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Key data 2002 2001 2000

Net sales, MSEK 42 430 43 370 39 848

Operating profit, MSEK 4 022 3 634 3 674

Profit before taxes, MSEK 3 542 3 120 3 002

Earnings per share, SEK 21.67 19.04 17.23

Dividend per share, SEK 8.00 * 6.00 5.25

Cash flow after investments, MSEK 2 644 4 271 2 880

Return on capital employed, % 17.1 14.9 16.2

Equity/assets ratio, % 43.4 41.1 37.1

Additions to tangible assets, MSEK 1 442 1 403 1 388

Registered number of employees, Dec 31 39 739 38 091 40 401

Number of shares Dec 31 2002: 113 837 767 whereof A Shares: 32 383 377, B shares: 81 454 390

* Dividend according to the Board’s proposed distribution of surplus.



ABOUT THIS REPORT

This is the first Annual Report by the SKF Group

to integrate financial and sustainability perform-

ance data. SKF issued a separate environmental

report in 1994, to emphasise the importance 

of this area to the Group’s internal and external

stakeholders. However, environmental and 

sustainability issues are so embedded in all 

SKF operations that an integrated report on the

Group’s activities has now been compiled.

The reporting period is January – December 2002.

The financial section of the report encompasses

all units within the Group. The section on 

environmental performance covers the activities 

of the Group’s manufacturing and distribution units,

and technical and research centres. Sales units are

included where they are on the same site as a

manufacuring or distribution unit. Separate sales

offices are excluded due to their minor environ-

mental impact. Joint ventures are included where

SKF has management control. The section Social

Performance relates to SKF manufacturing units,

distribution centres, technical and engineering

centres, and those units providing installation and

maintenance services to customers.

Transparency of information

The financial data in this report has been verified

externally and submitted to a full external audit.

The Auditor’s Statement can be found on page

54. The sustainability data has been verified 

externally and submitted to a limited external

review. The Statement of Limited Review is on

page 79. The environmental management system

and issues regarding health and safety are subject

to internal auditing by the Group.

Choice of report formats

SKF has for some years issued its Annual Report

and Environmental Report both as printed publi-

cations and in electronic form on the Internet. 

The SKF Annual Report 2002 is available in two

distinct formats: a printed report summarising the

Group’s financial and sustainability performance;

and an Internet version which provides links to

further information, including the sustainability

performance data for the individual units. The

Internet address for this further information is 

given on page 88.
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Tom Johnstone President and CEO 

of AB SKF as of April 15, 2003.

Tom Johnstone was born in Scotland 

and is a graduate of Glasgow University. 

He joined SKF in 1977. He has thereafter

held a number of managerial positions 

in sales and marketing within the Group. 

In 1996 Tom Johnstone was appointed

President, Automotive Division and in 1999

he was appointed Executive Vice President

of AB SKF.
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SKF delivers a wide range of products

and services to an extremely large 

number of customers in different

branches of industry and countries.

Consequently, the business done with

these customers differs in character and 

is therefore tailored to meet the specific

requirements and conditions that apply

among the various customer groups.

Customers who manufacture large series 
of products such as vehicles, household 
and electrical motors have very specific 
and exacting requirements with regard to
technology, quality, logistics and price. 
SKF develops and customizes these products
with the object not only of improving the
performance and competitiveness of the
customer’s end product but also of satis-
fying the criteria for the environment, safety
and efficiency during the customer’s manu-
facturing processes. This comparatively 
limited number of customers usually purchase
large volumes within a limited range over 
a long period, e.g. during the entire life of 
a platform at a car producer. Deliveries go
directly to the customers’ production lines
from SKF’s factories, which have often
been specially adapted for this type of 
production.

Customers who manufacture products
and equipment for the process and manu-
facturing industry such as pumps, fans,
compressors, motors, gearboxes, paper
machines and printing presses make very
high demands on SKF's ability to develop
and deliver products and solutions offering
the highest possible performance and 
quality.

This asks for a thorough and wide
knowledge of the customers’ products and
applications. SKF focuses on continuously
developing new and better products and
solutions to deliver to these customers to
satisfy extremely demanding technical 
criteria. SKF has a very comprehensive 
customer base within this area and a wide
range of highly qualified products is neces-
sary to satisfy the customers’ requirements.

Assembly of hub units on axles for the new
Chrysler Group’s Pacifica sports tourer.

Final assembly of pump to the engine at
Nijhuis Pompen, the Netherlands.

Cerutti Spirito, authorized SKF distributor in
Italy since 1930.

This means a great number of variety of
orders and also that each single delivery 
is considerably smaller than deliveries, 
for example, to the automotive industry.

Over the last few years, SKF has
enlarged its sphere of operations with
regard to products, systems and services
for the monitoring and maintenance of
equipment, primarily within the process
industry. The purpose is to provide solu-
tions that optimize plant asset efficiency
and maintenance. SKF Realiability Systems
offers services such as mechanical services,
preventive maintenance, condition monitor-
ing and systems for decision support in 
the maintenance work. The purpose of 
the decision-support computer system 
@ptitudeTM, launched in 2002, is to increase


SKF’s mission is to enhance 

and develop global leadership in

bearings, seals, related products,

systems and services.

The aim is to be the best in the

industry at:

• providing customer value

• developing our employees

• creating shareholder value



• Profitability 

• Quality 

• Innovation

• Speed 


• Empowerment 

• High ethics 

• Openness 

• Teamwork

    ‒                                 
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efficiency and operational reliability in the
process industry by structuring and auto-
mating the maintenance work and inte-
grating condition monitoring, automated
machine diagnostics and process manage-
ment. There are considerable advantages 
to the @ptitude system compared with the
manual collection, analysis and storage 
of information. It also provides access to
SKF’s large databanks of experience and
expertise via the Internet, SKF’s personnel,
test centres and calculation systems at the
research and development units.

The largest group of SKF customers 
is composed of the industrial and vehicle
aftermarket customers whom SKF reaches
both directly and via a network of distribu-
tors and dealers in some 10 000 locations.
This adds up to about one million customers
who need new bearings, seals or other
components to replace products that need
to be changed. The SKF distributor’s 
competitive advantage is availability – 
having the right product in the right place
exactly when needed and being supported
by the technical resources of the SKF
Group.

Having the right stock profile to meet
the specific customer’s needs is, therefore,
also of vital importance and the complexity
of the logistics is illustrated by the fact that
one million customers can choose between
25 000 variants and 25 000 seals at 10 000
distributors and dealers. 

Among the essential tools needed to be
able to develop and maintain an efficient
distributor network are: knowledge of the
local market, efficient IT and logistic sys-
tems and support from SKF’s application
engineers and specialists.

SKF is always close to its customers
wherever they are located thanks to its global
distributor network which is supported by
the e-business portals, endorsia.com and
PTplace.com. It is by far the most comp-
rehensive network in the bearing world.

SKF’s vehicle aftermarket business has
been based for many years on its “kit” con-
cept. The idea is to offer garage mechanics
a convenient solution to help speed up and
facilitate repair work. By putting together
kits with all the components needed for 

a change of wheel bearings, water pumps,
timing belts, etc., it is possible for the
mechanic to pick the right kit for a repair.
The specific kit for the car model is listed
both in a catalogue and a computer-based
system. SKF today has some 5 000 kit 
variants on the market.

The industrial aftermarket and the 
vehicle service market are reached through
totally different channels; the SKF Service
Division deals with the industrial distribu-
tors and the SKF Automotive Division 
handles the vehicle aftermarket.

To be able to offer its customers the
right solutions regardless of the complexity
of the problem, SKF continues to build 
on the vast amount of knowledge it has
accumulated of a wide variety of applica-
tions. It continues to explore new avenues
and possibilities to constantly improve its
product range, develop new products and
solutions that combine mechanics with
electronics and, at the same time, bear 
in mind the importance of sustainability. 

The windmill industry provides a good
illustration of how SKF works with its 
customers. Over a number of years, SKF
has gained a leading position as a supplier
to the industry of bearings, seals, housings,
lubrications, couplings, high-tension bolts,
simulations and calculations.

Maintenance costs, however, have
proved a significant expense for the industry.
Up to 25% of the costs of energy produced 
by wind energy converters or wind turbines
goes on maintenance. Proven techniques
that are commonly used in other mechanical
industries cannot be used in wind farms for
a number of practical reasons.

Together with its customers, SKF set 
out to find a way round the problem. The
answer was an extremely robust 16-channel
intelligent monitoring unit (iMU) and a
software package called ProCon. The iMU
meets the harsh offshore requirements and
the software collects, stores and analyses
the data from up to 50 different iMUs. 
This means that just one server PC can
serve a wind farm with up to 50 wind 
turbines and give a real time picture of 
the condition of the equipment to ensure 
an optimized maintenance programme.

Novanta, the Bertone and SKF
drive-by-wire concept car.

Offshore windmills, the Swedish
west coast.

The Endorsia e-commerce site.

The machine reliability system
MarlinTM.
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Ocelot, a high-speed grinding spindle, 
is one example of the results of product
development to support machine tool 
customers. This high-speed grinding spindle
has an oscillating shaft and incorporates
real time monitoring of input and output
quality. It provides online monitoring of
cutting performance and workpiece quality
such as out of roundness and taper during
the grinding process.

The spindle is equipped with high-
speed gas bearings, thrust magnetic bearings,
sensors and a motor. Among the advantages
offered by the gas bearings are constant
performance and no wear. The oscillating
shaft with the active-thrust magnetic bear-
ing reduces vibration, increases the oscil-
lating speed and eliminates wear of the
machine slide.

SKF is continuously launching new
products, services and solutions on 
the market that contribute to sustainable 
development through reducing energy con-
sumption or saving non-renewable sources.
At the same time, SKF offers customers
improved competitiveness.

A hybrid, corrosion-resistant bearing 
is another example of successful product
development. It can eliminate the need for
oil in compressors used in air-conditioning
and refrigeration systems. Research has
shown that hybrid bearings can work effec-
tively without traditional oil lubrication.
The bearings in such an application have 
to withstand the onslaught of extreme con-
ditions: refrigerant as lubrication (extreme-
ly low viscosity), a corrosive environment,
particle contamination and the risk of 
electrical damage due to frequency-converter-
driven electric motors.

The solution is a hybrid bearing with
high-quality ceramic balls, corrosion-resist-
ant bearing steel, fretting protection by
coatings, special raceway curvature and
extremely smooth surfaces, ultra clean
bearings, special cages and precise bearing
preload.

Eliminating the use of oil is not only an
environmentally friendly measure, it also
eliminates the need for complicated oil
separators. It removes many compressor
failure modes associated with oil-based

compressor lubrication and solves the
problems associated with oil mixing with
refrigerants.

THE WORLD BEARING MARKET

By tradition, the size of the world bearing
market has been defined by the global 
sales of bearings. Measured as such, SKF
estimates the market to be worth some 
SEK 200 billion per year.

The West European market represents
some 25% and the North American market
some 30%. The third largest market is
Japan with some 15%. Other markets that
have a sizable local production of bearings
are Brazil, China, India and Russia.

SKF continues to be the world-leading
bearing company and the largest supplier 
to the European market. SKF is number
two in North America. The US-based com-
pany Timken, which, in 2002, announced
its intention to acquire Torrington, is the
biggest supplier in North America. In Asia,
the Japanese company NSK is the largest
bearing supplier. Excluding Japan, SKF is
the number one in Asia. Other large bear-
ing companies are INA in Germany, and
NTN and Koyo in Japan.

The bearing business is to a large degree
regional. Most of what is sold in Europe 
is also manufactured in Europe and most 
of the bearings sold in North America are
manufactured there. This means that SKF’s
main competitors differ depending on the
region.

SKF’s successful development in the
service business, selling reliability and
asset efficiency with more and more soft-
ware, is opening up a new bearing-related
market. Its size and potential cannot be
defined at present. It is obvious, however,
that this is a fast-growing market where
SKF with its vast store of experience and
knowledge of applications accumulated
over the years has a lot to offer. A larger
portion of the SKF Group’s sales will be
service and software-related in the future.
This is a business area in which SKF has
established itself as the clear leader in the
bearing world.

SKF products for the automotive
aftermarket.

SKF hybrid bearing with rings of
steel and ceramic balls. 

The Ocelot high speed grinding
spindle.

The SKF Service Division supports
industrial customers with know-
ledge-based service solutions.
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■ Stockholm
■ London
■ Nasdaq, Paris, Zürich

Exchange listing of SKF shares, location, year of introduction and distribution of shares as  of December 31, 2002

Stockholm London Paris Zürich New York
(1914) (1928) (1929) (1930*) (1985)

A-shares, unrestricted 32 383 377 •
B-shares, unrestricted 81 454 390 • • • • •

Total 113 837 767

* Genève 1930, Basel 1985, Zürich 1985.

An A-share has one vote and a B-share has one-tenth of one vote. 
The SKF share is traded in the USA through  the NASDAQ system via American Depositary Receipts (ADR).
It was decided at AB SKF’s Annual General Meeting on April 18, 2002 to insert a share conversion clause 
in the Articles of Association which allows owners of A-shares to convert those to B-shares. 
16 872 955 A-shares were converted to B-shares in 2002.

Changes in share capital 1982–2002 Amount Share Number Par value
paid capital of shares SEK

MSEK MSEK in millions per share

1982 Bonus issue 1:4 1 350 27.0 50.00
1989 Split 4:1 1 350 108.0 12.50
1990 Conversion of debentures 62 1 412 113.0 12.50
1997 Conversion of bonds 11 1 423 113.8 12.50

Price development of the SKF share

Earnings per share, SEK

Shareholders’ equity 

per share, SEK

Cash flow after invest-

ments, before financing, 

per share, SEK

Total number of

shares traded in 2002:

273 527 289

Share savings fund for employees

SKF Allemansfond, a national security savings fund in which SKF employees in Sweden can save, was
started in April 1984. 50% of the fund has been invested in SKF shares as of December 31, 2002. On
December 31, 2002, the SKF Allemansfond had 755 members and assets amounting to MSEK 59.

Distribution of shareholding 

Number of Number
Shareholding shareholders Percent of shares Percent

1 – 1 000 34 640 92.4 6 932 041 6.1
1 001 – 10 000 2 316 6.2 6 471 398 5.7

10 001 –100 000 401 1.0 12 830 121 11.3
100 001 – 141 0.4 87 604 207 76.9

37 498 100.0 113 837 767 100.0
Source: VPC AB ( Securities Register Centre) as of December 30, 2002.

                      

A-share
B-share
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2000 2001 2002

■ 

■ 

■ 

■ 

S H A R E S  A N D  S H A R E H O L D E R S

Sweden

USA

Europe excl. Sweden

Rest of the world

Source: SIS Ägarservice AB

2)

2)

The ten largest shareholders
Number Number In percent In percent

of of of voting of share
A-shares B-shares shares votes rights capital

1 The Knut and
Alice Wallenberg Foundation 12 500 000 0 12 500 000 12 500 000 30.8 11.0

2 Alecta (pension funds) 3 436 146 414 400 3 850 546 3 477 586 8.6 3.4
3 Skandia (Insurance Group) 1 865 766 396 777 2 262 543 1 905 444 4.7 2.0
4 The National Insurance Fund,

Third Fund Managing Board 1 159 600 1 295 115 2 454 715 1 289 112 3.2 2.2
5 Robur savings funds 879 443 3 141 900 4 021 343 1 193 633 2.9 3.5
6 The National Insurance Fund,

First Fund Managing Board 938 739 589 795 1 528 534 997 719 2.5 1.3
7 Nordea savings funds 742 550 133 900 876 450 755 940 1.9 0.8
8 The National Insurance Fund,

Fourth Fund Managing Board 506 000 2 474 600 2 980 600 753 460 1.9 2.6
9 The National Insurance Fund,

Second Fund Managing Board 279 557 1 997 272 2 276 829 479 284 1.2 2.0
10 AFA Sickpay Insurance 275 100 2 014 600 2 289 700 476 560 1.2 2.0  

58.9 30.8
Source: VPC AB’s public share register as of December 30, 2002.

As of December 31, 2002, about 40% of the share capital was owned by foreign investors, about 53% by
Swedish companies, institutions and mutual funds, and about 7% by private Swedish investors. Most of
the shares owned by foreign investors are registered through trustees, so that the actual shareholders are
not officially registered.

Per-share data (Definitions see note 1)

Swedish kronor/share 1996 1997 1998 1999 2000 2001 2002 2003

Earnings/loss per share1) 14.90 13.70 - 14.40 9.76 17.23 19.04 21.67
Dividend per A and B share 5.25 5.25 2.00 4.00 5.25 6.00 8.00
Total dividends paid in millions 
of Swedish kronor 593 593 598 228 455 598 683 911

Purchase price of B shares at year-end 
on the Stockholm Stock Exchange 160 169 94.50 207 142.50 206 226

Shareholders’ equity per share1) 99 111 96 100 119 143 144
Yield in percent (B)1) 3.3 3.1 2.1 1.9 3.7 2.9 3.5
P/E ratio, B1) 10.8 12.3 neg 21.2 8.3 10.8 10.4
Cash flow after investments, 
before financing per share – – - 10.73 19.49 25.30 37.52 23.23

1) Data per share has been recalculated due to changed accounting principles of the Group (see Note 1) and to take into account the 
conversion of 838 211 shares in July 1997.

2) Dividend according to the Board’s proposed distribution of surplus for the year 2002.

Geographical ownership

Analysts who follow SKF 

ABG Securities
Klas Andersson

Alfred Berg Fondkommission
Gustaf Lindskog

Bankaktiebolaget JP Nordiska
Peder Frölén

BNP Paribas Equities
Thomas Ringkvist

CAI Cheuvreux Nordic
Peter Karlsson

Citigroup
Tim Adams

Commerzbank Securities
Andrew Chambers

Credit Suisse First Boston
Patrick Marshall

Carnegie
Oscar Stjerngren

Deutsche Bank
Andrew Carter
Kenneth Toll

Dresdner Kleinwort Wasserstein
Fredrik Karlsson

Enskilda Securities
Anders Eriksson

Evli Bank
Frans Heijbel

Fischer & Partners FK
Henrik Moberg

Goldman Sachs International
Jean-Louis Lemee

Hagströmer & Qviberg FK
Lars Glemstedt

Handelsbanken Capital Markets
Mikael Sens

HSBC
Roddy Bridge

JP Morgan Securities
Andreas Willi

Lehman Brothers
Peter Lawrence

Merrill Lynch
Mark Troman

Morgan Stanley
Daniel Cunliffe

Nordea Securities
Patrik Sjöblom

Oppenheim Research 
Winfried Becker

Swedbank Markets
Mats Liss
Hans Westerberg

UBS Warburg
Anders Fagerlund

West LB Panmure
Ralf Dörper

Öhman Fondkommission
Anders Roslund



6

                        

The SKF Group performed well in the
challenging business climate last year. 
Earnings per share increased by 13.8%
to SEK 21.67. The balance sheet was further
strengthened by the good cash flow. The
operating profit exceeded SEK 4 billion, 
and the operating margin improved step 
by step, reaching the targeted 10% level 
in the fourth quarter. 

The stable development of the result and
the SKF Group’s strong financial position
allowed for a higher dividend. The Board
of Directors has thus decided to propose to
the Annual General Meeting that a dividend
of SEK 8.00 be paid for the past year. This

corresponds to an increase of 33% com-
pared with the dividend for 2001.

The growth of the world economy was
weak last year and characterized by un-
certainty about its future development. In
SKF’s field, market demand recovered after
a slow start to the year. Sales of products
and services increased by 3%, measured 
in local currencies. SKF strengthened its
position in a number of market segments
despite the pressure on prices in many
areas. There was further consolidation
among our competitors and new mergers
were announced.

The production volume increased by 4 %
and this led to higher capacity utilization.
New processes and comprehensive cost-
cutting resulted in higher productivity, and
there were further improvements to the
delivery service. Major progress was made
in increasing the flexibility and reducing
the production time in the factories.

The implementation of SKF’s strategy for
profitable growth continued. The Group’s
performance last year demonstrated that
this strategy and the STEP programme
work, and that the organization has both
the necessary competence and the ability 
to secure a positive result even during a
downturn in the market. 

SKF has a line organization with five global
divisions and several hundred profit centres,
supported by staff specialists and local
managements. Each profit centre manager
has the full responsibility for the result 
and the development of the business in line
with established business plans. An efficient
reporting system provides detailed infor-
mation about the income statement, balance
sheet and other relevant details for each
profit centre, country and division. 

Over the last few years, a comprehensive
programme has been carried out to restruc-
ture underperforming activities, and to
improve the cost structure and operating
margins. The importance of the efficient
use of capital and a positive cash flow has
been deeply rooted in the organization. The
ability to deal with fluctuations in demand

Sune Carlsson, President and CEO
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has become considerably better. The organ-
ization has become leaner, faster-moving
and more result- and market-oriented.

There is still room for improvement in
many profit centres to be gained by cutting
costs, raising margins and reducing capital
employed. This is just one way of enhancing
the Group’s result.

SKF’s world-leading market position can
only be secured by the continued, successful
product and process development of a broad
range of core products. An important number
of products with substantially higher per-
formance have been introduced and well
accepted by the market.

The Group’s engineering capacity has also
been reinforced for the development of
customized products and complete solutions
for specific applications. The purpose is 
to provide higher customer value at better
prices for the Group. This activity assumes
close technical cooperation with a large
number of key customers and constitutes 
a growing share of the Group’s business. 
It is an important way to create yet more
profitable growth for SKF. 

SKF’s aftermarket business, which is based
on sales of catalogue products via a global
network of distributors, is being enlarged to
include maintenance services for end-users.
The goal is to provide products, systems
and services for efficient maintenance in
both the industrial and vehicle segments.
This requires new competence and new

products and systems based on electronics
and software. This business is fast gaining
momentum.

A number of smaller acquisitions have been
made in order to support SKF’s strategy for
profitable growth. Acquiring specialist
companies is an excellent way of bringing
in new technology and employees with new
competence and new customer relations to
the Group. The financial resources are there
and the organization has been trained to
speed up the business of acquisition. 

Sales resources and local manufacturing in
Asia and in Central and Eastern Europe are
being built up to deepen the penetration 
of the local markets. These offer excellent
opportunities for growth. SKF’s factories in
these regions will also be used for deliveries
to the world market.

SKF has established comprehensive e-com-
merce via the Internet. In the first phase,
the company has concentrated on trading
with industrial distributors. The use of
web-based communication, external and
internal, will be rapidly expanded to a large
number of areas. The aim is to improve the
Group’s result, quality, innovative ability
and speed.

The Group’s objective is to give customers
professional service and to generate a good
return for SKF’s shareholders. Its goal is
also to contribute to a sustainable develop-
ment in the world, and to create safe and
stimulating working conditions for all the

employees – conditions which are based on
the highest standards of work and business
ethics. SKF’s management, organization,
internal processes and priorities are in posi-
tion to promote the continued positive
development of the Group.

Last year, SKF’s managers and employees
achieved an outstanding result and made 
a first-class contribution to the long-term
development of the SKF Group. I am now
retiring from the company, feeling very
confident that with Tom Johnstone as the
new President and Chief Executive Officer
SKF will continue to enhance and develop
SKF’s leadership in its sphere of business.
Ongoing success will be achieved by pro-
viding customers with excellent products
and solutions, employees with challenging
and rewarding jobs, and shareholders with
sustainable value growth.

I would like to thank every SKF employee
for all the successful work that has con-
tributed to our excellent achievements over
the last five years.

Göteborg, January 28, 2003

Sune Carlsson
President, CEO

L E T T E R  F R O M  T H E  P R E S I D E N T
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T
he SKF Group’s profit before taxes
in 2002 amounted to MSEK 3 542 
(3 120). Operating profit rose to

MSEK 4 022 (3 634). Earnings per share
amounted to SEK 21.67 (19.04). Cash flow
after investments before financing for the
year amounted to MSEK 2 644 (4 271). Re-
turn on capital employed was 17.1% (14.9).

The Group’s net sales decreased by 2.2%,
from MSEK 43 370 to MSEK 42 430. This
decrease was attributable to volume -0.1%,
price/mix 1.5%, structure 1.6% and 
currency effects -5.2%.

The Group’s financial net was MSEK -480
(-514). The equity/assets ratio improved
further during the year to 43.4% from
41.1% at year-end 2001. MSEK 802 of the
interest-bearing loans were amortized in
2002. Interest-bearing loans at year-end
totalled MSEK 2 409 (3 541) while provisions
for pension liabilities amounted to MSEK

6 076 (7 044). At year-end, the Group 
had financial assets of MSEK 6 873 (6 797),
including short-term financial assets of
MSEK 5 530 (5 387).

