000
30-09-1999

31-12-1999










Fixed assets








Intangible fixed assets



1,017
466

467

Tangible fixed assets



1,470
1,214

1,249

Participations in associated companies



401
411

421

Financial fixed assets



117
98
 
95

Total fixed assets



3,005
2,189

2,232










Current assets





 


Inventories



52
41

42

Current receivables



731
516
 
320

Receivables, associated companies



-
17

2

Short-term investments



-
47

324

Cash and bank



145
114

100

Total current assets



928
735
 
788










Total assets



3,933
2,924

3,020








  

Equity & liabilities








Equity



1,842
1,647
 
1,765










Minority interest



9
9

9










Provisions








Non-interest-bearing



81
83
 
91

Interest-bearing



56
52
 
55

Total provisions



137
135

146










Long-term liabilities



 
 

 

Interest-bearing



546
200
 
183










Current liabilities








Non-interest-bearing



1,133
899
 
886

Interest-bearing



266
34
 
31

Total current liabilities



1,399
933
 
917










Total equity and liabilities



3,933
2,924

3,020












Cash flow, Group, SEK m
Q1-Q3 2000
Q1-Q3 1999



Income after financial items
342
247

Adjustment for items not included in the 

cash flow
186
235

Tax paid
-68
-23

Changes in operating capital and provisions
-177
-197

Cash flow from current operations
283
262

Sale of lines of business
-
110

Acquisition of subsidiary companies
-391
-105

Investments in



- existing hotels
-172
-152

- new hotels
-175
-108

- financial assets
-
-20

Disposals



- fixed assets
11
0

- financial assets
66
0

Cash flow from investment activities
-661
-275

Dividend paid
-127
-96

Buy-back of shares
-329


Change in borrowing
554
84

Cash flow from financing
98
-12

Change in liquid assets
-280
-25

INFORMATION BY BUSINESS AREA





SEK m
Q1-3 2000

Q1-3 1999


Net sales, hotel operations





Nordic region
3,628

3,270


Outside the Nordic region
628

588


Total for the Scandic Group
4,256

3,858








Item affecting comparability, Nordic region
61

-








Operating income





Nordic region1)
288

225


Outside the Nordic region
44

11


Total for the Scandic Group
332

236








Capital employed





Nordic region
2,387

1,591


Outside the Nordic region
187

173


Total for the Scandic Group
2,574

1,764








Key operating performance indicators





Nordic region





Occupancy level, %
63.9

63.4


Average room rate, SEK
711

7092


RevPAR, SEK
454

4502


Average number of rooms available per day
19,342

17,496








Outside the Nordic region





Occupancy level, %
66.4

63.5


Average room rate, SEK
620

6332


RevPAR, SEK
412

4012


Average number of rooms available per day
3,176

3,021














Note. Conversion from local currencies to SEK has been calculated at the average exchange rate for the period. 











1) All Group overhead costs, including information technology development costs, relate to the Nordic business. 











2) Cleared for the effect of exchange rate movements, the average room rate for the Nordic region was SEK 694 in 1999 and the RevPAR was SEK 440. Outside the Nordic region, the average room rate for 1999 was SEK 609 and RevPAR SEK 387 cleared for the effect of the exchange rate movements. 











Definition of key operating performance indicators:





Occupancy level: Number of rooms sold as a percentage of the number of rooms available. 





Average room rate: Room revenues divided by number of rooms sold.





Room revenues: Revenues from room lettings.





RevPAR: Room revenues divided by number of rooms available.





Average number of rooms per day: Average room capacity available per day





Stockholm, 25 October 2000

Roland Nilsson

President & CEO

This report has not been externally audited.


Financial information, 2001

Scandic Hotels intends to distribute the following financial information during 2001: 

Year-end report for 2000, 12 February 2001

Interim Report, three months, 4 May 2001

Interim Report, six months, 10 August 2001

Interim Report, nine months, 31 October 2001

The reports will be distributed directly to the shareholders and can also be ordered from Scandic Hotels AB. The information is also available on Scandic’s website at www.scandic-hotels.com
The Annual General Meeting of shareholders will be held in Stockholm on 29 March 2001.

Nomination of Members of the Board
Chairman of the Board, Arne Karlsson, has, with the aim of activating and facilitating the procedure for nominating Members of the Board and generating proposals regarding fees, been designated the contact person on these matters ahead of the Annual General Meeting. Shareholders are invited to submit proposals/comments to Chairman of the Board, Arne Karlsson, Scandic Hotels AB, P.O. Box 6197, 102 33 Stockholm, Sweden. Proposals/comments should reach Arne Karlsson no later than 31 January 2001.

For further information, please contact:

Roland Nilsson, President & CEO, ( +46 (0)8 517 352 00

Fredrik Sandelin, Executive Vice President & CFO, ( +46 (0)8 517 351 21

Gunnar Brandberg, Senior Vice President, Communications, ( +46(0) 8 517 352 12 or

+46 (0)709-735 212

Scandic Hotels AB is the largest hotel company in the Nordic region’s with 155 hotels in 10 countries. Scandic’s strategy is to be a dedicated hotel operator and to continue to grow, both organically and through acquisitions. Scandic’s business mission is “to offer many people the highest value for money when staying in its hotels, during work and leisure.”
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Scandic Hotels AB (publ)

P.O. Box 6197, SE-102 33 Stockholm, Sweden

Tel: +46 (0)8 517 350 00, Fax: +46 (0)8 517 352 70

E-mail: info@scandic-hotels.com, Internet: www.scandic-hotels.com

Org. no.: 556299-1009

Net sales for 1999 have been adjusted to take into account the change in accounting principles for hotels operated under management contracts in Denmark. 
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