SKF’s capital expenditure in tangible
assets amounted to MSEK 1 442 (1 403).
Depreciation according to plan was MSEK

1 723 (1 714). Of the Group’s total capital
expenditure, MSEK 76 (43) were attributable
to environmental investments, the aim of
which is to improve SKF’s environment
both internally and externally. Expenditures
for research and development amounted 
to MSEK 767 (871), corresponding to 1.8%
(2.0%) of annual sales. Development
expenditures for IT solutions and customized

designs are not included. The number of
first-time patent applications in 2002 were
158. The number in 2001 was 171.

Compared with the year 2001, exchange
rates for the full year 2002, including
effects from translation and transaction
flows, had a negative effect on SKF’s profits
before taxes of an estimated MSEK 75. 

As of January 1, 2003 the Group will
implement the new Swedish accounting
standard RR29 Employee Benefits, which
is based on the International Accounting
Standard IAS19. See Note 1, Financial
Information.

Strategy

The implementation of SKF’s business
strategy for long-term profitable growth
continues. The aim is robust profit despite
fluctuations in market demand. This is
being achieved by improving the price
quality, reducing capital employed and
fixed costs, developing more new products
and solutions with higher added value and
by growing profitably both organically 
and through acquisitions. SKF’s financial
performance shows that the strategy works.

An important instrument in the strategy
is the STEP programme for profitable
growth, to be applied by operations within
the following four areas:

Service. To develop and increase the service
business by selling predictive and preventive
maintenance, trouble-free operation, condition
monitoring, reliability engineering and pro-
ductivity improvements in process industries.

Trading. To further develop e-business. 
To buy complementary products to be able
to offer customers complete solutions. To
sell more of SKF’s expertise and skills with
regard to logistics and technology, etc.

Electronics. To further integrate electronics
and software competencies in bearing and
sealing technology in order to develop
customized solutions for demanding appli-
cations. SKF’s sensor technology has already
been introduced in a number of applications,
and more is being developed.

Partnership. To enter into partnerships with
customers and other companies in order to
gain competitive advantages by combining
technological expertise and know-how and/or
by creating joint manufacturing activities.

Product launches and new businesses

During the year, two more product lines 
in the SKF Explorer class were launched –
angular contact ball bearings and cylindrical
roller bearings. Like the SKF Explorer con-
cept launched for spherical roller bearings,
these new product lines were well received
by the market.

SKF launched a concept forklift truck. 
It demonstrates the shift towards electro-
mechanics. Serial production was started 
of the steering unit during the year. This 
is a by-wire device, designed to replace the
traditional steering wheel and steering 
column in a forklift truck.

                  ’      

■ Automotive Division 32%

■ Industrial Division 23%

■ Electrical Division 4%

■ Service Division 32%

■ Aero and Steel Division, Aerospace 5%

■ Aero and Steel Division, Steel 4%

■ Western Europe excl Sweden 47%

■ Sweden 5%

■ Central and Eastern Europe 3%

■ North America 26%

■ Latin America 4%

■ Asia 13%

■ Middle East and Africa 2%

External sales by division 2002 Net sales by geographical area 2002
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Geographical distribution of net sales, average number of employees and tangible assets (percent)

AsiaMiddle East 
and Africa

Central and Eastern
 Europe

SwedenWestern Europe
excl. Sweden

Latin AmericaNorth America
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■ Net sales  
■ Average number of employees     
■ Tangible assets

5
12
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SKF sales to the windmill industry 
continued to develop well. A new product
launched during the year was the SKF
WindCon system – an online system afford-
ing the windpark operator a complete and
continuous monitoring of the mechanical
condition of the wind turbines.

SKF gained important new business for
the new wheel hub unit developed for the
sport utility vehicle market. Important new
business was also gained for maintenance-
free universal joint bearings for trucks and
deliveries started during the year. A new
technology for the high-precision magneti-
zation of impulse ring seals for car ABS
sensors doubled the number of sales of this
product compared with 2001.

SKF continues to develop and market
by-wire technology for the automotive
sector. Leading car producers have showed
great interest in this. General Motors, for
example, has chosen SKF’s full by-wire
control systems for its Hy-wire, the first
drivable fuel cell vehicle. 

SKF signed important contracts during
the year to supply airframe bearings and

rods to both Airbus and Boeing – the two
leading aircraft manufacturers in the world.

SKF has developed ceramic-coated, 
self-lubricating, spherical plain bearings,
providing increased life and, consequently,

reducing operating costs for helicopter
main rotor control mechanisms.

The introduction of the @ptitude TM

Industrial Decision Support system by
SKF Reliability Systems has enhanced the 

9

As shown in the GM Hy-Wire concept car, SKF technology can help create a vehicle that is both
exciting and sensitive to the environment. SKF by-wire design eliminates hydraulic fluids, heightens
passenger safety and interior comfort, and ultimately offers a more flexible and cost-effective
approach to fuel cell vehicle design.
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business unit’s capabilities with regard to
knowledge-based technology for Asset 
Efficiency Optimization. SKF Reliability
Systems increased its base of maintenance-
service agreements and performance-based
contracts by 30% during 2002 compared
with 2001.

Sales to producers of two-wheelers in
Asia grew by 50% compared with the figure
for 2001. SKF has been able to substantially
grow its market share in the fast-developing
markets. The two-wheeler business in
Europe, however, was weak.

SKF continued to gain from its local
presence in China and during the year built
its fifth factory. This unit will produce deep
groove ball bearings within the Electrical
Division. 

Acquisitions and divestments

Six acquisitions were made in 2002. The
investment for these acquisitions amounts
to MSEK 529. Their total number of employ-
ees was 2471 at acquisition, of which some
1600 were attributable to the acquisition 
in Bulgaria. 

SKF acquired the majority of the shares
in a British company, that designs, manu-
factures and sells mainshaft and gearbox
bearings for jet engines. With this acquisi-
tion, now named Aeroengine Bearings UK,
SKF became the major supplier of bearings
for aircraft engines and gearboxes to the
aerospace industry in Europe. SKF was
already the number one supplier in the
USA in this field.

SKF acquired Delta Consult B.V. in the
Netherlands, and Erin Engineering and

Research, Inc., USA. These two companies
are now part of SKF Reliability Systems.

SKF further strengthened its presence 
in Central and Eastern Europe. During the
year, SKF acquired a bearing company in
Bulgaria, and the work has now started to
bring this company up to SKF’s quality,
environmental and productivity standards.

The SKF Group continued to grow in
the business area for linear motion products
by acquiring the Magnetic Group in
Switzerland at the beginning of the year
and the Twentieth Century Machine Co. 
in the USA at the end of 2002.

During the year, SKF divested its steel
ring-manufacturing unit Ovako Ajax Inc. 
in York, South Carolina, USA. At the
beginning of the year, SKF sold its Italian-
based manufacturing of sheet metal com-

Designed to convert high-speed twin turbine inputs into low speed /high torque main rotor, tail
rotor and accessory power, this transmission is equipped with specialty products from MRC and
CR, and is the heart and soul of the Bell Helicopter Model 412 drive system. In addition to this
main transmission application, CR and MRC products are used throughout the Model 412 drive
train – from the engines and drive train, to the main rotor and tail rotor. 
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ponents such as cages and shields. A letter
of intent was signed at the end of 2002,
regarding the sale to NN, Inc. of SKF’s
component manufacturing operations in
Veenendaal, the Netherlands.

Logistics and e-business

SKF Logistics Services operates a global
delivery network. Both internal SKF opera-
tions and a growing number of external
customers utilize these integrated services
covering warehouse operations and trans-
portation management. Twenty external
customers today use SKF’s third-party
logistics services. This is a small but rapidly
growing business that doubled its sales in
2002.

In 2002, SKF’s e-business, based on
endorsia.com and PTplace.com increased
by some 50%. The global implementation
continues to expand. SKF signed an agree-

ment in 2002 with Covisint, LLC one of
the main portals for the automotive industry.

Employees

SKF continued to build sales and engineer-
ing capacity in line with the new direction
the company has been pursuing over the
last few years, i.e. the production of new
intelligent products and systems with elec-
trical, electronic and software content and
the fast-growing area of reliability systems
and services. In 2002, some 400 engineers
were added to the workforce both via
recruitment and acquisitions.  

Productivity gains during the year and
adjustment for the lower volumes in specific
areas, such as aerospace, led to a gradual
reduction in the number of employees.

Details of the personnel costs and the
average number of employees in the various
countries are given in Notes 25 and 26.

SUSTAINABILITY

Reporting

For 2002, SKF has replaced its Annual
Report and Environmental Report with a
single report combining financial and sus-
tainability data. This reflects the fact that
environmental and sustainability issues are
integrated into all the Group’s activities. 

Environmental permits

The SKF Group has environmental permits
and consents for all operations in every
country in which it has manufacturing
facilities. This includes the operations 
at five units in Sweden, comprising SKF
Sverige AB and Ovako Steel AB with sub-
sidiaries. The permits cover SKF’s produc-
tion of bearings, steel and rolled bars.

The environmental impact of the Group’s
operations is mainly in the areas of waste
disposal, emissions to air and water, and
noise. All impacts are controlled to ensure
strict compliance with national and local
regulations.

SKF Linear Motion and Precision Technology has won an important order from NIMAK, German
manufacturer of welding machines, for deliveries of servo guns for spot welding lines. The new 
SKF solution represents a technology shift – from the traditional pneumatically driven to electro-
mechanically driven welding guns. The SKF actuation system with an integrated roller screw
requires less maintenance and lower running costs. It has a compact design, is reliable and robust,
gives more precise performance and requires no water cooling. 

In the picture, Silke Eutebach is checking the parameters of final performance of a welding 
gun mounted on a robot built for welding of car bodies. 

SKF actuator with
integrated roller screw
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Environmental approval

SKF manufacturing units, distribution
units, and technical and engineering centres
are approved to ISO 14001, the international
standard for environmental management.
All units are included in a single Group-
wide certificate, which at the end of 2002
encompassed 82 SKF units in 23 countries. 

Environmental target

SKF monitors the environmental impact of
the energy consumed at its plants, and has
run energy-reduction programmes at all
units for a number of years. To increase the
emphasis on these programmes, a Group
target was set in 2002 for the reduction of
carbon dioxide emissions. The aim is to
reduce these by 10% over the next five
years, based on the level of emissions and
production volume in 2002.

Towards Zero Accidents

SKF continued to record improved results
in its Zero Accidents health and safety 
programme. This programme focuses on
eliminating work-related accidents at all
units, rather than the setting of annual 
targets for reduced injury levels.

A total of 49 units completed at least
one year with zero accidents in 2002.
Employees in these units worked a total 
of 6 million hours without any reported
injury.

Sustainability indexes

SKF’s performance in the field of sustain-
able development was recognized by a
number of external stakeholders in 2002.
The Group was included in the Dow Jones
Sustainability Group Index (DJSGI) for the
third year running. SKF was selected for
inclusion in the FTSE4Good Global 100
Index for the second year running for its
achievements in the field of corporate
social responsibility. 

Dividend policy

SKF’s dividend policy is based on the
principle that the dividend should be adapted
to the trend of earnings and cash flow, taking
into account the Group’s development
potential and financial position. The Board
of Directors’ view is that the dividend
should amount to approximately one third
of SKF’s average net profit, calculated over
a business cycle.

Financing

SKF’s policy is that the financing of the
Group’s operations should be long-term.
The objective is that the loans required to
finance anticipated needs should have
maturities exceeding three years. As of
December 31, 2002, the average maturity 
of SKF’s loans was just below four years.

The Group’s financial policy is that, in
addition to this loan financing, SKF should
have a payment capacity in the form of
available liquidity and/or long-term credit
facilities amounting to approximately
MUSD 300. On December 31, 2002, the
Parent Company had long-term loan com-
mitments totalling MUSD 300 from nine
banks. 

The Group has been assigned a BBB+
rating for long-term credits by Standard
and Poor’s and a Baa1 rating by Moody’s
Investors Service, both with positive outlook. 

FINANCIAL OBJECTIVES 

AND DIVIDEND POLICY

Overall objective

SKF’s overall financial objective is to create
value for its shareholders. Over time, the
return on the shareholders’ investment in
SKF should exceed the risk-free interest
rate by some five percentage points. This is
the basis for SKF’s financial objectives and
SKF’s financial performance management
model.

Financial targets

Early in 1999, SKF announced a financial
target of an operating margin of 8% and a
comprehensive asset-reduction programme.
This target was reached in the first quarter
2000 and the next target was launched at
the Annual General Meeting in April 2000.
This target comprises an operating profit of
MSEK 4 000, an operating margin of 10%,
earnings per share of SEK 20, and a return
on capital employed of 18%. The financial
targets are cascaded down to the Divisions
and business operating units through SKF’s
financial performance management model. 

Financial performance 

management model

SKF’s financial performance management
model is a simplified economic value-added
model. This model, called TVA, promotes
improved margins, capital reduction and
profitable growth. TVA is the operating
result, less the pre-tax cost of capital in the
currency in which the business is conducted.
The TVA result development for the Group
correlates well with the trend of the share
price over a longer period of time. The
SKF Group’s bonus and option programmes
are based on this model.

Financial position

In December 2002, SKF’s equity/assets
ratio was 43.4%, which is above the aver-
age objective for this ratio which is 35%.

5
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BOARD OF DIRECTORS

Activities of the Board of Directors of 
AB SKF in 2002

The Annual General Meeting of AB SKF,
held in the spring of 2002, elected eight
Board members. In addition hereto, two
members and two deputy members have
been appointed by the employees. 

The Board held seven meetings in 2002.
The Board adopted written rules of proce-
dure for its internal work. These rules
prescribe i.a. 

• the number of Board meetings and
when they are to be held,

• the items normally included in the
Board agenda,

• the presentation to the Board of reports
from the external auditors.

The Board also issued written instructions
as to 

• when and how information required for
the Board’s assessment of the Company’s
and the Group’s financial position shall
be collected and reported to the Board;

• the allocation of the tasks between the
Board and the President;

• the order in which the deputy Presidents
shall act in the President’s absence.

The Board has established a Remuneration
Committee.

Issues dealt with by the Board during
the year include i.a. acquisitions and
divestments of companies and the strategic
direction of the SKF Group. 

Nomination of Board members

The following applied regarding the nomi-
nation process of the Board members who
will be proposed by a group of major
shareholders for election at the Annual
General Meeting in 2003. 

In November/December 2002, the Chair-
man made an assessment of the work of the
Board and its members during the year. He
then had meetings with representatives of 
a group of major shareholders including
the Knut and Alice Wallenberg Foundation,
Alecta pensionsförsäkring, ömsesidigt, the
Third Swedish National Pension Fund and
Skandia. During the meetings the Chair-
man presented his assessment of the need
of special Board competence and compared
such needs with available resources in the
Board. The representatives of the group of
major shareholders then gave their views
on the composition of the Board.
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During 2002, SKF signed a long-term agreement with Frantschach Swiecie S.A., one of the major
pulp and paper mills in Poland. The contract includes a series of added-value monitoring services
such as vibration transducers, Microlog® vibration analyzers, and training programmes for the
Frantschach maintenance staff. The system will monitor the status of some 3,000 bearings on all
paper machines. 

Installation of the SKF off-line monitoring system is expected to significantly reduce unplanned
machine stops and shorten machine maintenance intervals, thus giving increased machine 
performance for the customer. The picture shows Mr Dariusz Parczewski, downloading machine
performance information with the help of a Microlog vibration analyzer from Paper Machine 
number 1 at Frantschach in Swiecie.

The CMVA 60 model of
Microlog® is the newest
addition to the SKF line 
of portable data collectors/
analyzers. 

´

´
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SENSITIVITY ANALYSIS

The following shows the magnitude of changes in respect of a number of major 

factors influencing the Group’s profit before taxes. The assessment has been made

on the year-end figures. All the calculations have been made on the basis that

everything else is equal.

• An increase of 1% in the cost of wages
and salaries (including social charges)
reduces profit before taxes by MSEK 150,
and a 1% increase in the cost of direct
material and components reduces profit
before taxes by MSEK 90.

• In 2002, the Group had net short-term
financial assets (short-term financial
assets less total loans) of MSEK 3 121 
(1 846). A change of one percentage
point in interest rates influences profit
before taxes by approximately MSEK 30.

• A weakening of 10% of the SEK against
the USD or against the EUR, has a positive
effect from net currency flows on profit
before taxes of approximately MSEK 300
and MSEK 60 respectively, excluding any
effects from hedging transactions.

Currency Flows in Exchange rate
2002, MSEK in 2002*

USD 3 040 9.10

EUR 590 9.11

CAD 390 5.82

Other** 1 280

SEK -5 300

* The average exchange rate used for hedging for the first
3-4 months 2003.

** “Other” is a sum comprising some 10 different currencies.

Net currency flows

-6000 -3000 0 3000

SEK

Övriga

CAD

EUR

USD

The management of the risks and the
responsibility for all treasury operations are
largely centralized in SKF Treasury Centre,
the Group’s internal bank.

Currency risks

The SKF Group is exposed to changes in
exchange rates in the future flows of pay-
ments, transaction exposure.

The Group’s principal commercial flows
of foreign currencies pertain to exports
from Europe to North America and Asia,
and to flows of currencies within Europe.
The introduction of the euro has reduced
the currency risks.

SKF’s policy is to hedge currency flows
for three to six months on average. This is
the length of time deemed to be required to
adjust to new conditions. Within the frame-
work of established risk limits, it is possible
for SKF Treasury Centre to deviate from
this average period. Risks are managed,
based on a risk-evaluation system that takes

into account the volatility of currencies as
well as their mutual relationship. As of
year-end, the lengths of the actual forward
contracts conformed with the basic policy.

The Group’s accounts are also affected
by the effect of translating the results and
net assets of foreign subsidiaries to Swedish
kronor. These currency exposures are not
hedged. 

SKF’s principal competitors have the
greater part of their production capacity in
Germany, the USA or Japan. SKF’s manu-
facturing is wider spread geographically,
but with a concentration to continental
Europe, the USA and Sweden. More details
about the hedging of foreign currency,
financial instruments and credit risks will
be found in Note 27 to the Consolidated
Financial Statements.

FINANCIAL RISKS

SKF’s operations are exposed to various financial risks. The Group’s financial policy

defines currency, interest rate and credit risks and establishes responsibility and

authority for the management of these risks. The policy states that the objective is

to eliminate or minimize risk and to contribute to a better return through the active

management of risks.
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Millions of Swedish kronor 2002 2001 2000

Net sales 42 430 43 370 39 848
Cost of goods sold Note 2, 3 - 31 844 - 33 105 - 30 461

Gross profit 10 586 10 265 9 387

Selling expenses Note 3 - 6 390 - 6 435 - 5 691
Administrative expenses Note 3 - 246 - 312 - 211
Other operating income 323 434 827
Other operating expenses - 283 - 330 - 645
Profit from Associated Companies 32 12 7

Operating profit 4 022 3 634 3 674

Financial income and expense – net Note 4 - 480 - 514 - 672

Profit before taxes 3 542 3 120 3 002

Taxes Note 5 - 1 055 - 909 - 1 001

Profit after taxes 2 487 2 211 2 001

Minority interests’ share in profit for the year - 21 - 44 - 39

Net profit 2 466 2 167 1 962

Earnings per share after tax, SEK 21.67 19.04 17.23
Diluted earnings per share after tax, SEK 21.67 19.04 17.23

Values by quarterly reports, 2002

Millions of Swedish kronor except earnings per share Quarter 1 Quarter 2 Quarter 3 Quarter 4 Full year 2002

Net sales 10 665 11 053 10 047 10 665 42 430
Operating profit 903 1 048 950 1 121 4 022
Profit before taxes 761 925 877 979 3 542
Earnings per share after tax, SEK 4.64 5.58 5.11 6.34 21.67
Diluted earnings per share after tax, SEK 4.64 5.58 5.11 6.34 21.67



17

0

10 000

20 000

30 000

40 000

50 000

020100

39
 8

48

43
 3

70

42
 4

30

0

1 000

2 000

3 000

4 000

020100

3 
00

2

3 
12

0 3 
54

2

Comments on the consolidated income statements
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Amounts in parentheses refer to comparable figures for 2001 and 2000 respectively.

Net sales
The SKF Group’s sales in 2002 amounted to MSEK 42 430 (43 370 and 39 848).

The -2.2% decrease in net sales, compared to 2001, was attributable to structure by +1.6%, to
exchange-rate effects by -5.2%, to price and mix1) by +1.5%, and to volume by -0.1%. Net sales,
recorded in local currencies, were 3.0% higher 2002 compared to 2001.

Operating profit
The SKF Group’s operating profit in 2002 amounted to MSEK 4 022 (3 634 and 3 674).

The operating margin for 2002 amounted to 9.5% (8.4% and 9.2%). Operating profit in 2000
was positively affected by non-recurring earnings of MSEK 100. Excluding non-recurring items, the
margin in 2000 was 9%.

Other operating income and Other operating expense include items such as gains and losses on
sales of non- production related capital assets, gains and losses on sales or closures of companies
and operations, rental revenues and exchange gains and losses arising on operating assets and
liabilities.

In 2002, other operating income included gains on sales of real estate and businesses. 
In 2001, other operating income included gains on sales of real estate and businesses. Other

operating expenses included expenses for the close-down of businesses.
In 2000, other operating income included a non-recurring bonus distribution of MSEK 250

allocated by the Swedish insurance company Alecta pensionsförsäkring and gain on sales of real
estate. Other operating expenses included a provision of MSEK 367 with the purpose of writing down
assets in the previous Steel Division.

The profit from Associated Companies included the SKF Group’s share of profit in these compa-
nies, mainly Momentum Industrial Maintenance Supply AB, NN Euroball ApS and Endorsia.com
International AB.

Profit before taxes
In 2002, the SKF Group’s profit before taxes amounted to MSEK 3 542 (3 120 and 3 002). Compared
to year 2001, exchange rates for the full year 2002, including translation effects and flows from
transactions had a negative effect on SKF’s profit before taxes of approximately MSEK 75.

The financial income and expense, net for the SKF Group amounted to MSEK -480
(-514 and -672) and was positively affected by decreased borrowings and lower interest rates.

Profit after taxes
In 2002, the SKF Group’s profit after taxes amounted to MSEK 2 487 (2 211 and 2 001).
The actual tax rate in 2002 was 30% percent (29% and 33%). 

1)Mix refers to volume shifts between various customer segments and products with different price levels.

Net sales, MSEK

Profit before taxes, MSEK
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Millions of Swedish kronor 2002 2001 2000

ASSETS
Capital assets
Intangible assets Note 6 1 063 1 270 1 119
Long-term deferred tax assets Note 5 355 408 426
Tangible assets Note 7 12 418 13 599 13 089
Investments Note 28 419 404 328
Long-term financial assets Note 8 1 343 1 410 1 076

15 598 17 091 16 038

Short-term assets
Inventories Note 9 8 987 9 113 9 262
Accounts receivable – trade Note 10 6 840 7 442 7 091
Short-term tax assets Note 5 743 669 684
Other short-term assets Note 11 1 285 1 195 1 341
Short-term financial assets Note 12 5 530 5 387 3 481

23 385 23 806 21 859

Total assets 38 983 40 897 37 897

SHAREHOLDERS’ EQUITY, PROVISIONS AND LIABILITIES
Shareholders’ equity Note 13
Restricted equity
Share capital 1 423 1 423 1 423
Restricted reserves 5 634 6 765 6 781

Unrestricted equity
Unrestricted reserves 6 842 5 869 3 428
Net profit 2 466 2 167 1 962

16 365 16 224 13 594

Minority interest 570 591 467

Provisions
Provisions for pensions and other postretirement benefits Note 14 6 076 7 044 6 746
Provisions for deferred taxes Note 5 2 165 1 893 1 596
Other provisions Note 15 3 271 3 429 3 046

11 512 12 366 11 388
Long-term liabilities
Long-term loans Note 16 1 777 2 830 4 263
Other long-term liabilities Note 17 65 76 94

1 842 2 906 4 357
Short-term liabilities
Short-term loans Note 19 632 711 705
Accounts payable – trade Note 20 3 598 3 226 3 099
Short-term tax liabilities Note 5 311 343 377
Other short-term liabilities Note 21 4 153 4 530 3 910

8 694 8 810 8 091

Total shareholders’ equity, provisions and liabilities 38 983 40 897 37 897

Assets pledged Note 22 211 418 490
Contingent liabilities Note 23 64 110 147

C O N S O L I D A T E D  B A L A N C E  S H E E T S  A T  D E C E M B E R  3 1
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Amounts in parentheses refer to comparable figures for 2001 and 2000 respectively.

Assets and liabilities
The SKF Group’s inventories at December 31, 2002 amounted to MSEK 8 987 (9 113 and 9 262).
The production level for 2002 was some 4% above the level for 2001. Inventories as a percentage 
of annual sales totalled 21.2% (21.0% and 23.2%). The SKF Group aims to reach the level of 20%.

The SKF Group’s trade accounts receivable at December 31, 2002 amounted to MSEK 6 840 
(7 442 and 7 091). Trade accounts receivable as a percentage of annual net sales totalled 16.1%
(17.2% and 17.8%). 

During the year the SKF Group continued to reduce tangible assets through disposals. During
2002, the net book value for tangible assets in Swedish kronor decreased by MSEK 1 153 due to
translation effects caused by a stronger Swedish krona. The value of total assets decreased in 2002
by approximately 10%, compared with 2001, due to a stronger Swedish krona.

The Group’s equity/assets ratio improved further during the year to 43.4% (41.1% and 37.1%).
During 2002, the Group’s shareholders’ equity decreased by MSEK 1 642 (increased by 1 061 

and 720) due to translation effects caused by a stronger Swedish krona.
During 2002, MSEK 683 (598 and 455) were distributed to the shareholders from shareholders’ 

equity.

Financing
At year-end, the SKF Group’s total interest-bearing loans amounted to MSEK 2 409 (3 541 and
4 968). Provisions for pensions and other postretirement benefits totalled MSEK 6 076 (7 044 and
6 746). At the same time, financial assets totalled MSEK 6 873 (6 797 and 4 557), of which MSEK 5 530 
(5 387 and 3 481) consisted of short-term financial assets. Changes in net interest-bearing liabilities
during 2002 is disclosed in the Group’s consolidated statements of cash flow.
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Millions of Swedish kronor 2002 2001 2000

Profit before taxes 3 542 3 120 3 002
Depreciation, amortization and impairment on tangible assets and goodwill 1 859 1 794 1 633
Net gain(-) on sales of tangible assets and businesses - 80 - 62 - 227
Profit from Associated Companies - 32 - 12 - 7
Taxes - 867 - 636 - 166
Changes in working capital:
Inventories - 645 734 - 244
Accounts receivable – trade - 281 330 - 59
Accounts payable – trade 1 224 - 292 - 2
Other operating assets, liabilities and provisions – net - 380 767 6

Cash flow from operations 4 340 5 743 3 936

Investments in tangible assets and businesses *) - 2 001 - 1 696 - 1 551
Sales of tangible assets and businesses *) 328 245 551
Change in equity securities - 23 - 21 - 56

Cash flow after investments before financing 2 644 4 271 2 880

Change in short- and long-term loans - 802 - 1 563 - 986
Change in pensions and other postretirement benefits - 539 - 146 17
Change in long-term financial assets - 167 - 204 - 62
Cash dividends to AB SKF shareholders - 683 - 598 - 455

Cash effect on short-term financial assets 453 1 760 1 394

Change in short-term financial assets

Opening balance, January 1 5 387 3 481 1 976
Cash effect 453 1 760 1 394
Exchange rate effect -310 146 111

Closing balance, December 31 5 530 5 387 3 481

Change in net interest- Opening balance Exchange rate Change in Acquired and Closing balance
bearing liabilities in 2002 January 1, 2002 effect items sold businesses December 31, 2002

Loans, long- and short-term 3 541 - 426 - 802 96 2 409
Pensions and other postretirement benefits 7 044 - 416 - 539 - 13 6 076
Financial assets; long-term - 1410 235 - 167 - 1 - 1 343

short-term - 5 387 310 - 453 – - 5 530

Net interest-bearing liabilities 3 788 - 297 - 1 961 82 1 612

*) Businesses acquired and sold, at the date of acquisition/sale, had the following net amounts:

Millions of Swedish kronor 2002 2001 2000

Net gain(-) on businesses sold - 19 - 86 - 70

Adjustment of Changes in working capital due to businesses acquired and sold:
Inventories 179 79 - 95
Accounts receivable – trade 141 71 - 23
Accounts payable – trade - 54 - 76 - 12
Other operating assets, liabilities and provisions – net 300 175 - 72

Cash flow effect from operations in businesses acquired and sold 547 163 - 272
Cash paid for businesses acquired - 559 - 293 - 163
Cash received for businesses sold 94 137 230
Settlement in other forms – – 73

Cash flow effect from businesses acquired and sold after investments before financing 82 7 - 132

Adjustment of Change in loans - 96 - 6 64
Adjustment of Change in pensions and other postretirement benefits  13 - 2 71
Adjustment of Change in long-term financial assets 1 1 - 3

Cash effect from businesses acquired and sold 0 0 0
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Amounts in parentheses refer to comparable figures for 2001 and 2000 respectively.

Cash flow from operations
The SKF Group’s gross cash flow defined as operating profit plus depreciation amortization 
and impairment, amounted to MSEK 5 881 (5 428 and 5 307). This gross cash flow was 13.9%
(12.5% and 13.3%) of annual sales. A continued good operating profit, which in 2002 amounted to
MSEK 4 022 (3 634 and 3 674), contributed to the strong cash flow.

Cash flow after investments before financing
The SKF Group’s capital expenditures for tangible assets amounted to MSEK 1 442 (1 403 and 
1 388). Of the Group's total additions to tangible assets approximately MSEK 76 (43 and 47) were
invested in measures to improve the environment, both internally and externally.

In 2002, the SKF Group paid MSEK 529 (293 and 163) to acquire new businesses, primarily:

• Delta Consult B.V., in the Netherlands, a service company that provides high level life-cycle asset
management, maintenance engineering and operational services, as well as maintenance related
business process and information technology support; 

• Erin Engineering and Research Inc, in the USA, a technology and service company providing
maintenance engineering and application knowledge for the reliability and performance of client's
assets concentrating on the power generation and hydrocarbon processing industries; 

• Magnetic Group, in Switzerland, a leading manufacturer of electromechanical actuators, electrical
motors, telescopic drives, control units and complete actuation systems; 

• NSK Aerospace Europe Ltd, in UK, a company which designs, manufactures and sells mainshaft
and gearbox bearings for jet engines; 

• VMZ, in Bulgaria, a company which manufactures deep groove ball bearings; 

• The Twentieth Century Machine Co., in the USA, a manufacturer of ground ball screws. 

The above businesses were included in the SKF Group’s consolidated financial statements in 2002
from the date of acquisition.

Sales of business related to Ovako Ajax Inc, in USA, a steel ring manufacturing unit, and the Italian
based manufacturing of sheet metal components such as cages and shields. 

Cash effect on short-term financial assets
The SKF Group’s loans were amortized by MSEK 802 (1 563 and 986). Interest-bearing loans totalled
MSEK 2 409 at year end (3 541 and 4 968), while provision for pensions and other postretirement
benefits amounted to MSEK 6 076 (7 044 and 6 746). Interest payments amounted to MSEK 519 (645
and 719) and interest received to MSEK 333 (271 and 262) (see Note 4).

Short-term financial assets increased by MSEK 143 (1 906 and 1 505). The SKF Group considers
short-time financial assets to be cash and cash equivalents (see Note 12). In 2002, short-term finan-
cial assets were affected negatively by MSEK 310 (positively by 146 and 111) owing to changes in
exchange rates, mainly USD and EURO.

The consolidated statements of cash flow have been adjusted for changes in exchange rates 
as translation effects arising from changes in foreign currency exchange rates do not represent
cash flow. 
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Amounts in millions of Swedish kronor (MSEK) unless otherwise stated.
Amounts in parentheses refer to comparable figures for 2001 and 2000,
respectively.

1.  Accounting principles

General
The consolidated financial statements of the SKF Group and the parent
company AB SKF are prepared in accordance with accounting principles
generally accepted in Sweden (Swedish GAAP). The SKF Group is required
to reconcile its financial statements to accounting principles generally
accepted in the United States of America (U.S.GAAP) since the Group is
listed on NASDAQ in the U.S. Significant differences between Swedish
GAAP and U.S. GAAP are described in Note 27.

Consolidation – subsidiaries
The consolidated financial statements include the Parent Company, AB
SKF, and all companies in which AB SKF, directly or indirectly, owns
shares representing more than 50% of the voting rights. AB SKF and its
subsidiaries are referred to as “the SKF Group” or “the Group”.

All acquisitions are accounted for in accordance with the purchase
method. Consolidated shareholders’ equity includes the Parent Company’s
equity and the part of the equity in subsidiaries which has arisen after the
acquisition. The difference between the cost of acquiring the shares in a
subsidiary and the shareholders’ equity of that subsidiary at the time of
acquisition, adjusted in accordance with the Group’s accounting principles
using the fair value for identifiable assets and liabilities, is accounted for:
– as goodwill in the consolidated balance sheets, if the cost of acquiring
the subsidiary is higher than the shareholders’ equity, or 
– as a negative goodwill in the consolidated balance sheets, if the cost of
acquiring the subsidiary is lower than the shareholders’ equity. Negative
goodwill can also represent expected future losses and expenses which
do not represent identifiable liabilities at the date of acquisition.

Intercompany accounts, transactions and unrealized profits have
been eliminated in the consolidated financial statements.

Investments in associated companies
Companies, in which the Group owns 20 to 50% of the voting rights 
and where the SKF Group has a significant influence, are referred to as
“Associated Companies” (see Note 28).

Investments in Associated Companies are reported in accordance with the
equity method. The carrying value of the investments is equal to the Group’s
share of shareholders’ equity in these companies, determined in accor-
dance with the accounting rules of the Group. The Group’s share in the
result of these companies is based on their profit/loss and tax respectively.

Translation of foreign financial statements
The current rate method is used for translating the income statements
and balance sheets into Swedish kronor as the majority of subsidiaries
are considered independent. All balance sheet items in foreign sub-
sidiaries have been translated in Swedish kronor based on the year-end
exchange rates. Income statement items are translated at average ex-
change rates. The translation adjustments that arise as a result of the
current rate method are transferred directly to shareholders’ equity.

For the translation of financial statements of subsidiaries operating 
in highly inflationary economies, the Group applies the monetary/non-
monetary method (MNM-method). Monetary balance sheet items are
translated at year-end exchange rates and non-monetary balance sheet
items, as well as related income and expense items, are translated at rates in
effect at the time of acquisition (historical rates). Other income and expense
items are translated at average exchange rates. Translation differences
that arise are included in the related lines in the income statement.

Translation of items denominated in foreign currency
Transactions in foreign currencies during the year have been translated
at the exchange rate prevailing at the respective transaction date.

Accounts receivable and payable and other receivables/payables
denominated in foreign currency have been translated at the exchange
rates prevailing at the balance sheet date. Such exchange gains and
losses are included in other operating income and other operating ex-
pense. Other foreign currency items have been included in financial
income and expense net.

Financial derivative instruments
For hedging of fluctuations in foreign currency, exchange rates related to
certain revenues and expenses for flow of goods and services between
countries (firm commitments as well as anticipated transactions), forward
exchange contracts and currency options are used. Exchange differences
related to these financial derivative contracts are not reflected in the in-
come statement until the related transactions occur.

Cross currency swaps and interest rate swaps are used to manage the
interest rate exposure on certain foreign currency borrowings. These
financial derivative instruments are valued at the closing day rate and 
exchange differences as well as accrued interest are reflected per the
closing date.

Share swaps were used in the Group's hedging strategy for its stock
option programme described in Note 25. The share swaps are accounted
for at the lower of acquisition or market value and any resulting decline in
market value is recognized in the income statement.

Exchange rates
The following exchange rates have been used when translating the financial statements of foreign subsidiaries operating in the countries shown below into SEK:

Country Unit Currency Average rate Year-end rate
2002 2001 2000 2002 2001 2000

EMU-countries* 1 EUR 9.15 9.27 8.45 9.18 9.37 8.85
India 100 INR 19.93 22.04 20.38 18.36 21.99 20.37
Japan 100 JPY 7.76 8.57 8.49 7.38 8.08 8.27
United Kingdom 1 GBP 14.58 14.97 13.88 14.12 15.37 14.20
USA 1 USD 9.69 10.40 9.16 8.81 10.61 9.51
Canada 1 CAD 6.21 6.71 6.15 5.61 6.64 6.33

* Belgium, Finland, France, Germany, Greece, Ireland, Italy, the Netherlands, Spain, Portugal and Austria.
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The Group also uses financial derivative instruments for trading pur-
poses, limited according to Group’s risk management policy. These
financial derivative instruments are market-to-market and exchange
differences recognized in the period they arise.

Exchange differences arising from financial derivative instruments are
included in Financial income and expense, net.

Debt and marketable equity securities
There are no marketable equity securities held. Debt securities classified
as held to maturity are recorded at amortized cost. Debt securities which
are bought and held principally for selling them in the near term are
classified as short-term financial assets and are recorded at fair value
with gains and losses recorded in the Income statement.

Inventories
Inventories are stated at the lower of cost (first-in, first-out basis) or
market (net realizable value). Net realizable value is defined as the lower
of current replacement cost or market value less selling costs. Cost
includes material, labour and manufacturing overhead.

Depreciation and amortization
Depreciation is provided on a straight-line basis and is calculated based
on the cost of the asset. In some countries, legal revaluations are made in
addition to cost, and depreciation is then based on the revalued amounts.

The rates of depreciation are based on the estimated economic lives
of the assets, generally 33 years for buildings, 10-17 years for machines
and 4-5 years for tools, office equipment and vehicles.

Depreciation is included in cost of goods sold or selling and adminis-
trative expenses depending on where the assets have been used.

Goodwill is amortized on a straight-line basis, normally over 10 years,
but in some cases to over 20 years. Goodwill is amortized over more
than 5 years (10 or 20 years) in cases where the acquired company has
an established knowledge within its business, developed customer rela-
tions and a strategic relation to the Group’s business.

Patents and similar rights are stated at cost and are amortized on a
straight-line basis over their legal lives.

Other intangible assets are stated at cost and are amortized on a straight
line basis over their estimated useful lives, not more than 20 years.

Negative goodwill is generally amortized on a straight line basis over
the remaining weighted average useful life of the identifiable acquired
depreciable/amortizable assets. Any negative goodwill that relates to
expected future losses and expenses is recognized as income when the
losses and expenses are recognized.

Impairment of tangible and intangible assets
If the carrying value of an asset, tangible or intangible, exeeds its fair
value an impairment loss is recognized. Impairment losses of tangible
and intangible assets totaling 185 were recorded in 2002.

Capitalization of software
As from 2002, the Group capitalizes software, if it is probable that the fu-
ture economic benefits that are attributable to it will flow to the com-
pany and the cost can be measured reliably. In addition the cost must
represent the initial investment or significantly increase standards of
performance. During 2002, no capitalization has been made.

Research and development
Research expenditures are always charged against earnings as incurred and
accounted for as cost of goods sold in the consolidated income statement.

The majority of expenditures for development are charged against
earnings. As from 2002, expenditures for development are capitalized
as intangible assets if, during the development phase, a customer com-
mittment is known. The Group has not recorded any intangible assets
related to development expenditures.

Leases
A lease agreement that transfers substantially all the benefits and risks 
of ownership to the Group is accounted for as a finance lease. Finance
leases are recorded as tangible assets (and the associated obligation) initially
recorded at an amount equal to the present value of the minimum lease
payments during the lease term. Finance leases are amortized in a manner
consistent with the Group’s normal depreciation policy for owned tangible
assets. Lease payments are apportioned between the finance charge and
the reduction of the outstanding capital lease obligation. The finance charge
is allocated to periods during the lease term as to produce a constant periodic
rate of interest on the remaining balance of the liability for each period.

Other leases are accounted for as operating leases. Such rental
expenses are recognized in the income statement, on a straight line
basis, over the lease term.

Revenue recognition
Revenues are recognized when realized or realizable and earned.
Revenue from the sale of goods and services is generally recognized
when (1) an arrangement with a customer exists, (2) delivery has occurred
or services have been rendered, (3) the price is determinable, and (4)
collection of the amount due is reasonably assured.

Revenues from service and/or maintenance contracts where the
service is delivered to the customer at a fixed price is accounted for on 
a straight-line basis over the duration of the contract.

Other operating income and other operating expense
Other operating income and Other operating expense include items such
as gains and losses on sales of non-production related capital assets,
gains and losses on sales or closures of companies and operations,
rental revenues and exchange gains and losses arising on operating
assets and liabilities.

The concept of non-comparative items is not used by the Group.
Comparative information is found in comments to the consolidated
income statement.

Income taxes
All the companies within the Group compute current income taxes in
accordance with the tax rules and regulations of the countries where the
income is taxable.

The group utilizes a liability approach for measuring deferred taxes,
which requires deferred tax assets and liabilities to be recorded based on
enacted tax rates for the expected future tax consequences of existing
differences between financial reporting and tax reporting bases of assets
and liabilities, and loss and tax credit carry forwards. Such losses and tax
credit carry forwards can be used to offset future income. Valuation al-
lowances are recorded to reduce deferred tax assets when it is more likely
than not that a tax benefit will not be realised. Tax assets and provisions for
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taxes are classified as long-term and short-term based on the nature of the
underlying asset and liability.

Other taxes (see Note 5), refer to taxes other than income taxes which should
not, according to GAAP, be included elsewhere in the income statements.

Provisions have been made in the consolidated financial statements
for estimated taxes on earnings of subsidiaries expected to be remitted
in the following year, but not for tax liabilities which may arise on distribu-
tion of the remaining unrestricted earnings of foreign subsidiaries.

Provisions
Provisions are made when the Group has liabilities of uncertain timing or
amount. The provision is recognized when there is a present obligation
as a result of a past event, it is probable that an outflow of resources will
be required to settle the obligation and a reliable estimate can be made
of the amount of the obligation.

Pensions and other postretirement benefits, deferred taxes, negative
goodwill, restructuring provisions and similar items such as environmental
and warranty provisions and benefits to employees, other than pensions,
are classified as provisions in the balance sheet.

Provisions for pensions
Pension obligations are calculated as the discounted value of the future
pension benefits at year-end, to which employees are entitled based on
their earnings during the time of their employment.

Provisions for pensions are calculated and provided for based on local
legislation and rules in each country except in cases when a true and fair
view would not be reflected.

Provisions for postretirement benefits other than pensions
Provisions for post-retirement benefits other than pensions are made during
the years of service when an employee earns the benefits, even if the bene-
fits will not be paid out until after retirement. 

Provisions are based on the estimated cost of providing the benefit to
the individuals concerned.

New accounting principles and recommendations
In 2001, the parent company implemented in its financial statements 
the recommendation “Income Taxes” (RR 9). Beginning in 2001, the parent
company reports Group contributions received and paid directly against
shareholders’ equity.

Beginning in 2002, management expenses are classified as Cost of
goods sold and/or Selling and Administrative expenses based on the type
of operation. Certain reclassifications have been made to the prior years fi-
nancial statements in order for them to conform with the 2002 presentation.

In 2002, the Group implemented the recommendations, issued by the
Swedish Financial Standard Council, that became effective during the year,
which included the following recommendations which are described under
the applicable accounting policy sections of this footnote:

“Consolidations” (RR 1), “Intangible Assets” (RR 15), “Provisions and
Contingent Liabilities” (RR 16) and “Impairment of Fixed Assets” (RR 17).

In addition, “Related Party Disclosures” (RR 23) was adopted in 2002.
For 2002 the Group implemented “Disclosures for Share-based Payments

to Employees” (URA 41), according to which companies are required to
make disclosures according to “Employee Benefits” (RR 29) regarding
share-based payments, and according to “Financial Instruments:
Disclosure and Classification” (RR 27) regarding financial risks including
policies for hedging stock-based payments.

For 2003 the following recommendations, issued by the Swedish
Financial Accounting Standard Council, will become effective: “Presentation
of Financial Statements” (RR 22), “Segment Reporting” (RR 25),  “Events,
After the Balance Sheet Date” (RR 26), and “Financial Instruments:
Disclosure and Presentations” (RR 27).

In 2004 “Employee Benefits” (RR 29) becomes effective. The Group
has decided to implement “Employee Benefits” (RR 29) as of January 1,
2003. The one-time effect of this change in accounting principle will be
taken directly to equity in accordance with “Accounting for Changes in
Accounting Principles” (RR 5), and has no one-time effect on the income
statement and statement of cash flow. The one-time effect has been pre-
liminary estimated to be a 1400 decrease in the Group’s shareholders’
equity. The annual pre-tax profit effect is estimated to be a negative 100
with no cash flow effects.

The Group has not yet assessed the impact of implementing the other
new recommendations in 2003.

Definitions of key figures
The majority of the subsidiaries within the SKF Group report the results of
their operations and financial position eleven times a year (ten for 1996).
The key figures presented in the Annual Report have been calculated
using average values based on these interim reports. Consequently, the
calculation of these key figures using the year-end values presented,
may give slightly different results.

1. Portion of risk-bearing capital
Shareholders’ equity plus minority interest and provisions for
deferred taxes, as a percentage of total assets at year-end.

2. Equity/assets ratio
Shareholders’ equity plus minority interest, as a percentage
of total assets at year-end.

3. Return on total assets
Operating profit/loss plus interest income, as a percentage
of average total assets.

4. Return on capital employed
Operating profit/loss plus interest income, as a percentage of
average total assets less the average of non-interest bearing liabilities.

5. Return on shareholders’ equity
Profit/loss after taxes, as a percentage of average shareholders’ equity.

6. Operating margin
Operating profit/loss, as a percentage of net sales.

7. Profit margin
Operating profit/loss plus interest income, as a percentage of net sales.

8. Turnover of total assets
Net sales in relation to average total assets.

9. Earnings/loss per share in Swedish kronor
Profit/loss after taxes and minority interest divided by the 
number of shares.

10. Yield
Dividend as a percentage of share price at year-end.

11. P/E ratio
Share price at year end divided by earnings per share.

12. Average number of employees 
Total number of working hours of all employees, divided by the
normal total working time during the year.
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2.  Research and development

Research and development expenditures totalled 767 (871 and 710).
Additionally, the Group enter into external research contracts where,
the Group produces prototypes of various products on behalf of a third
party. Expenses under such contracts were 9 (17 and 10). 

No intangible assets have been recorded that are related to develop-
ment expenditures.

3.  Depreciation, amortization and impairment

2002 2001 2000

Land improvements 7 8 6
Buildings 129 134 117
Machinery, supply systems, machine
tools, tooling and factory fittings 1 528 1 559 1 437

Goodwill 178 80 61
Revaluations 17 13 12

1 859 1 794 1 633

Depreciation, amortization and impairment are accounted for as:

2002 2001 2000

Cost of goods sold 1 555 1 571 1 421
Selling expenses 293 205 189
Administrative expenses 11 18 23

1 859 1 794 1 633

An impairment loss of 185 (0 and 0) has been included above.

4.  Financial income and expense

2002 2001 2000

Income from equity securities and
long-term financial investments - 172 144 120

Other financial income
and similar items 150 515 475

Interest expense and 
similar items - 458 - 1 173 - 1 267

- 480 - 514 - 672

Specification of financial income and expense, net

2002 2001 2000

Dividends related to
- income from equity securites 

and long-term financial investments 6 16 10

Total dividends 6 16 10

Interest income related to
- income from equity securities 

and long-term financial investments 9 15 9
- other financial income

and similar items 277 317 323

Total interest income 286 332 332

Interest expense for
- financial liabilities related to 

interest expense and similar items - 383 - 504 - 561
- pensions and other post-

retirement benefits (see Note 14) 
related to interest expense and 
similar items - 376 - 382 - 358

Total interest expense - 759 - 886 - 919

Financial exchange gains and losses related to
- income (loss) from equity securities 

and long-term financial investments - 187 113 101
- other financial income (expense) and 

similar items - 127 198 152
- interest income (expense) and 

similar items 301 - 287 - 348

Total financial exchange gains
and losses - 13 24 - 95

Financial income and
expense, net - 480 - 514 - 672

Adjustment to market value of short-term financial assets affected finan-
cial income and expense by 17 (-5 and -3).

Interest received amounted to 333 (271 and 262). Interest payments
amounted to 519 (645 and 719).
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5.  Taxes
2002 2001 2000

Taxes on profit before taxes
- current taxes - 690 - 661 - 510
- deferred taxes, net - 358 - 237 - 460
Other taxes - 7 - 11 - 31

- 1 055 - 909 - 1 001

Deferred taxes for 2002 included an income of 299 related to the net
change in the valuation allowance. Of this income, 41 represented an
adjustment of the opening balance of the valuation allowance still exist-
ing at year-end. The adjustment was due to a change in circumstances
which affected the judgement on the realizability of the related deferred
tax asset in future years.

2002 2001 2000

Deferred tax assets:
- long-term 355 408 426
- short-term 555 595 601

910 1 003 1 027

Provisions for deferred taxes:
- long-term 1 915 1 616 1 323
- short-term 250 277 273

2 165 1 893 1 596

Provisions for deferred taxes/
deferred tax assets – net - 1 255 - 890 - 569

Short-term income taxes receivable 188 74 83
Short-term income taxes payable - 311 - 343 - 377

- 123 - 269 - 294

Gross deferred tax assets and provisions were related to the 
following items:

Deferred tax assets: 2002 2001 2000

Provisions for pensions and other 
postretirement benefits 434 528 514

Tax loss carry-forwards 407 919 1 143
Inventories 328 312 347
Tangible assets 260 311 349
Other 759 823 666

Gross deferred tax assets 2 188 2 893 3 019
Valuation allowance - 669 - 968 - 912

Net deferred tax assets after 
valuation allowance 1 519 1 925 2 107

* Classified as Short-term tax assets in the Consolidated Balance Sheet.

Provisions for deferred taxes: 2002 2001 2000

Provisions for pensions and other 
postretirement benefits 86 24 18

Inventories 423 430 482
Tangible assets 1 871 2 041 1 987
Other 394 320 189

Gross provision for deferred taxes 2 774 2 815 2 676

Provisions for deferred taxes/
deferred tax assets – net - 1 255 - 890 - 569

Corporate income tax
The corporate nominal income tax rate in Sweden was 28% in 2002,
2001 and 2000. The actual tax rate on profit before taxes was 30% (29
and 33). 

A reconciliation of the statutory tax in Sweden to the actual tax is
outlined below:

2002 2001 2000

Tax calculated on statutory tax rate 
in Sweden - 992 - 874 - 841

Difference between statutory tax rate
in Sweden and foreign subsidiaries’
weighted statutory tax rate - 85 - 141 - 194

Other taxes - 7 - 11 - 31
Permanent differences - 148 26 - 39
Tax loss carry-forwards, net of 
changes in valuation allowance 131 50 101

Other, including translation 
adjustments 46 41 3

Actual tax - 1 055 - 909 - 1 001

Tax loss carry-forwards
At December 31, 2002, certain subsidiaries, had tax loss carry-forwards
amounting to 1 205 (2 726 and 3 379). Such tax loss carry-forwards ex-
pire as follows:

2003 131
2004 129 
2005 51 
2006 41 
2007 61 
2008 and thereafter 792 

At December 31, 2002, the total tax loss carry-forwards have resulted 
in deferred tax assets of 38, net of valuation allowances, which are in-
cluded in gross deferred tax assets above. Losses can be used to reduce
future taxable income, but since their benefit has already been recorded,
their future use will not reduce the total tax expense of the Group with the
exception of any release of the valuation allowance.

*

*
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6.  Intangible assets

Acquisition cost: Impair- Translation
2002 Additions Disposals ments Other* effects 2001 2000

Goodwill 1 402 84 – – – - 229 1 547 1 283
Patents and similar rights 45 15 – – 3 - 2 29 28
Leaseholds 29 – – – 3 - 4 30 29
Other intangible assets 493 70 - 2 – - 78 - 34 537 509

1 969 169 - 2 – - 72 - 269 2 143 1 849

Accumulated amortization and impairment:
Amortiza- Impair- Translation

2002 tion Disposals ments Other* effects 2001 2000

Goodwill 760 86 – 92 – - 122 704 566
Patent and similar rights 16 3 – – – – 13 10
Leaseholds 5 – – – 4 - 1 2 3
Other intangible assets 125 6 - 1 – - 29 - 5 154 151

906 95 - 1 92 - 25 - 128 873 730

Net book value 1 063 74 - 1 - 92 - 47 - 141 1 270 1 119

7.  Tangible assets

Acquisition cost including revaluations:
Impair- Translation

2002 Additions Disposals ments Other* effects 2001 2000

Land, land improvements and 
buildings 5 275 81 - 469 – 271 - 549 5 941 5 643

- Revaluations 555 27 – – 61 - 32 499 505
Machinery and supply systems 22 549 940 - 951 – 354 - 2 131 24 337 21 765
- Revaluations 157 44 – – 119 - 28 22 23
Machine tools, tooling, factory fittings, etc 3 193 176 - 278 – 226 - 286 3 355 3 445
Construction in process including  advances 859 245 - 3 – - 184 - 80 881 1 027

32 588 1 513 - 1 701 – 847 - 3 106 35 035 32 408

Accumulated depreciation and impairment:
Depre- Impair- Translation

2002 ciation Disposals ments Other* effects 2001 2000

Land improvements and buildings 2 699 136 - 369 – 45 - 239 3 126 2 918
- Revaluations 313 13 – – 47 - 17 270 255
Machinery and supply systems 14 487 1 189 - 801 93 99 - 1 446 15 353 13 641
- Revaluations 163 4 - 4 – 129 - 23 57 57
Machine tools, tooling, factory fittings, etc 2 508 246 - 257 – 117 - 228 2 630 2 448

20 170 1 588 - 1 431 93 437 - 1 953 21 436 19 319
Net book value 12 418 - 75 - 270 - 93 410 - 1 153 13 599 13 089

* The net book value in the column Other mainly consists of acquired and divested companies. 
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Finance leases included in tangible assets consisted of the following:

Acquisition value: 2002 2001 2000

Land, land improvements and 
buildings 73 84 76

Machinery and supply systems 11 16 3
Machine tools, tooling, factory 
fittings, etc 51 55 68

135 155 147

Accumulated depreciation:

2002 2001 2000

Land, land improvements and 
buildings 53 60 53

Machinery and supply systems 3 4 2
Machine tools, tooling, factory 
fittings, etc 21 28 28

77 92 83
Net book value 58 63 64

Tax value of Swedish real estate:
2002 2001 2000

Land 130 130 128
Buildings 526 526 576

656 656 704

8.  Long-term financial assets

2002 2001 2000

Long-term financial receivables 1 318 1 383 1 052
Debt securities 25 27 24

1 343 1 410 1 076

Substantially all the long-term financial receivables are comprised of
prepaid pensions and deposits.

9.  Inventories

Inventories, net of reserves for obsolescence, consist of the 
following:

2002 2001 2000

Raw materials and supplies 1 876 2 083 1 821
Work in process 1 589 1 694 1 781
Finished goods 5 522 5 336 5 660

8 987 9 113 9 262

10.  Accounts receivable – trade

2002 2001 2000

Accounts receivable 6 659 7 294 6 941
Acceptances receivable 419 449 436

7 078 7 743 7 377
Allowance for doubtful accounts - 238 - 301 - 286

6 840 7 442 7 091

The change in allowance for doubtful accounts charged against profit
amounted to 42 (50  and 57).

11. Other short-term assets

2002 2001 2000

Other short-term receivables 851 685 701
Associated companies 3 5 –
Prepaid expenses 261 274 461
Accrued income 109 162 140
Advances to suppliers 61 69 39

1 285 1 195 1 341

12.  Short-term financial assets

2002 2001 2000

Short-term investments
- in bonds and other securities 438 699 425
- in treasury bills and

government bonds 1 475 2 281 1 250
- with banks 1 796 470 443
- other 783 821 520
Cash and bank accounts 1 038 1 116 843

5 530 5 387 3 481

Unrealized holding gain on short-term financial assets as of December 31,
2002, included in financial income and expense amounted to 17
(unrealized holding losses of 5 and 3).
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13.  Shareholders’ equity

Share capital
The share capital at December 31, 2002, consisted of the following
shares (par value SEK 12.50 per share):

Number of shares
authorized and Aggregate

outstanding par value

A-shares 32 383 377 405
B-shares 81 454 390 1 018

113 837 767 1 423

An A-share has one vote and a B-share has one-tenth of one vote. It was
decided at AB SKF’s Annual General Meeting on April 18, 2002 to insert
a share conversion clause in the Articles of Association which allows
owners of A-shares to convert those to B-shares. 16 872 955 A-shares
were converted to B-shares in 2002.

Restricted reserves
In accordance with statutory requirements in Sweden and certain other
countries in which the Group operates, the Parent Company and its sub-
sidiaries maintain restricted reserves which are not available for distribu-
tion as dividends.

The Swedish Companies Act requires that 10% of net profit be trans-
ferred to the legal reserve (part of restricted reserves) until the legal reserve
together with the premium reserve amounts to 20% of the share capital.
As of 1997, premiums paid on new share issues must be transferred to the
premium reserve. Premiums on new share issues prior to 1997 have been
transferred to the legal reserve. Differences between statutory reporting
and reporting for Group purposes are also treated as restricted reserves.

In countries where legal revaluations of assets are made, an amount
corresponding to the net revaluation must be transferred to legal reserves.

Restatements from Group accounts to lokal accounts are considered
restricted reserves.

Tax laws in Sweden and certain other countries permit allocations to
reserves that are deductible for tax purposes. To a certain extent, com-
panies can thus allocate profit so that it remains in the companies with-
out being taxed immediately. In the balance sheet the cumulative value
of these allocations, less the related provisions for deferred tax, is shown
under restricted reserves.

Unrestricted equity
Unrestricted earnings include earnings distributable by the Parent
Company and those net earnings that may be remitted from subsidiaries
to the Parent Company within one year. The unrestricted equity has been
reduced by accumulated losses in other subsidiaries. In determining the
remittable amounts, consideration has been given to legal and exchange
restrictions, but not to the financial position of the remitting subsidiaries.

Changes in shareholders’ equity
Re- Unre-

Share stricted stricted
capital reserves equity Total

Opening balance 2000-01-01 1 423 6 524 3 420 11 367

Cash dividend – – - 455 - 455
Net profit – – 1 962 1 962
Transfer between restricted and
unrestricted reserves – - 341 341 –

Translation effects – 598 122 720

Closing balance 2000-12-31 1 423 6 781 5 390 13 594

Cash dividend – – - 598 - 598
Net profit – – 2 167 2 167
Transfer between restricted and
unrestricted reserves – - 809 809 –

Translation effects – 793 268 1 061

Closing balance 2001-12-31 1 423 6 765 8 036 16 224

Cash dividend – – - 683 - 683
Net profit – – 2 466 2 466
Transfer between restricted and
unrestricted reserves – 396 - 396 –

Translation effects – - 1 527 - 115 - 1 642

Closing balance 2002-12-31 1 423 5 634 9 308 16 365

As described in Note 1, translation effects arising from the application 
of the current rate method were charged directly to shareholders’ equity.
Changes in cumulative translation effects included in shareholders’
equity, were as follows:

2002 2001 2000

Balance at beginning of year 1 688 627 - 93
Translation effects - 1 642 1 061 720

Balance at end of year 46 1 688 627

14. Provisions for pensions and other postretirement benefits
Provisions

for the Utilized Translation
2002 year amounts Other Effect 2001 2000

Pensions 4 684 466 - 1 003 – - 144 5 365 5 261
Other postretirement benefits 1 392 125 - 118 3 - 297 1 679 1 485

6 076 591 - 1 121 3 - 441 7 044 6 746

1) Utilized amounts represent both externalization of pension provisions and paid pensions.

1)
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16.  Long-term loans
Long-term loans at the end of the year,  were:

2002 2001 2000

Debentures (maturing from 2004
to 2007) bearing interest from 
6.6 to 14.3%* 1 646 2 507 2 945

Bank loans (maturing from 2003
to 2014) bearing interest from 
0.7 to 14.5%* 43 69 1 098

Other loans (maturing from 2004
to 2011) bearing interest from 
1.8 to 8.5%* 88 254 220

1 777 2 830 4 263
* As of December 31, 2002.

The short-term portion of long-term loans is included in short-term loans
(see Note 19).

Maturities of long-term loans outstanding at December 31, 2002 are as
follows:

2004 281
2005 10
2006 13
2007 1 417
2008 5
2009 and thereafter 51

Long-term loans outstanding at December 31, 2002 
per currency are as follows:

USD 1 441
SEK 235
EUR 13
INR 67
IDR (Indonesian rupies) 10
Other currencies 11

The terms of certain loan agreements in the subsidiaries contain various
restrictions, relating principally to the further pledging of assets, addi-
tional borrowing and payment of intercompany dividends.

Of the long-term loans, 82 (180 and 283) were secured at 
December 31, 2002.

The market value of long-term loans was approximately the same 
as the book value after taking related interest rate swaps into account.
The market value was calculated by discounting the future cash flows 
of the loans using the interest rates currently available.

17.  Other long-term liabilities
2002 2001 2000

Long-term portion of finance
leases (see Note 18) 23 29 30

Other 42 47 64

65 76 94

15.  Other provisions Provi- Reversal Trans-
sions for Utilized unutilized lation

2002 the year amounts amounts Other effect 2001 2000

Provisions for employee benefits other than pensions 958 141 - 153 - 17 2 - 25 1 010 924
Restructuring provisions 516 267 - 241 - 153 - 2 - 21 666 544
Environmental provisions 231 34 - 45 - 12 – - 22 276 234
Warranty provisions 457 310 - 68 - 23 9 - 10 239 179
Other provisions 1 109 571 - 351 - 266 4 - 87 1 238 1 165

3 271 1 323 - 858 - 471 13 - 165 3 429 3 046

Provisions for employee benefits other than pensions include an employee’s right to certain benefits when leaving the company either before or on the
date of retirement. The benefit is paid out in a lump sum and not during the remaining lifetime of the employee. The Group’s business in Italy accounted
for approximately 73% of the provision.

Restructuring is defined as a program which is planned and controlled by management and materially changes either the scope of the business undertaken
by a company or the manner in which the business is conducted.  Restructuring activities include among other things sale or termination of a line of business
and significant changes in organizational structure . The restructuring provisions as of December 31, 2002 are expected to be settled within two years.

Environmental and warranty provisions cover liabilities not settled at year-end. These provisions are released to match the losses realized on the contracts.

Provisions for pensions
Total pension expense amounted to 601 (614 and 478), including premi-
ums for defined contribution plans and net expense on prepaid pension
assets included in long term financial receivables. This includes an interest
cost of 272 (258 and 243). The interest arose mainly on obligations for
pensions in Sweden, Germany and the U.S.

Interest rates used vary by country, and the average was 6.3% 
(3.7% and 4.2%) for indexed Swedish pensions and 3.0% (3.0% and
3.5%) for fixed Swedish pensions. An interest rate of 6.0% (6.0% and
6.0%) was used for the German companies, which represent an average
of approximately 71% of the Group’s total pension obligation.

Provisions for other postretirement benefits
The Group sponsors several defined postretirement benefit plans cover-
ing most salaried and hourly employees in the United States. The plans,
which are fully provided for but unfunded, provide certain health care
and life insurance benefits for eligible retired employees. Net periodic
postretirement benefit costs were 125 (154 and 136), which include an
interest cost calculated at 104 (124 and 115).

For more information, see reconciliation to U.S. GAAP in Note 27.9
Provisions for pensions and postretirement benefits.
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18.  Leases
Future minimum rental commitments at December 31, 2002, for finance
leases and non-cancellable (within one year) operating leases were as
follows: 

Finance Operating
leases leases 

2003 15 209
2004 11 157
2005 7 124
2006 5 101
2007 2 91
2008 and thereafter 1 370

Less: Interest and executory costs - 5

Present value of minimum lease
payments under finance leases 36

Less: Current portion - 13

Long-term portion (see Note 17) 23

Net rental expense related to operating leases was 209 (227  and 220).
Contingent rentals and sub-lease revenues were not significant in any of
the years presented.

19.  Short-term loans
2002 2001 2000

Bank loans 127 324 377
Other short-term loans 62 124 188

189 448 565
Short-term portion of long-term loans 443 263 140

632 711 705

The maximum of the monthly short-term loans outstanding, excluding
the short-term portion of long-term loans, was 990 (915 and 1 787). The
average of monthly short-term loans outstanding during the year was
686 (779 and 1 201). The weighted average interest rate was 2.4% (5.4%
and 5.7%). Average amounts outstanding and weighted average interest
rates have been computed based on the amounts outstanding at the end
of each month and related interest expense. The interest rate at
December 31, 2002 was 4.1%.

At December 31, 2002, the Group had unutilized long-term lines of credit
of 2 642 expiring in 2006. Commitment fees of 0.2025% are required on
these lines of credit.

20.  Accounts payable – trade
2002 2001 2000

Accounts payable 3 305 2 947 2 837
Acceptances payable 293 279 262

3 598 3 226 3 099

21.  Other short-term liabilities
2002 2001 2000

Other short-term liabilities 862 891 790
Accrued expenses and 
deferred income 3 291 3 639 3 120

4 153 4 530 3 910

Accrued expenses and deferred income included accrued vacation pay
of 620 (657 and 669). Accrued social charges (including payroll taxes) of
421 (418 and 394) were also included.

22.  Assets pledged

Assets that have been pledged to secure loans and other obligations:

2002 2001 2000

Mortgages on real estate 141 260 307
Chattel mortgages 70 116 141
Other mortgages – 42 42

211 418 490
Mortgages are stated at the nominal value of the mortgage deeds and
other pledged assets are stated at net book value. The pledged assets
secured loans and other obligations of 120 at December 31, 2002, (319
and 430).

23.  Contingent liabilities
2002 2001 2000

Discounted bills 2 21 12
Other guarantees and contingent 
liabilities 62 89 135

64 110 147

24.  Geographic information

Net sales per geographic area were as follows:

2002 2001 2000

Sweden 1 924 1 793 1 850
Europe (excluding Sweden) 21 168 21 520 19 295
North America 10 879 11 444 10 795
Other countries 8 459 8 613 7 908

42 430 43 370 39 848

Identifiable assets (total assets excluding cash, bank accounts, short-
term investments, intercompany receivables and shareholdings, but before
consolidation eliminations), amounted at December 31 to 35 124 (37 624
and 36 424). The geographic location of these assets were as follows:

2002 2001 2000

Sweden 5 599 6 207 6 346
Europe (excluding Sweden) 16 969 16 573 15 634
North America 7 609 9 058 8 690
Other countries 4 947 5 786 5 754

35 124 37 624 36 424
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25.  Specification of salaries, wages and remunerations for employees

2002 2002 2001 2001 2000 2000
Salaries, wages Social charges Salaries, wages Social charges Salaries, wages Social charges

and other (whereof and other (whereof and other (whereof
remunerations pension cost) remunerations pension cost) remunerations pension cost)

Parent Company in Sweden 101 74 91 65 83 65
(52) (50) (52)

Subsidiaries in Sweden 1 366 702 1 417 802 1 529 683
(208) (255) (145)

Subsidiaries abroad 9 321 2 757 9 615 2 822 8 741 2 507
(341) (309) (281)

10 788 3 533 11 123 3 689 10 353 3 255
(601) (614) (478)

1) Including one-time items of MSEK 327.

Specification of salaries, wages and remunerations:
2002 2001 2000

Board and Board and Board and
President 2002 President 2001 President 2000
(whereof Other (whereof Other (whereof Other

bonus, etc) employees bonus, etc) employees bonus, etc) employees

Parent Company in Sweden 19 (6) 82 17 (5) 74 18 (6) 65

Total Parent Company in Sweden 101 91 83

Subsidiaries in Sweden 19 (2) 1 347 18 (2) 1 399 17 (2) 1 512

Total subsidiaries in Sweden 1 366 1 417 1 529

Subsidiaries abroad 100 (9) 9 221 89 (8) 9 526 86 (3) 8 655

Total subsidiaries abroad 9 321 9 615 8 741

Group 138 (17) 10 650 124 (15) 10 999 121 (11) 10 232

Total Group 10 788 11 123 10 353

Geographic specification of salaries, 
wages and remunerations in subsidiaries abroad: 2)

France 11 1 162 6 1 193 10 1 063
Germany 13 (2) 2 367 12 (3) 2 375 12 (1) 2 179
Italy 10 (1) 1 311 8 (1) 1 406 6 (1) 1 240
Western Europe excluding Sweden 21 (1) 1 314 22 (1) 1 199 16 1 053
Central and Eastern Europe 5 117 4 112 2 94
USA 4 (1) 2 176 6 (1) 2 360 4 2 221
Other North America – 59 – 64 – 46
Latin America 9 (1) 193 7 (1) 290 15 249
Asia 24 (3) 451 22 (1) 440 21 (1) 416
Africa 3 71 2 87 – 94

100 9 221 89 9 526 86 8 655

Total subsidiaries abroad 9 321 9 615 8 741

2) A complete list of geograhic specification of Salaries, wages and remunerations for employees abroad by country is available at 
Patent- och Registreringsverket and at the Parent company.

1)

1)



33

N O T E S ,  G R O U P

33

Salaries, Wages and other Remunerations for SKF Board of Directors,

Chief Executive Officer and Group Management

Principles

The Chairman of the Board and the Board Members are remunerated in accor-

dance with the decision taken at the Annual General Meeting. No remuneration

is paid to the employee representatives.

The remuneration to the Chief Executive Officer and other senior managers

consists of fixed annual salary, variable salary, other benefits, retirement bene-

fits and stock option entitlements. The magnitude of the remuneration shall be

in proportion to the manager's responsibility and authority. The right to variable

salary is limited to a certain percentage of the fixed salary.

Board of Directors

At the Annual General Meeting held in 2002 it was decided that the Board shall

be entitled to an allotment of SEK 2 350 000. At the Statutory Board Meeting it

was decided that this allotment should be divided among the Board Members

elected by the Annual General Meeting as follows: SEK 700 000 should be dis-

tributed to the Chairman of the Board and SEK 275 000 to each elected Board

Member who is not employed by AB SKF.

Chief Executive Officer

Sune Carlsson, Chief Executive Officer (CEO) and President of AB SKF,

received in 2002 as salary and other remunerations SEK 10 980 823, of which 

SEK 3 697 200 was variable salary for year 2001. Sune Carlsson's fixed annual

salary for 2002 amounted to SEK 7 150 000. The variable salary could amount 

to a maximum of 60 % of the fixed annual salary and is determined based on

the financial performance of the SKF Group established according to the SKF

management model which is a simplified economic value-added model called

Total Value Added; TVA ( see Financial Objectivs and Dividend Policy for de-

scription). AB SKF made premium payments in year 2002 corresponding to 35 %

of Sune Carlsson's fixed annual salary for the future pension benefit of Sune

Carlsson. The pension benefit is fee-based and the cost for this pension bene-

fit in year 2002 amounted to SEK 2 544 224. Sune Carlsson's pension is a

vested benefit, and is accordingly not conditioned upon future employment.

Sune Carlsson who turns 62 in year 2003 has decided to retire from SKF on

April 15, 2003. Sune Carlsson was granted in 2002, free of charge, one stock

option which allows him to acquire 23 708 existing SKF B-shares. The stock

option has been granted under the SKF Stock Option Programme described

below. Sune Carlsson holds 502 734 call options.

Group Management

SKF's Group Management (exclusive of the Chief Executive Officer), 12 people,

received in 2002 remuneration and other benefits amounting to a total of 

SEK 42 989 386, of which SEK 28 777 818 was fixed annual salary and SEK 10 292 205

was variable salary for year 2001. The variable salary amounts could amount to 

a maximum percentage of the fixed annual salary and are determined based on

the financial performance of the SKF Group established according to the SKF

management model called TVA (see Financial Objectives and Dividend Policy 

for description). Group Management was granted in 2002, free of charge, stock

options which allow them to acquire a total of  73 966 existing SKF B-shares. 

The stock options have been granted under the SKF Stock Option Programme

described below. Group Management holds stock options allowing them to

acquire 58 000 existing SKF B-shares and 37 712 call options from earlier alloca-

tions under the 1996 Call Option Programme. In the event of termination of em-

ployment at the request of AB SKF of a person in Group Management, that person

will receive a severance payment amounting to a maximum of two years' salary.

The SKF Group's Swedish pension plan for senior managers covers 15 people.

The retirement age is 65 years. The CEO is not covered by the said pension

plan. The plan, which is a defined-benefit plan, entitles the senior managers

covered an additional pension over and above the ordinary ITP-plan. This addi-

tional pension amounts to a yearly compensation from the age of 65 of up to

32.5 % of the pensionable salary above 20 basic amounts, provided the senior

manager has been employed by the SKF Group for at least 30 years. The pen-

sion benefit is thereafter not conditioned upon future employment. A provision

was recorded for these benefits in the amount of MSEK 29,5 as at December 31,

2002. The cost for this plan in year 2002 amounted to MSEK 9,7.

SKF Stock Option Programme

In year 2000, a Stock Option Programme on SKF B-shares already issued

replaced the Call Option Programme instituted in 1996.

The purpose of SKF's Stock Option Programme is to attract and retain the

best available personnel, to provide additional incentive to these key individu-

als and to promote the success of the company's business by aligning em-

ployee financial interests with long-term shareholder value.

The allocation of options is based on financial performance defined as

SKF's management model TVA (see “Financial Objectives and Dividend

Policy” for description). The options under SKF's Stock Option Programme are

not assignable or transferable and are linked to employment with SKF. The op-

tions become exercisable two years from the date of grant provided the option

holder is still employed with SKF.

In 2002, 271 managers have been granted stock options entitling them to

acquire in total 589 950 existing SKF B-shares. The grant, which was free of

charge, was based on the SKF Group TVA performance for year 2001. Each

option gives the holder the right to purchase existing SKF B-shares at the exer-

cise price of SEK 246 per share during a period of six years. Based on Black &

Scholes valuation model, with an assumed volatility during the exercise period

of 35 % and considering the reduced value of the stock options, which is a re-

sult of the stock option's restrictions against assignment or transfer, a theoreti-

cal value has been placed on each stock option at the date of allocation

amounting to SEK 46 for each share the option entitles the holder to acquire.

The volatility of 35 % has been determined based on an analysis of the histori-

cal volatility of the company and the quotation of comparable companies and

the anticipated volatility during the exercise period. The value reduction effect

has been estimated at 30 % and has been determined based upon the as-

sumed employee turnover and the probability that the options are exercised

before the expiry of the exercise period.

In 2003, 330 managers have been granted stock options entitling them to

acquire in total 811 000 existing SKF B-shares. The grant, which was free of

charge, was based on the SKF Group TVA performance for year 2002. Each option

gives the right to purchase existing SKF B-shares at the exercise price of

SEK 233 per share during a period of six years. Using the valuation model

described in the aforementioned paragraph, a theoretical value, at the date of

allocation, has been placed on each stock option granted in year 2003 amount-

ing to SEK 37 for each share the option entitles the holder to acquire.

Based on the SKF Group TVA performance for 2003, 339 managers may be

granted free of charge, stock options entitling them to acquire in total not more

than 813 000 SKF B-shares. Each option would give the right to purchase existing

SKF B-shares at an exercise price per share of 110 % of the average of the

market value of the B share during the three days following the announcement

of the 2003 full-year result at the beginning of 2004. The options that may be

allocated during 2004 would be exercisable during a period of six years starting

two years from the date of grant provided the employment with SKF still exists.  

The decisions relating to the SKF Stock Option Programme were taken by

the Board of Directors of AB SKF and were prepared by the Remuneration

Committee, established by the Board of Directors of AB SKF.
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26.  Average number of employees
2002 2002 2001 2001 2000 2000

Number of Whereof Number of Whereof Number of Whereof
employees men employees men employees men

Parent Company in Sweden 120 59% 112 59% 115 62%
Subsidiaries in Sweden 4 494 82% 4 772 82% 5 104 81%
Subsidiaries abroad 33 995 80% 32 752 81% 34 338 82%

38 609 80% 37 636 81% 39 557 82%
Geographic specification of average number 
of employees in subsidiaries abroad:*

France 3 865 83% 3 902 83% 3 968 84%
Italy 4 748 82% 5 076 83% 4 995 83%
Germany 5 466 89% 5 721 89% 5 935 89%
Western Europe excluding Sweden 3 686 85% 3 116 84% 3 162 85%
Central/Eastern Europe 3 625 58% 2 194 64% 2 368 66%
USA 4 916 71% 5 062 72% 5 874 74%
Other North America 178 75% 185 78% 191 83%
Latin America 1 567 85% 1 667 85% 1 872 85%
Asia 5 247 83% 5 068 84% 5 198 84%
Africa 697 77% 761 75% 775 78%

33 995 80% 32 752 81% 34 338 82%

* A complete list of geograhic specification of Average number of employees by country is available at Patent- och Registreringsverket and at the Parent Company.

The costs for the Stock Option Programme will be recognized in the income

statement of the Group when the stock options are exercised. A provision

amounting to MSEK 4 has been recorded for social charges payable by the em-

ployer when stock options are exercised.

To reduce the cost for the Group that an increase in the market price of the

SKF B-share could result in when the stock options allocated under the Stock

Option Programme become exercisable, share swap arrangements have been

made with financial institutions. However, these hedging arrangements could in-

crease the cost for the Group in case the market price of the SKF B-share declines.

The hedging policy of the Group is to balance risks and to minimize costs for

the Group caused by an increase as well as a decrease in the price of the SKF

B-share. Moreover, the hedges should be cost effective for the Group. With

these objectives in view, the hedging has been limited to less than 100% of the

allocations made under the Stock Option Programme.

At the end of 2002, the hedging covered 57% of the allocations made under

the Stock Option Programme for 2001 and 2002. The hedging costs for 2002

amounted to MSEK 2 (1) and were reflected in the income statement. When the

allocations under the Stock Option Programme for 2003 have been made, in

total 47% of the allocations under the Stock Option Programme for 2001, 2002

and 2003 will be covered by hedging. As a consequence of the hedging, a fluc-

tuation in the share price between SEK 201 and 256 will have no negative im-

pact on the result of the Group.

The policy applied by the Group for the hedging of the stock options allo-

cated under the Stock Option Programme will lead to negative effects on the

result of the Group in case the price of the SKF B-share exceeds or falls below

the price levels mentioned above. It is estimated that a fall in the price of the

SKF B-share by SEK 50 below the lower of the price levels hedged, SEK 201,

would affect the result negatively by MSEK 40. A rise in the price of the SKF 

B-share by SEK 50 above the higher of the price levels hedged, SEK 256, would

have a negative impact on the result amounting to MSEK 60.

Based on the present interest rate level and a dividend of SEK 8 for the SKF 

B-share, it is estimated that the cost for hedging will amount to MSEK 1 in 2003.

Specification of the Group’s Stock Option Programme

Year of No. of Out- Exer- Theoretical
Alloca- options No. of Forfeited standing cise Exercise value  at
tion allocated people options options price period allocation

2001 402 000 183 14 000 388 000 174 2003-2007 42
2002 589 950 271 10 439 579 511 246 2004-2008 46
2003 811 000 330 – 811 000 233 2005-2009 37

SKF Remuneration Committee
The Board of Directors of AB SKF established in year 2000 a Remuneration

Committee. The Chairman of the Board Anders Sharp and the board members

Sören Gyll and Vito H Baumgartner are the members of the Remuneration

Committee. The Remuneration Committee prepares questions related to the

principles for the performance related remunerations and pension benefits of

the senior managers, and all decisions related to such principles are thereafter

decided by the Board of Directors. Questions related to the CEO's employment

conditions, remuneration and other benefits are prepared by the Remuneration

Committee and are decided upon by the Board of Directors. The terms and

conditions for other senior managers are proposed by the CEO and approved by

the Chairman of the Board.

Fees to the Auditors
At the General Meeting of Shareholders in 2001 Arthur Andersen AB was elected

as auditor for AB SKF until the General Meeting of Shareholders in 2005. As of

June 2002 Arthur Andersen AB and Arthur Andersen KB completed an asset

purchase transaction with Deloitte & Touche ATR AB, whereby certain partners

and employees joined the latter firm. As a consequence of this, Deloitte &

Touche undertook to perform the audit on behalf of Arthur Andersen AB accord-

ing to a special arrangement. In addition, firms within Deloitte & Touche's global

organization were elected as auditors in almost all foreign subsidiaries.

Fees to Group statutory auditors regarding audit amounted to MSEK 22 (21 and 17)

for 2002. Fees for other assignments than audit amounted to MSEK 10 (15 and 10).

The parent company's share of the Group's audit fee amounted to TSEK 133 (130

and 127) and fees for other assignments amounted to TSEK 2 681 (1 156 and 3 072).
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The SKF Group files an annual report, Form 20-F, with the U.S Securities
and Exchange Commission (SEC). The accounting principles of the
Group are based on Swedish GAAP, which differs in certain significant
respects from U.S GAAP, as described below.

1. Deferred income taxes
Adjustments for deferred income taxes in the reconciliation to U.S. GAAP
are attributable to the differences described below (see items 27.2 to
27.14). The adjustments also include a deferred tax liability amounting to
147 at December 31, 2002, which has been recorded for U.S. GAAP recon-
ciliation purposes only. According to Swedish GAAP, there is no require-
ment to record this deferred tax liability, which arose in the local books of 
an Italian subsidiary due to the revaluation of fixed assets for tax purposes,
since in reality no taxation will occur unless the subsidiary is liquidated or
the equity portion in question is distributed to the shareholders. However,
according to U.S. GAAP such deferred tax liabilities should be recorded.

2. Revaluation of tangible assets
In certain countries, tangible assets have been revalued at an amount in
excess of cost. U.S. GAAP does not permit the revaluation of tangible
assets to amounts in excess of cost.

3. Capitalization of interest expense
In accordance with Swedish GAAP, the Group has not capitalized interest
expense incurred in connection with the financing of expense for con-
struction of tangible assets.

Under U.S. GAAP interest costs should be capitalized  during the con-
struction period as part of the cost of the qualifying asset. The capitalized
interest should be amortized over the estimated useful life of the asset as
part of the depreciation charge.

4. Capitalization of internally developed software costs
For Swedish GAAP the Group has not capitalized costs associated with devel-
oping or acquiring computer software intended for internal use.

According to U.S. GAAP certain directly related costs incurred during the
application development stage are required to be capitalized and amor-
tized on a straight-line basis over the estimated useful life of the system.

5. Provisions for restructuring and impairment of tangible assets
U.S. GAAP is more restrictive than Swedish GAAP as to when provisions
for restructuring plans can be recorded. As a result, the timing of the
recognition of restructuring costs in net profit is generally different for
U.S. GAAP compared to Swedish GAAP.

New Swedish GAAP impairment rules were implemented in 2002.
Thus the timing of the asset impairment assessments used for Swedish
GAAP was different than under U.S. GAAP, resulting in different impair-
ment amounts. Consequently, the subsequent depreciation charges are
different under U.S. GAAP compared to Swedish GAAP.

6. Gains on sale of real estate
Gains on the sale of real estate that are leased back in the form of operatio-
nal leases are realised at the date of the transaction for Swedish GAAP
but should be deferred and amortized over the life of the lease according to
U.S. GAAP. Gains on sales of real estate in Spain, Sweden, the Netherlands
and Belgium have been deferred in accordance with these principles. 

7. Non-recurring bonus distribution
As a result of historic overfunding, the Swedish insurance company Alecta pen-
sionsförsäkring decided on a non-recurring bonus distribution to its clients.

In 2002, the Group received in cash 7 (15 and 227) and has now received in
total 249 out of the decided distribution of 250. According to U.S. GAAP,
only the cash received should be recognized in earnings while Swedish
GAAP allows the full amount to be recognised prior to the receipt of cash.

8. Social costs prior to the receipt of cash 
associated with stock-based compensation
The Group has an employee stock option programme. In accordance with
Swedish GAAP, the Group records provisions for related social costs.
However, under U.S. GAAP, employer taxes on employee stock-based
compensation should not be recognized until the date of the event trigger-
ing the measurement and payment of the tax to the taxing authority, which
is generally the date the option is exercised by the employee.

The Group follows APB Opinion No. 25, “Accounting for Stock Issued to
Employees”, in accounting for its employee stock options for U.S. GAAP pur-
poses. Under APB 25, because the exercise price of the Group's employee
stock options is greater than the market price of the underlying stock on the
date of grant, no compensation expense is recognized for U.S. GAAP purposes.

9. Provisions for pensions and postretirement benefits
Periodic pension cost and liability and postretirement benefits are calcu-
lated by the Group according to local laws and accounting principles.

Provisions for pensions
Under U.S. GAAP, the annual pension cost comprises the estimated future
compensation levels, retirement age and other factors, depending on the plan
adjusted for any surplus or deficit arising at the time SFAS 87 was adopted.

The Group sponsors defined benefit pension plans, defined according
to SFAS 87, in several countries, principally Sweden, Germany, France and
the United States. The Swedish plan supplements statutory pensions where
benefits are established by national organizations. The subsidiaries in France
sponsor a retirement indemnity plan in accordance with French National
Employer/Employee agreements. Plans in Germany and the United States
are designed to supplement these countries’ social security pensions.

The U.S. and some German and French plans are funded. Benefits are
based on a combination of age, salary and service and are available to all
employees meeting age, service and other requirements.

A reconciliation of beginning and ending  balances of the benefit obligation,
the fair value of plan assets, assumptions used in the accounting for the plans,
the funded   status of the plan and certain other disclosures are as follows:

2002 2001 2000

Changes in 
Projected benefit obligation (PBO)
PBO at beginning of year 10 663 9 855 9 289
Service cost 152 165 153
Interest cost 597 663 608
Transfers to external pension 
insurance companies - 360 - 191 - 65

Plan amendments – 64 19
Adjustments* - 4 - 46 - 101
Actuarial loss/gain(-) 221 37 - 63
Benefits paid - 604 - 651 - 597
Other - 5 - 11 - 2
Currency translation adjustment - 942 778 614

PBO at end of year 9 718 10 663 9 855

* Adjustments made for new/sold companies and businesses.

27.  Summary of major differences between Swedish GAAP and U.S. GAAP
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2002 2001 2000

Changes in plan assets
Fair value of plan assets
at beginning of year 5 762 5 644 5 055

Actual return on plan assets - 368 - 236 318
Employer contribution 301 29 24
Benefits paid - 275 - 326 - 286
Other - 6 – - 55
Currency translation adjustment - 967 651 588

Fair value of plan assets at end of year 4 447 5 762 5 644

Funded status - 5 271 - 4 901 - 4 210
Unrecognized transition liability
upon adoption of SFAS 87 17 36 44

Unrecognized prior service cost 96 149 126
Unrecognized actuarial loss/gain(-) 1 413 442 - 278
Additional minimum liability - 508 - 532 - 551

Net pension liability - 4 253 - 4 806 - 4 869

Weighted – average
assumptions as of December 31
Discount rate 6.4 6.4 6.4
Expected return on plan assets 8.9 9.9 9.9
Rate of compensation increase 3.6 3.6 3.6

Components of net periodic pension cost
Service cost 152 165 153
Interest cost 597 663 608
Expected return on plan assets - 447 - 564 - 459
Amortization of unrecognized
- transition amount 17 14 12
- prior service cost 23 25 22
- actuarial losses 9 11 11

Other 41 - 2 9

Net periodic pension cost 392 312 356

Plan assets are invested primarily in equity securities and bonds.

Provisions for postretirement benefits
SKF sponsors several postretirement benefit plans, defined according to
SFAS 106, and covering most salaried and hourly employees in the
United States. The plans provide certain health care and life insurance
benefits for eligible retired employees. There is no difference between
Swedish and U.S. GAAP for postretirement benefits.

2002 2001 2000

Changes in benefit obligation
Benefit obligation
at beginning of year 1 883 1 810 1 501

Service cost 19 22 19
Interest cost 104 124 115
Participant contribution 6 7 4
Actuarial loss/gain(-) 62 - 158 91
Benefits paid - 124 - 140 - 108
Other - 30 8 12
Currency translation adjustment - 320 210 176

Benefit obligation at end of year 1 600 1 883 1 810

2002 2001 2000

Changes in plan assets
Fair value of plan assets at 
beginning of year – – –

Employer contribution 117 132 104
Participant contribution 7 7 3
Benefits paid - 124 - 139 - 107

Fair value of plan assets
at end of year – – –

Funded status - 1 600 - 1 883 - 1 810
Unrecognized prior service cost 1 3 1
Unrecognized actuarial loss 207 200 324

Net amount recognized - 1 392 - 1 680 - 1 485

Weighted-average assumptions 
as of December 31

Discount rate 7.0 7.0 7.0
Health care cost trend rate for retirees
- under the age of 65 11.0 9.5 7.0
- 65 and older 11.0 9.5 6.75

The assumed medical care cost trend rates for 2002 for participants
whose benefits are not capped was 11.0%, declining by 0.5% per year
to an ultimate rate of 5.0%.

An increase in the assumed health care cost trend rates by one per-
centage point would affect the accumulated postretirement benefit obli-
gation as of December 31 by 102 (120 and 114) and the aggregate of the
service and interest cost components of the net periodic postretirement
benefit by 9 (11 and 10).

A corresponding one percentage point decrease would affect the accumu-
lated postretirement benefit obligation as of December 31 by -86 (-103
and -100) and the aggregate of the service and interest cost components
of the net periodic postretirement benefit cost by -8 (-9 and -9).

Components of net periodic
postretirement benefit cost 2002 2001 2000

Service cost 19 22 19
Interest cost 104 124 115
Amortization of unrecognized
- prior service cost – - 2 - 11
- actuarial losses 2 2 9

Other – 8 4

Net periodic postretirement 
benefit cost 125 154 136

10. Statements of cash flow
Under Swedish GAAP, the cash effect of changes in provisions for pen-
sions and other postretirement benefits is treated as a financing cash flow.
Under U.S. GAAP, the cash flow arising from these provisions should be
classified as cash flow from operations. Therefore, for 2002, an amount
of -539 (-146 and 17) should be reclassified from cash flow from financing
activities to  cash flow from operations. Additionally, under U.S. GAAP
amounts in the cash flow statements regarding financing and investing
activities are presented gross, while the Group presents them net. Under
U.S. GAAP, supplemental cash flow information regarding taxes is presented
while the Group presents taxes as a part of cash flow from operations.
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The cash flows under U.S. GAAP would be as follows:

2002 2001 2000

Cash flow from operations 3 801 5 597 3 953
Cash flow from investing activities - 1 696 - 1 472 - 1 056
Cash flow from financing activities - 1 652 - 2 365 - 1 503

11. Derivative Instruments and Hedging Activities
Derivative Instruments
The Group has a policy for the management of financial risks, including
currency, interest rate and credit risks. This policy is discussed in the
Group’s Annual Report in the section “Financial Risk Management”. The
policy sets forth the financial risk mandates and the financial instruments
authorized for use in the management of financial risks. Derivative financial
instruments are used primarily to hedge the Group’s exposure to fluctua-
tions in foreign currency exchange rates and interest rates. The Group
also uses derivative financial instruments for trading purposes, limited
according to Group policy. The Group also has a policy for the manage-
ment of financial risks involved in the stock options allocated in years
2001-2003. The Group’s hedging strategy for its stock option pro-
gramme is described in Note 25.

Forward exchange contracts, cross currency swaps and currency
options were the derivative financial instruments used by the Group to
hedge foreign currency exchange rate exposure, including the hedging of
firm commitments, anticipated transactions and internal bank activities.
Interest rate swaps were used to manage the interest rate exposure on
foreign currency borrowings, by swapping fixed interest rates to floating
interest rates. Share swaps were used in the Group’s hedging strategy
for its stock option programme described in Note 25.

The table below summarizes gross notional amounts of the Group’s
derivative financial instruments by contract type as of  December 31.

Financial derivative instruments

Type of instruments 2002 2001 2000

Forward exchange contracts 12 588 15 606 15 785
Currency options 1 499 4 370 914
Interest rate swaps 2 911 2 158 3 133
Share swaps 246 160 –

17 244 22 294 19 832

The table below summarizes the gross notional amounts of the Group’s
derivative financial instruments by purpose as of December 31.

Purpose 2002 2001 2000

Hedging of
- firm commitments 5 029 4 414 4 584
- anticipated transactions 2 078 7 070 3 233
- other internal banking activities 5 838 8 556 8 165

Trading 1 587 493 717
Interest rate management 2 712 1 761 3 133

17 244 22 294 19 832

Hedge Accounting
The Group applies hedge accounting in accordance with Swedish GAAP.
The accounting policies for financial derivative instruments according to
Swedish GAAP are described in Note 1.

Beginning in 2001, the new U.S. GAAP rules for hedge accounting be-
came applicable for the Group and hedge accounting under U.S. GAAP
can only be used if the requirements of SFAS 133 “Accounting for Derivative
Instruments and Hedging Activities” are satisfied. The Group has decided
not to apply such hedge accounting and therefore all outstanding finan-
cial derivative instruments are recognized at fair value in the U.S. GAAP
Balance Sheets and all changes in fair value are recognized in earnings.

At December 31, 2002, the total amounts recognized in the Group’s
results according to Swedish GAAP for all outstanding financial deriva-
tive instruments were 61 (-97 and 57). The corresponding fair value ac-
cording to U.S. GAAP for all financial derivative instruments was 90 
(-34 for 2001 and 98 as of January 1, 2001). The adjustment for U.S. GAAP
was 29 (63 for 2001).

Market quotes were obtained for all financial derivative instruments.
All forward contracts, cross currency swaps and currency options used
to hedge the Group’s exposure to fluctuations in foreign currency as well
as trading contracts will mature in 2003. For interest rate swaps the ma-
turity dates vary from 2003 to 2009. The share swaps used to hedge the
Group’s share option programme will expire in 2007 and 2008.

Contracts with embedded derivatives
According to definitions set out in SFAS 133, certain business contracts
may include embedded derivatives which should be separately ac-
counted for. Such embedded derivatives should be valued at fair value
and recognized as either assets or liabilities in the balance sheet to cor-
rectly reflect the Group’s financial postition.

At December 31, 2002, the fair value of such embedded derivatives
amounted to -18 (-56 for 2001 and -35 as of January 1, 2001). These
amounts are only recognized in the U.S. GAAP reconciliation.

The table below summarizes the notional amounts of the Group’s out-
standing contracts with embedded derivatives:

Type of contracts 2002-12-31 2001-12-31 2001-01-01

Exchange risk insurance
contracts 296 475 506

Sales/purchases in 
third-party-currency 9 10 1

305 485 507
Credit risks
The Group’s concentration of operational credit risk is limited primarily
because of its many geographically and industrially diverse customers.

The Group is exposed to credit losses in the event of non- performance
by the counterparties to its financial instruments but does not expect any
counterparties to fail to meet their obligations. The Group deals only with
well-established international financial institutions. The Group does not
obtain collateral or other security to support financial derivative instruments
subject to credit risk.
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12. Hedging of anticipated transactions 
before implementation of SFAS 133
Prior to the introduction of SFAS 133, forward exchange contracts were
recognized as a hedge only when there was a firm commitment. Contracts
hedging anticipated transactions, not covered by firm commitments,
were accounted for as the difference between the agreed forward rate
and the market forward rate on the closing day, according to U.S. GAAP.

According to Swedish GAAP, contracts hedging anticipated transac-
tions, not covered by firm commitments, are also reported as hedges. In
these cases a valuation of the contract is not made.

At December 31, 2000, a net unrealized gain of 28  was deferred with
respect to hedges of anticipated transactions. The accounting for this
amount represented a difference between U.S. GAAP and Swedish
GAAP prior to the introduction of SFAS 133 in 2001.

13. Negative goodwill
For Swedish GAAP, any excess of the identifiable assets and liabilities
acquired over the cost of an acquisition, is recorded as negative goodwill.
The negative goodwill is generally amortized over the remaining weighted
average useful life of the identifiable acquired depreciable/amortizable
assets. Any negative goodwill that relates to expected future losses and
expenses which do not represent identifiable liabilities at the date of
acquisition, is recorded as a provision. The provision is recognized as
income in the income statement when the future losses and expenses
are recognized.

For U.S. GAAP, any excess of the fair value of the identifiable assets
and liabilities acquired over the cost of the acquisition is first used to re-
duce the fair values assigned to non-current assets on a pro rata basis. 
If any excess still exists, beginning in 2002, it is recognized immediately
in the income statement as an extraordinary gain.

Accordingly, any negative goodwill designated at acquisition for future
losses and expenses under Swedish GAAP is offset against non-current
assets for U.S. GAAP purposes, with any excess recognized immediately
as an extraordinary gain. Subsequent to the acquisition, the amount of
negative goodwill released to the income statement related to future
losses and expenses for Swedish GAAP purposes is adjusted to reflect
the income statement effects of having reduced the carrying amounts of
the non-current assets for U.S. GAAP purposes.

14. Goodwill and other intangible assets
For Swedish GAAP, the Group amortizes goodwill and other intangible
assets based on their estimated economic lives and assesses the balances
for impairment whenever there is an indicator that the asset may be
impaired. 

Effective January 1, 2002, the Group adopted SFAS 142 “Goodwill and
Other Intangible Assets” for U.S. GAAP purposes. SFAS 142 requires
goodwill and intangible assets with indefinite useful lives to no longer be
amortized, but instead be tested for impairment upon adoption of the state-
ment, as well as on an annual basis, and more frequently if circumstances
indicate a possible impairment.  If the carrying value of goodwill or an in-
tangible asset exceeds its fair value, an impairment loss is recognized.

Prior to the adoption of SFAS 142 for U.S. GAAP purposes, there were
no significant differences compared to Swedish GAAP in the amortiza-
tion of goodwill and other intangible assets.  With the adoption of SFAS
142 for U.S. GAAP purposes, goodwill amortization expense recorded
for Swedish GAAP purposes in the amount of 86 for the year ended

December 31, 2002 is not recorded for U.S. GAAP purposes. In addition,
trademarks and trade names acquired by the Group during 2002 are
deemed to have indefinite economic lives for U.S. GAAP purposes. As 
a result, such trademarks and trade names are not amortized for U.S.
GAAP purposes.  As such intangible assets are amortized for Swedish
GAAP purposes, amortization expense recorded for Swedish GAAP pur-
poses in the amount of 1 for the year ended December 31, 2002 is not
recognized for U.S. GAAP purposes.

Under SFAS 142, the U.S. GAAP goodwill impairment test is performed
at the reporting unit level and is comprised of two steps. The initial step is
designed to identify potential goodwill impairment by comparing an estimate
of the fair value of the applicable reporting unit to its carrying value, includ-
ing goodwill. The Group's measurement of fair value is based on an evalu-
ation of future discounted cash flows consistent with those utilized in the
Group's annual planning process for impairment tests. If the carrying value
exceeds fair value, a second step is performed, which compares the im-
plied fair value of the applicable reporting unit's goodwill with the carrying
amount of that goodwill, to measure the amount of goodwill impairment, if
any. Subsequent reversal of a recognized impairment loss is prohibited.  

Upon adoption of SFAS 142, the Group performed transitional impair-
ment tests of goodwill under U.S. GAAP. As a result of these impairment
tests, the Company recorded goodwill impairments totaling 104 for U.S.
GAAP purposes for the year ended December 31, 2002.  This charge
reflects the cumulative effect of adopting the accounting change in the
income statement but has no impact on cash flows. The impairments
have been attributed to the underperformance of several reporting units.
Goodwill impairments have been recorded under Swedish GAAP in the
amount of 92 for the year ended December 31, 2002.  Accordingly, in-
cremental goodwill impairments are recorded for U.S. GAAP purposes 
in the amount of 12 for the year ended December 31, 2002.

Subsequent annual impairment tests are performed, at a minimum, on
goodwill and other intangible assets not subject to amortization in conjunc-
tion with the Group's annual planning process. Subsequent impairments, if
any, are classified as an operating expense. No impairments were recorded
under U.S. GAAP as a result of the 2002 annual impairment tests.

Changes in the carrying amount of goodwill for U.S. GAAP purposes
were as follows during each of the years ended December 31:

2002 2001 2000

Balance at January 1 for 
U.S. GAAP reporting purposes 844 717 578

Transition impairment charge 
from adoption of SFAS 142 - 104 – –

Goodwill arising from 
acquisitions of businesses 84 133 138

Amortization – -79 - 61
Foreign currency translation 
and other adjustments - 107 73 62

Balance at December 31 for 
U.S. GAAP reporting purposes 717 844 717

For U.S. GAAP purposes, the Group’s intangible assets that are subject
to amortization had a total gross value of 131 and accumulated amortiza-
tion of 23 at December 31, 2002.
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In connection with certain business acquisitions in 2002, the Group
acquired 85 of intangible assets other than goodwill. Of those newly
acquired intangible assets, 27 assigned to customer relationships and is
being amortized over an estimated useful life of 15, 37 was assigned to
acquired software technology and is being amortized over an estimated
useful life of 10 years and 11 was assigned to other intangible assets.
The remaining 10 of acquired intangible assets has been assigned to
trademarks/tradenames, and is not subject to amortization for U.S.
GAAP purposes. This is the Group's only intangible assets apart from
goodwill that is not subject to amortization for US GAAP.

Amortization expense for intangible assets other than goodwill was 
9 (28 and 15).

For those intangible assets subject to amortization for U.S. GAAP pur-
poses, the estimated amortization expense for U.S. GAAP purposes for
each of the years ended December 31 is as follows: 9 in 2003, 9 in 2004,
8 in 2005, 8 in 2006, and 8 in 2007.

15. Comprehensive income according to SFAS 130
Swedish GAAP does not require the presentation of comprehensive
income in addition to net profit for the year. The comprehensive income
required to be presented under U.S. GAAP was as follows:

2002 2001 2000

Net profit in accordance with
U.S. GAAP 2 428 1 947 1 874

Other comprehensive income (OCI), 
net of tax:

Translation adjustments - 1 703 1 061 720
Minimum pension liability adjustment - 11 19 - 88
Accumulated OCI effect from 
implementation of SFAS 133 – 30 –

Part of accumulated OCI transition
amount recognized in earnings after
implementation of SFAS 133 - 20 1 –

Other comprehensive income - 1 734 1 111 632

Comprehensive income in 
accordance with U.S. GAAP 694 3 058 2 506

16. Diluted earnings per share
As stated in Note 25, for Swedish GAAP the Group has partially hedged
the Stock Option Programme with share swap agreements with financial
institutions. Under Swedish GAAP, the outstanding options considered
hedged are not required to be considered for computing diluted earnings
per share. The outstanding options that are not considered hedged
presently do not have a dilutive effect. U.S. GAAP requires all dilutive po-
tential shares to be considered in determining diluted earnings per share.
As a result, dilutive earnings per share for U.S. GAAP is different from
Swedish GAAP. 

17. Business Combinations
Effective for accounting for business combinations under U.S. GAAP
consummated after June 30, 2001, the Group adopted SFAS 141,
“Business Combinations,” which requires all business combinations
initiated after June 30, 2001, to be accounted for under the purchase

method. SFAS 141 also sets forth guidelines for applying the purchase
method of accounting in the determination of intangible assets, including
goodwill acquired in a business combination, and expands financial dis-
closures concerning business combinations consummated after June
30, 2001. As the impacts of SFAS 141 are largely prospective in nature,
the adoption did not have a material impact on the results of the Group’s
consolidated financial position or results of operations reported under
U.S. GAAP.

18. Other new accounting principles adopted in 2002 for U.S. GAAP
In August 2001, the FASB issued SFAS 144, “Accounting for the
Impairment or Disposal of Long-Lived Assets”. This statement super-
sedes SFAS No. 121, “Accounting for the Impairment  of Long-Lived
Assets and for Long-Lived  Assets to Be Disposed Of”. The statement
retains the previously existing accounting requirements related to the
recognition and measurement of the impairment of long-lived assets to
be held and used while expanding the measurement requirements of
long-lived  assets to be disposed of by sale to include discontinued
operations. It also expands the previously existing reporting require-
ments for discontinued operations to include a component of an entity
that either has been disposed of or is classified as held for sale. The
Group implemented SFAS144 on January 1, 2002. This statement did
not have a material impact on the Group’s consolidated financial position
or results of operations.

19. New accounting principles to be adopted  in 2003 for U.S. GAAP
In June 2001, the FASB issued SFAS 143, “Accounting for Asset Retire-
ment Obligations.”  Under SFAS 143, the Group is required to recognize
the fair value of a liability for legal and constructive obligations associ-
ated with the retirement of tangible, long-lived assets in the period in-
curred, if a reasonable estimate of fair value can be made. The Group is
required to implement SFAS 143 on January 1, 2003.  Management is
currently evaluating the provisions of SFAS 143, but believes there will 
be no material effect on the Group's consolidated financial position or
results of operations.

In April 2002, the FASB issued SFAS 145, “Rescission of FASB
Statements 4, 44, and 64, Amendment of FASB Statement 13, and
Technical Corrections”. This statement eliminates the required
classification of gain or loss on extinguishment of debt as an extraordi-
nary item of income and states that such gain or loss be evaluated for
extraordinary classification under the criteria of Accounting Principles
Board No. 30, “Reporting Results of Operations”. This statement also
requires sale-leaseback accounting for certain lease modifications that
have economic effects that are smilar to sale-leaseback transactions,
and makes various other technical corrections to existing pronounce-
ments. The Group is required to implement SFAS 145 on January 1,
2003. Management does not expect this statement to have a material
impact on consolidated financial position or results of operations.

In June 2002, the FASB issued SFAS 146, “Accounting for Costs
Associated with Exit or Disposal Activities.”  Under SFAS 146, the
Group will measure costs associated with an exit or disposal activity at
fair value and recognize costs in the period in which the liability is in-
curred rather than at the date of a commitment to an exit or disposal
plan. The Group is required to apply SFAS 146 on a prospective basis
to all exit and disposal activities initiated after December 31, 2002.
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In November 2002, the FASB issued FASB Interpretation (“FIN”) 
No. 45, “Guarantor’s Accounting and Disclosure Requirements for
Guarantees, Including Indirect Guarantees of Indebtedness of Other”.
FIN 45 applies to certain guarantees that the Group gives to third par-
ties and requires that the Group recognize, at the inception of giving
the guarantee, a liability for the fair value of the obligation undertaken
in issuing the guarantee even if it is not probable that payments will be
required under the guarantee.  The Group is required to apply FIN 45 on
a prospective basis to applicable guarantees issued or modified after
December 31, 2002.

20. Summary
The application of U.S. GAAP would have the following effect on consoli-
dated net profit, shareholders’ equity and earnings per share:

Net profit:
2002 2001 2000

In accordance with Swedish GAAP 
as reported in the consolidated 
income statements 2 466 2 167 1 962

Items increasing/decreasing net profit:
27.1 Deferred income taxes 88 - 154 7
27.2 Depreciation on revaluation of assets 

including effect in connection with sale 11 31 14
27.3 Capitalization of interest expense - 15 - 5 6
27.4 Capitalization of internally 

developed software costs - 9 15 52
27.5 Provisions for restructuring

and asset impairments - 268 - 86 - 64
27.6 Gains on sale of real estate 32 2 - 80
27.7 Non-recurring bonus distribution 7 15 -23
27.8 Social costs associated with 

stock-based compensation 4 – –
27.9 Pensions 65 - 32 - 28
27.11 Derivative instruments and 

hedging activities 24 - 7 –
27.12 Hedging of anticipated transactions – – 28
27.13 Negative goodwill - 51 – –
27.14 Amortization and impairment of 

goodwill and other intangible assets 74 1 –

Net change in net profit: - 38 - 220 - 88

Net profit in accordance with U.S. GAAP 2 428 1 947 1 874

The components of net profit in accor-
dance with U.S. GAAP are as follows: 

Net profit in accordance with U.S. GAAP
before cumulative effects of changes
in accounting principles 2 532 1 955 1 874

Cumulative effects of changes
in accounting principles:

Accounting for derivative instruments
and hedging activities, net of taxes – - 8 –

Accounting for goodwill, net of taxes - 104 –        –

Net profit in accordance with U.S. GAAP 2 428 1 947 1 874

Shareholders’ equity:
2002 2001 2000

In accordance with Swedish GAAP as 
reported in the consolidated balance sheets 16 365 16 224 13 594

Items increasing/decreasing net
shareholders’ equity:

27.1 Deferred income taxes - 8 - 106 45
27.2 Reversal of revaluation of assets - 236 - 195 - 214
27.3 Capitalization of interest expense 221 236 241
27.4 Capitalization of internally  

developed software costs 148 157 142
27.5 Provisions for restructuring

and asset impairments - 71 197 283
27.6 Gains on sale of real estate - 194 - 226 - 228
27.7 Non-recurring bonus distribution - 1 - 8 - 23
27.8 Social costs associated with 

stock-based compensation 4 – –
27.9 Pensions - 225 - 265 - 233
27.11 Derivative instruments and hedging

activities 11 7 –
27.12 Hedging of anticipated transactions – – 18
27.13 Negative goodwill - 51 – –
27.14 Amortization and impairment of 

goodwill and other intangible assets 75 1 –

Net change in shareholders’ equity - 327 - 202 31

Shareholders’ equity in accordance
with U.S. GAAP 16 038 16 022 13 625

Earnings per share, in SEK:
2002 2001 2000

Basic earnings per share in 
accordance with U.S. GAAP
before cumulative effects of 
changes in accounting principles 22.24 17.17 16.46

Cumulative effects of changes in 
accounting principles - 0.91 - 0.07 –

Basic earnings per share in 
accordance with U.S. GAAP 21.33 17.10 16.46

Weighted average number of 
shares outstanding 113 837 767 113 837 767 113 837 767

Diluted earnings per share in 
accordance with U.S. GAAP
before cumulative effects of 
changes in accounting 
principles 22.22 17.17 16.46

Cumulative effects of changes 
in accounting principles - 0.91 - 0.07 –

Diluted earnings per share in 
accordance with U.S. GAAP 21.31 17.10 16.46

Adjusted weighted-
average number of shares 
outstanding 113 940 304 113 837 767 113 837 767
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28.  Investments
2002 2001 2000

Investments in Associated Companies 199 185 125
Other investments 220 219 203

419 404 328

Investments in Associated Companies Nominal Book value
Holding Number value in in SEK

Name and location in percent of shares Currency thousands thousands

Held by Parent Company:
Endorsia.com International AB, Göteborg, Sweden 20.0 34 000 SEK 3 400 8 880
Momentum Industrial Maintenance Supply AB, Göteborg, Sweden 40.5 4 050 SEK 405 54 836
NN Euroball ApS, Denmark 23.0 – EUR 29 210 515
Adjustment to Group book value - 109 878

Total 164 353

Held by subsidiaries:
Sealpool A/S, Denmark 50.00 100 DKK 100 1 505
RC DEI a/s, Norway 50.00 25 000 NOK 25 2 090
DEI Services Sdn. Bhd., Malaysia 30.00 30 000 MYR 30 –
DEI Services Ltd., U.K. 50.00 2 GBP 1 –
CoLinx LLC, USA 25.00 1 USD 2 139 18 838
International Component Supply, Ltda, Brazil 50.00 9 629 BRL 10 273 25 573
Adjustment to Group book value - 13 969

Investments in Associated Companies 198 389
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Other investments
Nominal Book value

Holding Number value in in SEK

Name and location in percent of shares Currency thousands thousands

Held by Parent Company
Bostadsrättsföreningen Kristinelundsgatan nr 5, Göteborg, Sweden 1 SEK – 2 884
Bostadsaktiebolaget Rupicus, Göteborg, Sweden 5.1 120 SEK 60 3 265
Prästgårdsmarkens villaägare, ek. fören., Göteborg, Sweden 30 SEK 30 30
FlexLink AB, Göteborg, Sweden 9.4 2 304 409 SEK 2 304 26 700
AEC Japan Co. Ltd., Japan 50.0 400 JPY 20 000 820
ADELA Investment Company, Luxemburg 2 080 USD 208 0
b-business partners B.V., The Netherlands 1.0 35 000 EUR 35 31 298
S2M, France 11.9 153 093 EUR 459 8 681
The Swedish-American Chamber of Commerce, USA 50 USD 50 318
Wafangdian Bearing Company Limited, Peoples Republic of China 19.7 65 000 000 CNY 65 000 120 009
Société Immobilière de l’Ecole Scandinave, Belgium 20 EUR 10 0
Other shares and securities 5

Total held by Parent Company 194 010

Nominal Book value
Holding Number value in in SEK

Name and location in percent of shares Currency thousands thousands

Held by subsidiaries
Jernkontoret, Stockholm, Sweden 0.8 8 SEK 187 187
Gävle Sjöfarts AB, Gävle, Sweden 2.5 270 SEK 54 54
AB Järnbruksförnödenheter, Stockholm, Sweden 20.0 300 SEK 69 69
Företagshälsovården i Hofors, Hofors, Sweden 50.0 500 SEK 50 50
Tågåkeriet i Bergslagen AB, Kristinehamn, Sweden 10.0 2 SEK 60 60
IUC Sandviken AB, Sandviken, Sweden 12.5 500 SEK 50 50
Industrikompetens i Östergötland AB, Linköping, Sweden 2.0 180 SEK 18 160
Suomen Voimansiirto Oy, Finland 1.0 1 EUR 12 110
Voimansiirto Oy, Finland 10.0 60 EUR 10 82
Société Immobilière de l’Ecole Scandinave, Belgium 12.0 150 EUR 74 679
Gemeinnützige Wohnungsbaugesellschaft Schweinfurt GmbH, Germany 25.0 1 EUR 128 1 175
Gesellschaft z. Entsorgung v. Sondermüll in Bayern mbH, Germany 0.4 1 EUR 41 376
GKS Gemeinschaftskraftwerk Schweinfurt GmbH, Germany 16.5 1 EUR 1 687 15 489
IPO, France 0.1 1 098 EUR 30 340
SKF Reamur, s.a.s, France 0.1 2 497 EUR 38 349
United Trust of India, India 0.01 2 150 000 INR 21 500 3 947
Skefko Bearings Newcastle, Australia 30.0 12 000 AUD 12 60
Other 2 677

Total held by subsidiaries 25 914

Total investments 
Held by Parent Company 194 010
Held by subsidiaries 25 914

Total investments SKF Group 219 924
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Holding in Owned by 
Name and location percent subsidiary in:

Investments in major SKF subsidiaries held by other subsidiaries*

SKF GmbH, Schweinfurt, Germany 99.9 The Netherlands
SKF Industrie S.p.A, Turin, Italy 100 The Netherlands
SKF France S.A., Clamart, France 100 France
SKF (U.K.) Ltd., Luton, U.K. 100 U.K.
SKF Española, S.A., Madrid, Spain 100 Italy
SKF Bearings India Ltd., Bombay, India 0.47 Sweden
SKF Bearings India Ltd., Bombay, India 7.52 U.K.
SKF do Brasil Ltda., Guarulhos-São Paulo, Brazil 0.1 Sweden
RFT S.p.A., Turin, Italy 100 Italy
SKF Argentina S.A., Buenos Aires, Argentina 0.1 The Netherlands
CR Elastomere GmbH, Leverkusen-Opladen,Germany 100 Germany
SKF Canada Ltd., Scarborough, Canada 37.5 The Netherlands
SKF Gleitlager GmbH, Püttlingen (Saar) Germany 100 Germany
SKF B.V., Veenendaal, The Netherlands 100 The Netherlands
SKF Bearing Industries (Malaysia) Sdn.Bhd., Nilai, Malaysia 26.8 Germany
SKF Bearing Industries (Malaysia) Sdn.Bhd., Nilai, Malaysia 73.2 The Netherlands
SARMA, Saint Vallier s/Rhone Cedex, France 100 France
SKF China Ltd., Hong Kong, China 100 Hong Kong
Ovako Stahl GmbH, Germany 100 Sweden
SKF Linearsysteme GmbH, Schweinfurt, Germany 100 Germany
Officine Meccaniche di Villar Perosa S.r.l., Villar Perosa, Italy 100 Italy
Magnetic Electromotoren AG, Liestal, Switzerland 100 The Netherlands
SKF (Thailand) Ltd., Bangkok, Thailand 46 Hong Kong
SKF (Thailand) Ltd., Bangkok, Thailand 28 Singapore

* A complete list of all SKF subsidiaries is available at Patent- och Registreringsverket in Sweden and at the Parent Company.
For investments in subsidiaries held by the Parent Company, see Note 5 in footnotes to the Parent Company.
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Millions of Swedish kronor 2002 2001 2000

Administrative expenses Note 4 - 114 - 136 - 134
Other operating income 13 16 132
Other operating expenses - 5 - 7 - 12

Operating loss - 106 - 127 - 14

Financial income and expense – net Note 1 510 545 251

Profit before provisions to untaxed reserves and taxes 404 418 237

Provisions Note 2 - 101 1 657
Taxes Note 3 94 95 - 235

Net profit 397 514 659
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Millions of Swedish kronor 2002 2001 2000

ASSETS
Capital assets
Long-term deferred tax assets Note 3 – 52 104
Tangible assets Note 4 11 11 13
Investments in consolidated subsidiaries Note 5 9 015 8 976 8 889
Long-term receivables from consolidated subsidiaries 1 670 2 616 3 625
Investments in Associated Companies Note 5 274 261 261
Other investments Note 5 194 193 171
Long-term financial assets 66 33 –

11 230 12 142 13 063
Short-term assets
Short-term receivables from consolidated subsidiaries 1 562 1 246 1 055
Short-term tax assets Note 3 107 13 13
Other short-term assets Note 6 176 152 80
Short-term financial assets Note 7 – 3 1

1 845 1 414 1 149

Total assets 13 075 13 556 14 212

SHAREHOLDERS’ EQUITY, PROVISIONS AND LIABILITIES

Shareholders’ equity Note 8
Restricted equity
Share capital (113 837 767 shares, nominal value

SEK 12.50 per share) 1 423 1 423 1 423
Legal reserve 633 633 633

Unrestricted equity
Retained earnings 4 576 4 046 3 416
Net profit 397 514 659

7 029 6 616 6 131

Untaxed reserves Note 2 102 1 2

Provisions
Provisions for pensions and similar commitments Note 9 158 229 239
Provisions for deferred taxes Note 3 88 – –
Other provisions 7 7 7

253 236 246
Long-term liabilities
Long-term loans Note 10 1 612 2 549 3 606
Long-term liabilities to consolidated subsidiaries 1 817 1 824 2 024
Other long-term liabilities 1 – –

3 430 4 373 5 630
Short-term liabilities
Short-term loans Note 11 355 163 14
Accounts payable - trade 8 18 10
Short-term liabilities to consolidated subsidiaries 1 740 1 937 1 971
Other short-term liabilities Note 12 158 212 208

2 261 2 330 2 203

Total shareholders’ equity, provisions and liabilities 13 075 13 556 14 212

Assets pledged Note 13 – 42 42
Contingent liabilities Note 14 36 122 175
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Millions of Swedish kronor 2002 2001 2000

Profit before provisions to untaxed reserves and taxes 404 418 237
Depreciation on tangible assets 1 2 3
Write-downs of equity securities 214 270 32
Other depreciation 26 – –
Net gain(-) on sales of tangible assets and equity securities - 16 - 81 - 96
Exchange rate effects on short-term financial assets – 1 –
Taxes - 93 – –
Changes in working capital:
Accounts payable - 10 8 - 1
Other operating assets, liabilities and provisions – net 290 85 524

Cash flow from operations 816 703 699

Investments in tangible assets and equity securities - 202 - 114 - 644
Sales of tangible assets and equity securities 18 154 117

Cash flow after investments before financing 632 743 172

Change in short- and long-term loans - 374 - 1 180 - 756
Change in pensions and similar commitments - 71 - 10 - 5
Change in other long-term assets and liabilities – net 493 1 048 1 044
Cash dividends to shareholders - 683 - 598 - 455

Cash effect on short-term financial assets - 3 3 0

Change in short-term financial assets
Opening balance, January 1 3 1 1
Cash effect - 3 3 –
Exchange rate effect – - 1 –

Closing balance, December 31 0 3 1

Change in net interest-bearing liabilities in 2002
Opening balance Exchange Change Closing balance

January 1, rate in December 31,
2002 effect items 2002

Loans, long- and short-term 2 712 - 371 - 374 1 967
Loans from subsidiaries, long- and short-term 3 293 – - 30 3 263
Provisions for pensions and similar commitments 229 – - 71 158
Receivables from subsidiaries, long- and short-term - 2 600 378 575 - 1 647
Financial assets, short-term - 3 – 3 0

Net interest-bearing liabilities 3 631 7 103 3 741

Interest received amounted to 178 (233  and 292). Interest payments amounted to 368 (354  and 400).

AB SKF considers short-term financial assets to be cash and cash equivalents (see Note 7).

P A R E N T  C O M P A N Y  S T A T E M E N T S  O F  C A S H  F L O W
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Amounts in millions of Swedish kronor (MSEK) unless otherwise stated.

For description of accounting principles, see Note 1 to the Consolidated
Financial Statements.

1.  Financial income and expence

2002 2001 2000

Income from investments in
consolidated subsidiaries 675 712 371
Income from investments
in associated companies 2 1 –

Expense/income from other equity securities
and long-term financial investments - 200 523 634

Other financial income and
similar items - 4 – 1

Interest expense and similar items 37 - 691 - 755

510 545 251

Specification of financial income and expense, net

2002 2001 2000

Dividends related to
- investments in consolidated 

subsidiaries 889 684 298
- income from investments
in associated companies 2 1 –

- income from other equity securities 
and long-term financial investments 2 4 4

Total dividends 893 689 302

Interest income related to
- income from other equity securities 

and long-term financial investments 
- consolidated subsidiaries 176 236 291

- other financial income and 
similar items 
- consolidated subsidiaries 2 1 0
- other – – 1

Total interest income 178 237 292

Interest expense for
- financial liabilities related to

interest expense and similar items 
- consolidated subsidiaries - 154 - 154 - 112
- other - 180 - 249 - 296

- pensions and similar commitments 
related to interest expense 
and similar items - 12 - 9 - 10

Total interest expense - 346 - 412 - 418

2002 2001 2000

Financial exchange gains and losses related to
- income from other equity securities 

and long-term financial investments 
- consolidated subsidiaries - 394 281 339

- other financial income 
and similar items 
- other - 6 - 1 –

- interest expense and similar items 
- other 383 - 279 - 337

Total financial exchange gains
and losses - 17 1 2

Capital gains and losses from sales related to
- investments in consolidated 

subsidiaries – 298 105
- other equity securities and 

long-term financial assets 16 2 –

Total capital gains and losses 
from sales 16 300 105

Write-downs related to
- income from investments in 
- consolidated subsidiaries - 214 - 270 - 32

Total write-downs - 214 - 270 - 32

Financial income and expense, net 510 545 251

2.  Provisions and untaxed reserves

Provisions
2002 2001 2000

Change in accelerated depreciation 
reserve - 1 1 9

Change in other reserves - 100 – 1

- 101 1 10
Group contribution received – – 889
Group contribution paid – – - 180
Allowance for shareholders’ contribution – – - 62

– – 647

- 101 1 657

Untaxed reserves
2002 2001 2000

Accelerated depreciation 
reserve 2 1 2

Other reserves 100 – –

102 1 2
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3.  Taxes

2002 2001 2000

Taxes on profit before taxes
Current tax - 1 – –
- tax on Group contribution 234 147 –
- deferred taxes, net - 139 - 52 - 235

94 95 - 235
Deferred tax assets:
- long-term – 52 104
- short-term 14 13 13

14 65 117
Provisions for deferred taxes:
- long-term 88 – –

88 – –
Provisions for deferred
taxes/deferred tax
assets – net - 74 65 117

Short-term income
taxes receivable 93 – –

* Classified as Short-term tax assets in Balance sheet.

Gross deferred tax assets and provisions were related to the following items:

2002 2001 2000

Provisions for pensions and other 
similar commitments 14 10 8

Tax loss carry-forwards – 154 181
Other 16 18 32

Gross deferred tax assets 30 182 221
Valuation allowance – - 117 - 104

Net deferred tax assets after 
valuation allowance 30 65 117

Gross provision for deferred taxes 104 – –

Provisions for deferred 
taxes/deferred tax assets-net - 74 65 117

Corporate income tax and tax loss carry-forwards
The corporate nominal income tax rate in Sweden was 28% in 2002, 2001
and 2000. For 2002, the Parent Company had a tax income of 94 
(95 and -235) which refers to current tax, tax effect on paid and received
Group contributions and changes in deferred tax assets.

The current tax for 2002 amounted to -1 (0 and 0). At December 31,
2002, the Parent Company had tax loss carry-forwards amounting 
to 0 (550 and 646).  

Total tax loss carry-forwards less valuation allowance resulted at the end
of year 2001 respectivly 2000 in deferred tax assets of 37 respectivly 77.

*

*
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4.  Tangible assets

Acquisition cost: Additions
2002 during the year Disposals 2001 2000

Land, land improvements and buildings 12 – – 12 13
Machinery and supply systems 7 1 - 6 12 12

19 1 - 6 24 25

Accumulated depreciation according to plan:
Depreciation

2002 during the year Disposals 2001 2000

Land, land improvements and buildings 3 1 – 2 2
Machinery and supply systems 5 – - 6 11 10

8 1 - 6 13 12

Net book value 11 0 0 11 13

Depreciation according to plan is included in administrative expenses.

Tax value of real estate:
2002 2001 2000

Land and land improvements 3 3 2
Buildings 8 7 5

11 10 7

5.  Investments

Investments in subsidiaries are specified below. For specification of investments in Associated Companies and other investments held by the Parent
Company, see Note 28 to the Consolidated Financial Statements.

Investments in subsidiaries held by the Parent Company on December 31, 2002

Additions Write- Shareholders’
2002 during the year downs contributions 2001

Investments in subsidiaries 9 015 149 - 116 6 8 976

Nominal Book value
Holding Number of value in in SEK

Name and location in percent shares Currency thousands thousands

Manufacturing companies
SKF Sverige AB, Göteborg, Sweden 100 2 650 000 SEK 265 000 363 300
SKF USA Inc., Pa., USA 99.8 1 444 447 USD 72 222 770 617
SKF Österreich AG, Austria 100 200 EUR 15 000 175 958
SKF GmbH, Germany 0.1 – EUR 111 1 813
SKF PoznańS.A., Poland 100 3 353 130 PLN 67 063 153 062
SKF Bearings Bulgaria EOOD, Bulgaria 100 194 739 BGN 19 474 90 617
Lutsk Bearing Plant, Ukraine 95.6 296 072 089 UAH 74 018 111 613
SKF Actuators AB, Göteborg, Sweden 100 1 000 SEK 1 000 2 000
SKF AutoBalance Systems AB, Göteborg, Sweden 91.0 9 100 SEK 910 912
SKF de Mexico S.A. de C.V., Mexico 100 40 000 MXN 40 0
SKF do Brasil Limitada, Brazil (incl. share subscription) 99.9 99 327 664 BRL 99 328 260 531
SKF Argentina S.A., Argentine 99.9 500 259 ARS 500 10 936
SKF Bearings India Ltd., India 46.0 20 806 258 INR 208 063 56 608 
CR Seals India Private Limited, India 0.0 101 INR 1 0
SKF Mekan AB, Katrineholm, Sweden 100 27 500 SEK 27 500 33 348
Sealpool AB, Landskrona, Sweden 100 10 000 SEK 1 000 33 175

Carried forward 2 064 490
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Nominal Book value
Holding Number of value in in SEK

Name and location in percent shares Currency thousands thousands

Carried forward 2 064 490
Anhui CR Seals Co. Ltd, Peoples Republic of China 60.0 – USD 3 456 25 212
Beijing Nankou SKF Railway Bearings
Company Limited, Peoples Republic of China 51.0 – CNY 126 713 93 524

SKF Automotive Components Corporation, Republic of Korea 100 6 645 000 KRW 33 250 000 35 351
CR Korea Co., Ltd., Republic of Korea 50.0 100 320 KRW 1 003 200 9 653
PT. SKF Indonesia, Indonesia (incl. share subscription) 83.1 73 990 IDR 73 990 000 32 249

Sales companies
SKF Danmark A/S, Denmark 100 5 DKK 5 000 0
SKF Norge A/S, Norway 100 50 000 NOK 5 000 0
Oy SKF Ab, Finland 100 48 400 EUR 2 035 12 378
SKF Portugal Rolamentos, Limitada, Portugal 95.0 – EUR 62 0
SKF Ložiska, a.s., Czech Republic 100 430 CZK 43 000 9 945
SKF Svéd Golyóscsapágy Részvénytársaság, Hungary 100 3 000 HUF 600 14
SKF Hellas S.A., Greece 100 2 000 EUR 133 0
SKF Canada Limited, Canada 62.5 50 000 CAD – 0
SKF del Peru S.A., Peru 100 1 806 122 PES 1 806 0
SKF Chilena S.A.I.C., Chile 100 88 192 CLP 467 923 0
SKF Venezolana S.A., Venezuela 2.4 4 758 VEB 4 758 0
SKF Türk Sanayi ve Ticaret Limited Sirketi, Turkey 0.0 50 TRL 250 1
SKF South East Asia (Pte) Ltd., Singapore 100 1 000 000 SGD 1 000 0
SKF Australia Pty Ltd., Australia 100 96 500 AUD 193 0
SKF New Zealand Limited, New Zealand 100 375 000 NZD 750 0
SKF Zimbabwe (Private) Limited, Zimbabwe 0.0 1 ZWD 0 0
SKF (Zambia) Ltd., Zambia 0.0 1 ZMK 0 0
SKF Kenya Limited, Kenya 0.0 1 KES 0 0
SKF Försäljning AB, Göteborg, Sweden 100 150 000 SEK 3 000 0
SKF Eurotrade AB, Göteborg, Sweden 100 83 500 SEK 8 350 12 169
SKF Multitec AB, Helsingborg, Sweden 100 29 500 SEK 2 950 4 545
SKF Service AB, Göteborg, Sweden 100 278 000 SEK 27 800 33 605

Other Companies
SKF Bearings Ltd., United Kingdom 100 10 000 GBP 10 0
Trelanoak Ltd., United Kingdom 20.0 6 965 000 GBP 6 965 119 817
SKF Holding Maatschappij Holland B.V., The Netherlands 100 60 002 EUR 27 228 5 035 746
SKF Engineering & Research Services B.V., The Netherlands 13.4 121 EUR 5 7 684
SKF Verwaltungs AG, Switzerland 100 500 CHF 250 501 898
SKF Holding Mexicana, S.A. de C.V., Mexico 98.0 22 687 633 MXN 2 269 120 029
SKF (China) Investment Co. Ltd., Peoples Republic of China 100 – USD 30 000 244 139
Barseco (Pty) Ltd, South Africa 100 300 ZAR 0 61 619
SKF Australia (Manufacturing) Pty. Ltd., Australia 100 1 000 000 AUD 2 000 0
Revolve Magnetic Bearings Inc., Canada 100 1 395 495 CAD – 0

Carried forward 8 424 068
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Nominal Book value
Holding Number of value in in SEK

Name and location in percent shares Currency thousands thousands

Carried forward 8 424 068
SKF Vehicle Parts AB, Göteborg, Sweden 100 115 000 SEK 11 500 14 372
Nordiska Kullager Aktiebolaget, Göteborg, Sweden 100 1 000 SEK 100 88
AB SKF-Agenturer, Göteborg, Sweden 100 100 SEK 100 0
SKF Logistics Services AB, Göteborg, Sweden 100 80 000 SEK 6 400 10 560
AB Compania Sudamericana SKF, Göteborg, Sweden 100 300 SEK 300 0
AB S.A. des Roulements à Billes Suédois SKF, Göteborg, Sweden 100 100 SEK 100 0
SKF International AB, Göteborg, Sweden 100 20 000 SEK 20 000 319 908
SKF Reinsurance Co. Ltd., Göteborg, Sweden 100 30 000 SEK 30 000 80 200
SKF Fondförvaltning AB, Göteborg, Sweden 100 10 000 SEK 1 000 998
AB Svenska Kullagerfabriken, Göteborg, Sweden 100 1 000 SEK 100 101
SKF Dataservice AB, Göteborg, Sweden 100 1 000 SEK 100 0
SKF Nova AB, Göteborg, Sweden 100 1 000 SEK 100 0
Bagaregården 16:7 KB, Göteborg, Sweden 99.9 – SEK 250 103* 39 602
KB Gamlestaden 1:10, Göteborg, Sweden 0.0 – SEK 1 1
SKF Fastighetsförvaltning AB, Göteborg, Sweden 100 2 000 SEK 200 245
Ovako Couplings Holding AB, Göteborg, Sweden 100 2 800 000 SEK 280 000 106 470 
Ovako Tube AB, Göteborg, Sweden 100 5 000 SEK 500 1 600
Ovako Steel Holding AB, Göteborg, Sweden 100 9 600 000 SEK 960 000 27
James Askew Associates AB JAAAB, Luleå, Sweden 100 4 000 SEK 400 16 795

9 015 035
* As face value the original investment capital for the limited partnership company is disclosed.

6.  Other short-term assets

2002 2001 2000

Other short-term receivables 143 126 64
Prepaid expenses 33 26 16

176 152 80

7.  Short-term financial assets

2002 2001 2000

Short-term financial receivables – 2 –
Cash and bank accounts – 1 1

– 3 1

8.  Shareholders’ equity

The distribution of share capital between share types is shown in Note 13
to the Consolidated Financial Statements.

Changes in shareholders’ equity
Un-

Share Legal restricted
capital reserve equity Total

Opening balance 2000-01-01 1 423 633 3 871 5 927
Cash dividend – – - 455 - 455
Net profit – – 659 659

Closing balance 2000-12-31 1 423 633 4 075 6 131
Cash dividend – – - 598 - 598
Net of received and paid
Group contributions – – 811 811

Tax on Group 
contributions net – – - 242 - 242

Net profit – – 514 514

Closing balance 2001-12-31 1 423 633 4 560 6 616
Cash dividend – – - 683 - 683
Net of received and paid
Group contributions – – 971 971

Tax on Group 
contributions net – – - 272 - 272

Net profit – – 397 397

Closing balance 2002-12-31 1 423 633 4 973 7 029
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9.  Provisions for pensions and similar commitments

Charges against profit for pensions and similar commitments were 52 
(50 and 52) which include an interest cost calculated at 12 (9 and 10).
Provisions for pensions include pensions in the FPG - PRI (Pension
Registration Institute) system by 97 (203  and 212).

10. Long-term loans

Long-term loans at the end of the year, excluding the short-term portion:

2002 2001 2000

Bonds 1 612 2 400 2 731
Bank loans – – 713
Other borrowings – 149 162

1 612 2 549 3 606

The above loans were denominated in the following currencies:

2002 2001 2000

Swedish kronor 200 349 513
U.S. dollars 1 412 2 200 3 093

1 612 2 549 3 606

Maturities of long-term loans as of December 31, 2002, were as follows:

2004 200
2005 –
2006 –
2007 1 412

The terms of certain loan agreements contain restrictions relating to
further pledging of assets.

11.  Short-term loans

2002 2001 2000

Current portion of long-term loans 355 163 14

355 163 14

12.  Other short-term liabilities

2002 2001 2000

Other short-term liabilities 13 11 6
Accrued expenses and deferred 
income 145 201 202

158 212 208

Accrued expenses and deferred income include accrued interest of 74
(108  and 130).

13.  Assets pledged

2002 2001 2000

Shares – 42 42

– 42 42

14.  Contingent liabilities

2002 2001 2000

Guarantees in respect of consolidated
subsidiaries’ obligations 14 66 73

Other guarantees and contingent
liabilities 22 56 102

36 122 175

15.  Average number of employees, 
wages salaries and renumerations

For wages, salaries and other remunerations to employees – see Note 25
to the Consolidated Financial Statements.

For the average number of employees – see Note 26 to the
Consolidated Financial Statements.
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Retained earnings SEK 4 576 644 317
Net profit for the year SEK 396 665 448

Total surplus SEK 4 973 309 765

The Board of Directors and the President recommend,
that a dividend of 8.00 Swedish kronor per share 
be paid to the shareholders SEK 910 702 136
that the balance be carried forward SEK 4 062 607 629

SEK 4 973 309 765

The results of operations and the financial position of the Parent Company and the Group in 2002
are given in the income statements and in the balance sheets together with related notes.

Stockholm, January 28, 2003

Anders Scharp Vito H Baumgartner Göran Johansson
Sune Carlsson Ulla Litzén Hans-Åke Ringström
Sören Gyll Philip N Green Kennet Carlsson
Helmut Werner Clas Åke Hedström Anders Olsson
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To the general meeting of the shareholders of AB SKF, 
corporate identity number 556007-3495.

We have audited the annual accounts, the consolidated accounts, the
accounting records and the administration of the Board of Directors and
the President of AB SKF for the year 2002. These accounts and the
administration of the company are the responsibility of the Board of
Directors and the President. Our responsibility is to express an opinion
on the annual accounts, the consolidated accounts and the administra-
tion based on our audit.

We conducted our audit in accordance with generally accepted audit-
ing standards in Sweden. Those standards require that we plan and per-
form the audit to obtain reasonable assurance that the annual accounts
and the consolidated accounts 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 assess-
ing 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 the consolidated accounts. As
a basis for our opinion concerning discharge from liability, we examined
significant decisions, actions taken and circumstances of the company
in order to be able to determine the liability, if any, to the company of any

Board Member or the President. We also examined whether any Board
Member or the President has, in any other way, acted in contravention of
the Companies Act, the Annual Accounts Act or the Articles of Associa-
tion. We believe that our audit provides a reasonable basis for our opinion
set out below.

The annual accounts and the consolidated accounts have been pre-
pared in accordance with the Annual Accounts Act and, thereby, give a
true and fair view of the company’s and the group’s financial position and
results of operations in accordance with generally accepted accounting
principles in Sweden

We recommend to the general meeting of shareholders that the in-
come statements and balance sheets of the parent company and the
group be adopted, that the profit for the parent company be dealt with in
accordance with the proposal in the administration report and that the
Members of the Board of Directors and the President be discharged from
liability for the financial year.

Göteborg, February 28, 2003

Arthur Andersen AB

Hans Pihl
Authorized public accountant
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External sales in 2002 amounted to MSEK

9 742 (9 965). Total sales (sales to external
and internal customers) were MSEK15 650
(15 978). The operating result was MSEK

1 622 (1 662) with an operating margin 
of 10.4% (10.4).

The Division succeeded in keeping the
result on the same level as for 2001 in 
spite of the challenging business climate.

Sales in Europe, which began to increase
during the second half of 2002, ended
slightly higher than in 2001. Despite the
positive trend in 2002, sales in North
America were somewhat lower compared
with the 2001 figure. Sales in Asia
remained flat.

Sales differed widely between the various
market segments and led to uneven factory
utilization. Improved flexibility in manu-
facturing, the reduction of lead times,
increased production frequencies and more
robust manufacturing processes allowed the

Division to both reduce capital employed
and improve its delivery service.

Important events in 2002

Two more product lines in the SKF Explorer
class were launched. These were angular
contact ball bearings and cylindrical roller
bearings. Like the spherical roller bearings
that were earlier introduced to the SKF
Explorer class, these new product lines
were also well received by the market. 

SKF gained additional business with 
the Bobcat Division of Ingersoll Rand in the
USA. By switching to SKF Explorer sealed
spherical roller bearings in the idlers and
support rolls, Bobcat significantly improved
the performance and reliability of their
complete line of compact track loaders.

SKF also launched a concept forklift
truck, the E-truck, which demonstrates 
the shift towards electromechanics. The
result is an efficient and environmentally

compatible vehicle. The manufacturers 
of various industrial vehicles have shown
great interest in the concept forklift truck,
and Toyota L & F, the largest forklift manu-
facturer in Japan, has opted for a sensorized
solution from SKF.

The unique, maintenance-free roll-unit
for continuous casters, developed by SKF,
continues to attract customers’ interest and
it was installed at three European steelworks.

SKF’s sales to the windmill industry
continued to develop well. SKF provides
bearings, seals, housings, lubrications, 
couplings, high-tension bolts and simula-
tions, calculations and maintenance service
contracts. A new product launched during
the year was the SKF WindCon system 
– an online system providing the windpark
operator with a continuous monitoring 
of the mechanical condition of the wind
turbines.

                  

The Industrial Division is responsible for sales to industrial OEM customers, and 

for product development and production of a wide range of bearings (in particular

spherical, cylindrical and angular contact bearings) and related products. The

Division has specialized business areas for Railways, Linear Motion & Precision

Technologies, Industrial Seals and Couplings. In addition, the Division develops

special products and systems for selected customer applications.

Christer Gyberg
President, Industrial Division

A 3D CAD rendering of an SKF spherical
roller bearing.

Tim Appelqvist performs a final visual
inspection and internal clearance control
of a spherical roller bearing in the SKF
Sverige factory in Göteborg.
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Railways

The introduction of the new compact
tapered roller bearing unit for wheel sets
attracted considerable interest among cus-
tomers. Its design allows for longer main-
tenance intervals, better performance and
greater safety. Major orders were received
for passenger as well as for freight cars.

A special technology for self-lubricating
and maintenance-free plain bearings,
already used in SKF-solutions for the air-
craft industry, has now been adapted for
high-performance trains. The system offers
longer maintenance intervals. After nearly
one year of tests the solution was success-
fully introduced at JR West, one of the
largest railway companies in Japan.

Linear Motion & Precision Technologies

At the beginning of the year, SKF acquired
the Swiss Magnetic Group, a leading manu-
facturer of electromechanical actuators,
motors, telescopic drives, control units and
complete actuation systems. The Twentieth
Century Machine Co., a US manufacturer

of ground ball screws, was acquired at the
very end of the year. With these acquisi-
tions this SKF business has manufacturing
plants in France, Germany, Sweden,
Switzerland and the USA. 

SKF Spindle Service Centres, the spindle
repair business, developed well in 2002,
while SKF deliveries to the machine tool
industry decreased substantially.

Engineering Consultancy Business Unit

SKF’s engineering consultancy business
attracted a great deal of interest and landed

I N D U S T R I A L  D I V I S I O N

a number of important orders during its
first year of operation. The assignments
were for high-tech computer simulations
and calculations.

Awards

Excellence in delivery service, product
quality and attention to customers remain
top priority for the Division. The Excellent
Supplier awards received during the year
confirmed that the work to improve delivery
service, product quality and customer
service is giving result.

Nijhuis Pompen is a pump manufacturer with
modern manufacturing facilities in Winterswijk,
the Netherlands. Here, engineering staff work
with the very latest computer-aided technology.
Following discussions concerning the special
type of bearings in their new pump application,
SKF offered Nijhuis Pompen further expertise
such as service, condition monitoring and the
knowledge of the SKF Research and Develop-
ment Centre in the Netherlands, for doing the
complete dynamic analysis of the new pump
unit. This partnership with SKF aims to improve
the competitive position of Nijhuis Pompen in
the future. 

0

5 000

10 000

15 000

20 000

020100

8 
80

0
14

 4
17

9 
96

5
15

 9
78

9 
74

2
15

 6
50

■ External sales
■ Total sales

0

500

1 000

1 500

2 000

020100

1 
67

5

1 
66

2

1 
62

2

0

100

200

300

400

500

020100

43
2

30
1

26
1

0

3 000

6 000

9 000

12 000

020100

10
 6

45

10
 3

43

10
 4

49

■ Industrial transmission

■ Agriculture & Forestry /

    Material Handling 

■ Industrial Electrical /

    Textile /Printing 

■ Machine Tools /Linear Motion 

■ Railways 

■ Fluid Machinery 

■ Pulp & Paper /Metals /Mining 

    & Construction 

■ Other General Machinery 

■ Other 

d
d 2

Sales, MSEK* Operating
result MSEK*

Additions to  
tangible
assets, MSEK*

Registered
number of
employees*

External sales

* Previously published amounts have been restated to conform to current Group structure.



58

External sales in 2002 amounted to MSEK

13 483 (13 438). Total sales (sales to exter-
nal and internal customers) were MSEK

14 930 (15 022). The operating result was
MSEK 523 (407) with an operating margin
of 3.5% (2.7).

The Division showed an improved margin
and a reduction in capital employed. The
improved margin was the result of lower
costs, new products and a better mix of the
business.

Although there was improvement during
the course of the year, reflecting the new
businesses SKF has gained in recent years,
sales to the car and light truck industry 
in Europe remained on the same level as 
in 2001. Sales in North America, however,
were significantly higher than in 2001.

Slightly lower sales were recorded in
Europe for the heavy truck market, whereas
sales in North America were somewhat
stronger in 2002 than in 2001.

Sales to the Vehicle Service Market 
were significantly higher than in 2001. 
The growth was strong in Europe. Sales in
North America were relatively unchanged,
but weakened as the year progressed.

Value leadership

During the year the Division focused on
customer issues through its continued
commitment to Value Leadership. By
tailoring integrated solutions SKF can help

                  

The Automotive Division is responsible for sales to the car, light truck, heavy truck,

bus and vehicle component industries and also for sales to the vehicle service 

market, as well as for product development and production of bearings, seals and

related products and service solutions. The products include wheel hub bearing

units, taper roller bearings, seals, special automotive products and complete repair

kits for the vehicle service market.

Tom Johnstone
President, Automotive Division

The Chrysler Group’s new Pacifica is a sports tourer that features 
a four-wheel drive fitted with the latest design of SKF hub bearing
units. These SKF bearings are supplied with integrated ABS 
sensors and are manufactured at the SKF plant in Aiken, USA.
Special design features provide ultra low flange run-out which
helps minimize the noise, vibration and harshness characteristic 
of car brakes. This photo was taken at Benteler, Canada – front
and rear axle module supplier to Chrysler. It shows how each axle
is checked and scanned during the final assembly phase. 

Hub bearing unit for all-wheel-
driven Chrysler Pacifica.
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customers to improve design, performance
and safety. This has helped the Division
gain a number of quality awards during 
the year and has resulted in new businesses,
many in areas outside the Division’s tradi-
tional bearing and seal products.

Car Segment

SKF innovations that gained new business
in 2002 included a new wheel hub unit
developed for the evolving sport utility
vehicle (SUV) market. Featuring integrated
ABS sensors and the latest proprietary SKF
process technology, the units will be standard
on the Chrysler Group’s next generation
Dodge Durango sport utility. For another
light truck and SUV application, CR elas-
tomeric bonding and design expertise
helped create a value-added assembly that
provided several critical system functions
and simplified the customer’s assembly line
operation. These technologies are featured
in a new driveline system introduced by

American Axle and Manufacturing for light
trucks and SUVs that offers improved vehicle
stability and traction control.

Truck Segment

SKF focuses in this segment on ensuring
trouble-free operation and delivering value-
added solutions. By combining bearing and
sealing expertise, SKF developed a mainte-
nance-free universal joint bearing that gives
longer life by eliminating breakdowns due
to the lack of relubrication. During the
year, SKF gained important new business
for this product with both Scania and
DaimlerChrysler. The popular SCOTSEAL®

PLUS truck wheel seal was upgraded and
relaunched as the XL with a new advanced
elastomeric compound that was well
received by the North American market. 

Vehicle Service Market

SKF signed a number of important distribu-
tion agreements in Europe and North
America during the year, including Auto-
motive Distribution International and
Group Auto Union International in Europe,
and BorgWarner Cooling Systems for sales
and distribution to the independent truck
aftermarket in North America. Working
together with the Swedish company Infocar,
SKF was able to introduce SKF Iris, a fully
integrated automotive diagnostic tool that
can run on a standard PC.

Drive-by-wire

The GM Hy-wire was the first drivable 
fuel cell vehicle prototype with full by-wire
control systems provided by SKF. These

activities have helped SKF enter into
important discussions with customers about
using SKF Smart Electro-Mechanical Actu-
ating Units for series production applica-
tions such as clutch and gear shift-by-wire.
Moreover, SKF signed a joint development
agreement on by-wire parking drum
Banksia brakes with PBR Australia, a 
leading supplier of parking brake systems,
that will allow the partners to offer unique
electronic parking brakes with advanced
features such as a hill-holding function.

Motorsport

SKF established a specialist business unit 
in 2002 to work with all types of motor-
sport globally. This will allow SKF to
support additional teams with design
expertise, such as has been provided to
Ferrari, with whom SKF has been in tech-
nical partnership for the last 50 years.

Manufacturing

The Formula One resetting project continued
at full speed within the Division in 2002.
The objective is to increase production
frequency through reduced set-up times
enabling a faster response to customer
demands and a reduction in inventories.
Some key automotive factories have
already seen resetting times on the pilot
channels reduced by nearly 50% resulting
in both improved availability and lower
inventories. 
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Chrysler Group’s all-new Pacifica sports tourer
with hub units from SKF.
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External sales in 2002 amounted to MSEK

1 932 (1 941). Total sales (sales to external
and internal customers) were MSEK 6 704
(6 989). The operating result was MSEK

427 (314) with an operating margin of
6.4% (4.5).

The operating result improved thanks 
to new businesses and good productivity
development.

External sales in Europe were somewhat
lower in 2002 than in 2001 but a gradual
recovery took place during the year. Sales
in Asia had a substantial increase in volume.

Two-wheelers

The SKF two-wheeler business boomed in
Asia but was weak in Europe in 2002. To
meet the growing demand for quality, a
new range of products was introduced on
the market in Asia: high-quality bearings 
to be fitted in critical applications such as

the crankshaft or wheels to improve the
performance of the motorcycle.

Electrical industry

Electrical industry segments range from
standard applications to extremely demand-
ing applications in terms of performance
and reliability. SKF engineers have worked
together with the leading manufactures in
each segment to support the development
of new products. An important trend in 
the market is the move towards electro-
mechanical devices. This means a greater
demand for “intelligent” bearing units.

New products and new technology

Serial production of the SKF industrial
steering unit was started during the year.
The unit is a by-wire device incorporating
a sensorized deep groove ball bearing. 

New bearings specifically designed for
the vacuum cleaner’s motor generated an
increased market share in this segment. The
success of a new technology for high-preci-
sion magnetization of impulse ring seals
for car ABS sensors doubled sales in 2002
compared with 2001. 

A line for moulding, magnetizing, con-
trolling and packing the seals was installed
in Varese, Italy. Two new concept cells for
injection moulding for shock absorber
seals, installed in Villanova, Italy, are now
being run at full capacity. The implementa-
tion of a new sealing standard in the small
deep groove ball bearings range marked
another important step in the technical
upgrading of standard products. These
bearings are for use in extreme working
conditions.

The Electrical Division is responsible for sales to manufacturers of electric motors,

household appliances, electrical components for the automotive industry, power

tools, office machinery and two-wheelers as well as for the product development

and the production of all deep groove ball bearings and of all bearing seals within

SKF. Of the Division's total sales 70% are made through other Divisions.

Giuseppe Donato
President, Electrical Division

                  

The new SKF joint-venture factory in Shanghai
which has started up production of small size
deep groove ball bearings.

(Left to right) Xu Xiao Dong, Chen Wen Long
and Zhou Wei Dong operating the first deep
groove ball bearing channel in the new joint-
venture factory.
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A 3D CAD rendering of deep groove ball
bearing.



61

I N D U S T R I A L  D I V I S I O N

Technical sponsorship

The Electrical Division has teamed up with
the leading actors in motorcycle racing in 
a technical partnership for many years. 
The teams were highly successful in 2002.
These activities have strongly supported 
the image of SKF as an ideal two-wheeler
partner, helping to get the company new
business both in Asia and Europe. 

Awards

Customers – among them GE, Suzuki,
Lucas TVS and Valeo – acknowledged SKF’s
excellence once again in 2002 with impor-
tant awards for quality, performance and
the contribution to their business develop-
ment.

Manufacturing

At the end of March, SKF acquired a
Bulgarian company producing deep groove
ball bearings, now named SKF Bearing
Bulgaria, which strengthens SKF’s presence
in Eastern Europe and provides an important
base for the company in this area.

E L E C T R I C A L  D I V I S I O N

In Indonesia, SKF’s marketing and manufacturing
teams are working very closely with OEM two-
wheeler customers to find technical solutions 
to achieve the most demanding Quality Cost
Delivery. After a series of thorough tests carried
out on a special deep groove ball bearing both
locally and in Japan, SKF bearings are now 
applied on Honda (2001) and Suzuki (2002)
motor cycles.
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The construction of a new factory in
China to produce deep groove ball bearings
was completed during the year and manu-
facturing started at the beginning of 2003.
The company, SKF Shanghai Bearing
Company Ltd is a joint venture of which
SKF owns 60%.

Important projects have been run during
the year to improve flexibility in the facto-
ries and to shorten resetting time. The most
ambitious project was the One-to-One
Channel; the aim being an output of one
deep groove ball bearing per second. Two

pilot channels are already producing at this
speed.

The focus on flexibility and productivity
was paralleled by one on quality and safety.
During the year, the Uitenhage factory in
South Africa became a Zero Defect Factory,
one deep groove ball bearing channel in
Nilai, Malaysia, received the factory’s Zero
Accident Gold Award after operating three
years with no accidents, and the Malaysian
Government gave the Nilai factory the
Knowledge Workers Generating Employer
and the Safety and Maintenance of 
Premises awards.

* Previously published amounts have been restated to conform to current Group structure.
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External sales in 2002 amounted to MSEK

13 501 (13 972). Total sales (sales to exter-
nal and internal customers) were MSEK

15 032 (15 552). The operating result was
MSEK 1 421 (1 299), with an operating 
margin of 9.5% (8.4).

Overall sales in Europe were relatively
flat compared with 2001. Sales in North
America, however, were slightly lower than
in 2001. Sales in Asia were significantly
higher than in the previous year.

SKF Reliability Systems continued to
expand its base of maintenance-service
agreements and performance-based contracts
with a number of customers in South
America, Europe, the USA and China.

Industrial Distribution

The core of the Division’s sales is composed
of business conducted through its global
network of SKF’s authorized distributors
and dealers, which handles the daily needs

of end-user customers requiring bearings
and other products for maintenance and
repair operations. In addition, SKF works
with its authorized distributors to provide
the end-user with value-added services
ranging from inventory efficiency to machine
productivity.

In 2002, SKF’s e-business, based on
endorsia.com and PTplace.com increased
some 50%. These all-in-one service net-
works feature branded industrial goods and
endorsed manufacturer know-how. Users 
can access price and availability, check order 
status, gain product knowledge, and place
orders. The global implementation continues
to expand. 

Reliability Systems

SKF Reliability Systems increased its total
sales by 30% in 2002. The number of
employees is now 1 300. There was a steady
growth during the year of specialists includ-

ing maintenance consultants, reliability
engineers and field service engineers.

To provide a comprehensive plant asset
efficiency programme, Reliability Systems
continued to advance within its four sections:

• Electronics – includes hardware and
software development

• Technologies – comprises know-
ledge-based technology solutions

• Mechanical – provides supportive
engineering functions including
mounting, repairs, etc.

• Reliability Services – reliability 
consultancy and on-site reliability 
services.

SKF Reliability Systems introduced 
the Industrial Decision Support System
@ptitudeTM which systematizes the 
reliability maintenance decision-making
process for end-user customers.

The Service Division is responsible for sales to the industrial aftermarket mainly via

a network of some 7 000 distributor locations. The Division also supports industrial

customers with knowledge-based service solutions to optimize plant asset efficiency.

The business area SKF Reliability Systems offers mechanical services, predictive

and preventive maintenance, condition monitoring, decision-support systems and

performance-based contracts. SKF Logistics Services deals with logistics and

distribution both for the SKF Group and external customers.

Phil Knights
President, Service Division

               

Operational in more than 50 countries, the 
portal endorsia.com creates customer value 
by facilitating cost-efficient integrated solutions
and tools. It provides e-commerce capability,
and value-added information and know-how 
for SKF distributors. 
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In the electronics sector, SKF Reliability
Systems also launched software applications
which permit users to transfer critical
maintenance data via the Internet from
worksites back to central offices. This helps
turn data gathered by a condition-monitor-
ing system into information that greatly
simplifies the user interface and enables a
“stop light” overview of the plant condition.

Two companies were acquired during the
year, Delta Consult B.V., the Netherlands,
and Erin Engineering and Research, Inc. in
the USA.

Logistics Services

SKF Logistics Services operates a global
delivery network. Both internal SKF opera-
tions and a growing number of external
customers utilize these integrated services
covering warehouse operations and trans-
portation management. In 2002, eleven

more companies were added to the external
customer list. There are now twenty external
customers using SKF Logistics Services.
This is today a small but rapidly growing
business and it doubled its sales in 2002.

Awards

The Division was awarded a global certi-
fication to ISO 9001:2000 covering 73
locations. This demonstrates that the sales
units around the world have reached a high
level of operational efficiency and customer
service.

Applied Industrial Technologies, a leading
distributor partner in the USA, gave the
SKF Service Division the Vendor of the
Year award. This is presented to the supplier
that is ranked first in a survey based on
nine quality criteria completed by their
+450 locations.

SKF Türk was given The National 
Quality Award – Grand Prize for the year
2002. The award acknowledges the achieve-
ment of sustainable excellence in all aspects
of performance with respect to customers,
people and society. 

S E R V I C E  D I V I S I O N

Authorised distributors are a very important
business link between SKF and its end-users
worldwide. They carry the SKF brand identity
and can supply any type of SKF products and
services. Cerutti is one of the most senior of
the SKF authorized distributors in Italy, their
first SKF sales dating back to 1923. In line
with the SKF mission, Cerutti supplies not only
quality products but technical support, stock
availability, on time delivery and other services,
to large and small customers in the area of
Casale Monferrato, Northern Italy. By constantly
developing their volume of business, Cerutti
also shares the business driver of profitable
growth from SKF.
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External sales in 2002 amounted to MSEK

3 745 (3 990). Total sales (sales to external
and internal customers) were MSEK 6 325
(6 638). The operating result was MSEK

205 (195) with an operating margin of
3.2% (2.9).

SKF Aerospace

Sales and the operating margin were lower
in 2002 than in 2001. Sales decreased
throughout the year, especially in North
America.

SKF Aerospace consists of Aeroengine,
Airframe and CR Aerospace. Aeroengine
includes MRC Bearings in the USA, SKF

Avio in Italy and Aeroengine Bearings 
UK in the UK. Airframe consists of SARMA
in France and Ampep plc in the UK. 
CR Aerospace is located in the USA. SKF
Aerospace is one of the world’s leading
bearing and components suppliers to the
aerospace industry. 

In spite of the difficult market environ-
ment, SKF Aerospace won important con-
tracts to supply airframe components to
both Airbus and Boeing – the two leading
aircraft manufacturers in the world. For
example, important business was secured
for Airbus A380, the new aircraft pro-
gramme.

Deliveries to the helicopter manufactures
developed well during the year. Customers
include the leading manufacturers Agusta-
Westland, Bell, Boeing, Eurocopter and
Sikorsky.

SKF Aeroengine Services continued its
efforts within the service market and now
has four repair units, Falconer and Charleston
in the USA, Villar Perosa in Italy and
Stonehouse in the UK.

Ampep plc has developed ceramic-coated,
self-lubricating, spherical plain bearings
XLNT, which provide extended life and,
consequently, lead to reduced operating
costs for helicopter main rotor control
mechanisms.

SKF Aerospace is responsible for sales, product development and production of

bearings, seals and components for aircraft engines, gearboxes and airframes,

subsystems for fly-by-wire solutions and also for offering various services including

the repair of bearings. 

Ovako Steel is responsible for sales, product development and production 

of special steels and steel components to the bearing industry and also to other

industries with demanding applications. 

SKF Forgings and Rings is responsible for sales, product development and 

production of forgings and rings to the bearing industry. The main customer is SKF.

Kaj Thorén
Aero and Steel Division 

                      

Wings and tail

• Metallic and composite rods
• Integrated rolling and spherical

plain bearings
• Journal bearings

Other

• Bearings, seals and rods for 
auxiliary power units

• Bearings and seals for hydraulic
pumps and motors

• Elastomeric isolators for electro-
mechanical equipment

Engine

• Ball and roller bearings 
• Integrated spherical plain bearings
• Seals
• Metallic struts

Structure - flight controls - utilities

• Metallic and composite rods
• Elastomeric rod ends
• Cables and pulleys
• Spherical plain and rolling bearings
• Linear and rotary actuators

Landing gear

• Spherical plain and 
journal bearings

• Rods
• Seals
• Elastomeric dampers

Cockpit

• Electromechanical
equipment for
cockpit control

r
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In 2002, SKF acquired the majority of
the shares in a British company which
designs, manufactures and sells mainshaft
and gearbox bearings for jet engines. The
main customer is Rolls Royce. With this
acquisition SKF became a major supplier
of bearings for aircraft engines and gear-
boxes to the aerospace industry within
Europe as well. SKF was already the num-
ber one supplier in the USA in this field.

In order to adapt to market conditions,
the total workforce was reduced by 11%
excluding acquisitions.

Ovako Steel

Ovako Steel reported external sales of
MSEK 1 579 (1 708). Total sales were MSEK

2 963 (2 991). The operating result was
MSEK 20 (-80).

Ovako Steel is one of the world’s leading
manufacturers of bearing steel and other
high-quality steel grades. The production
facilities for steel products are located in
Sweden and France. The sales of steel to
the bearing industry increased during the
year, both to SKF and to other bearing
manufacturers.

Ovako Steel has reorganized its sales
and marketing organization in order to
further strengthen the customer focus, and
has broadened the customer base to include
other bearing industries.

The rolled ring production unit, Ovako
Ajax Inc., based in York, South Carolina,
USA, was sold during the year. 

The total workforce was reduced by 5%.

SKF Forgings and Rings 

SKF Forgings and Rings delivers forged
and turned rings in large quantities of pre-
cise, circular-shaped form with exacting
demands with regard to tolerances and
material quality. The business consists of
two units, one in Lüchow, Germany and
one in Villar Perosa, Italy. The main cus-
tomer is SKF but the strategy is to grow
external sales.

A E R O  A N D  S T E E L  D I V I S I O N

Forgings from the Hatebur 70 press at SKF
Forgings and Rings, Villar Perosa, Italy.

Precision helicopter transmission
bearing from MRC, USA.

Hatebur 70 press.
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The quality of SKF’s products and 

services is highly esteemed. Below is 

a list of some of the awards received 

by the Group in 2002.

A-Supplier for the year

Agco Corporation, England

Vendor of the Year Award

Applied Industrial Technologies, USA

Quest for Excellence Awards

Automotive Industry Magazine, USA

Best Environmental Concept, Novanta

Automotive News (joint award with
Bertone, 2nd place)

Best Interior Concept, Novanta

Automotive News (joint award with
Bertone, 2nd place)

Best Interior Design, Novanta

Michelin Bibendum (joint award with
Bertone)

Certified Supplier of the Year 

BT, Sweden

Service Award 2002

Business Centre Club, Poland

Preferred Supplier Award

Dana Spicer Driveshaft Division, USA

Supplier of the Year

John Deere, USA

Shipping 100% On Time

Delphi Automotive Systems, USA

The National Quality Award - Grand Prize 2002

EFQM Associated Organization, Turkey

Best Management of Safety and Maintenance

of Premises

Environmental Friendly Factory Competition,
Malaysia

Governmental Award for Occupational 

Safety 2002

Federal Ministry of Economics and Labour,
Austria

Support to Innovation

Fiat, Italy

Outstanding Contribution to Business Award

GE Motors India Ltd, India

100% on-time delivery

GM Service Parts & Operations, USA

Winner of K-Worker Generating Employer

Award

Government of Malaysia, Malaysia

Knowledge-Worker Generating Employer

Award 2002

Human Resource Ministry, Malaysia

Waste Minimization Award 2002

Keep Georgia Beautiful, USA

Top Five Good Performers

Lucas TVS Limited, India

Excellence in Service and Order Fill 

Performance 97.6%

NAPA Oil Seals, USA

Excellence in Service and Order Fill 

Performance 96.0%

NAPA Bearing/Powerglide, USA

Best Quality Supplier Award

P.T Indomobil Suzuki, Indonesia

Preferred Supplier

Rába Automotive Group, Hungary

Gold Award Winner 

Scotsman, USA

Supplier of the Year 

Siemens, Germany

Excellence Award

Total Kenya Motorshow, Kenya

Best Supplier in 2002

Valeo Motors & Actuators Bietigheim,
Germany

Continued commitment to the Growth 

& Success of VIPAR

VIPAR Heavy Duty, USA

Best Supplier of the Year

ZF, Italy
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Sustainability report

SKF has adopted the Sustainability

Reporting Guidelines issued by the

Global Reporting Initiative (GRI). The

GRI is an international body promoting

the voluntary reporting by organizations

of the economic, environmental and

social impacts of their activities, products

and services. 

The GRI Guidelines were issued in

2000 and updated in 2002. SKF adopted

the Guidelines initially for its Environ-

mental Report 2000. Data on social 

performance was included in the 2001

report. This report is based on GRIs

Sustainability Reporting Guidelines. A

table is available on the Internet, see

address page 88, that shows the GRI’s

core indicators and where in the SKF

report the corresponding information

can be found. 
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ORGANIZATION

SKF Group Management issued the SKF
Code of Conduct in 2002. The code, which
is valid for all Group units, specifies the
responsibility SKF and its employees have
towards customers, employees, shareholders
and society. This code is established within
the whole organization. 

The code is based on the SKF Group’s
core values: High Ethics, Empowerment,
Openness and Teamwork, and can be
viewed on the Internet, see page 88 for
details.

Sustainability issues are important 
to consider for a company that operates
around the world. These issues are the
responsibility of the respective SKF 
division and overseen by the corporate
department Environmental Affairs, 
working within Group Quality and Human
Resources.

In each country in which the Group has
manufacturing or logistics units, there is
a Country Co-ordinator who oversees the
environmental, health and safety (EHS)
issues at the local SKF facilities and provides
a link with the corporate staff. A number 
of these Country Co-ordinators are also

members of the corporate EHS audit team,
which visits SKF units at two-yearly 
intervals to ensure compliance with Group
standards and national legislation.

The Group’s Zero Accident health and
safety initiative is overseen by a Steering
Group, with representation from all 
divisions, reporting to the Senior Vice
President, Group Quality and Human
Resources.

STAKEHOLDER ENGAGEMENT

As with other international companies,
SKF has many stakeholders interested in
the Group’s performance. These include
customers, analysts, investors, shareholders,
employees, suppliers, neighbours, local
authorities, and communities.

The SKF Group was the first in its sector
to obtain world-wide certification to the
environmental standard ISO 14001, in
1998. An example of the company’s 
ambition is the Group’s inclusion in the
Ford Supplier Environmental Forum. 
A select few of their numerous suppliers
are invited by Ford to join this Forum,
which is dedicated to the spread of “Best
Practice” throughout the supply chain.

External recognition 

In recent years SKF has seen a significant
increase in interest from investment funds
and analysts working in the areas of ethical
investment and sustainable development.
Such stakeholders may obtain information
on SKF directly from the Group’s Investor
Relations department or from sustainability
indices.

SKF’s performance in the field of 
sustainable development was recognised 
by a number of external stakeholders in
2002. The Group was included in the Dow
Jones Sustainability Group Index for the
third year running. The Dow Jones analysis
placed SKF at the top of its sector in the
areas of Environmental Performance, Product
Stewardship, and Public Environmental
Reporting.

SKF was selected in 2002 for inclusion
in the FTSE4Good Global 100 Index for
the second year running, for its achieve-
ments in the field of corporate social
responsibility.

,     S u s t a i n a b i l i t y  r e p o r t

SKF’s Zero Accidents Award was presented 
in 2002 to the Group’s bearing factory in
Shanghai, China, for two years’ production 
with no work-related injuries. Seen here with
the award are Gui Ling Yang, General Manager,
and Sally Zhao, Environment, Health and 
Safety Manager. 
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POLICIES AND MANAGEMENT SYSTEMS

SKF Policies

SKF’s first environmental policy was issued
in 1989. The policy is reviewed regularly,
and was updated in 1994 and 1999, and
revised in 2001 to increase the emphasis 
on health and safety. This environmental,
health and safety policy can be viewed on
the Internet, see page 88.

External Charters

The Business Charter for Sustainable
Development was issued by the International
Chamber of Commerce (ICC) more than
10 years ago and SKF was very early to
endorse it. As required by the ICC Charter, 
SKF applies the precautionary approach 
to the provision of products and services.
Regular assessment of environmental risks,
and programmes for preventive action, are
a feature of the Group’s environmental
management system.

Furthermore, SKF adheres to the UN
Global Compact Principles, the OECD
Guidelines for Multinational Companies,
and the ILO Declaration concerning 
multinational companies. 

Management Systems for Sustainability

SKF’s manufacturing units, distribution
units, technical and engineering centres are
approved to ISO 14001, the international
standard for environmental management.
These units are included in a single 
Group-wide certificate, which at the end 
of 2002 encompassed 82 SKF sites in 23
countries.

Six SKF units obtained approval to 
ISO 14001 in 2002, including recent 

SKF’s bearing factory at Gainesville, in Georgia,
US, received an environmental award from 
the State authorities in 2002. Seen here at the
presentation ceremony are members of the 
factory’s Waste Reduction and Recycling Team:
(from left) Jim Lewis, Stephen McReynolds, Debra
Howington, John McCann and Mary Purdue,
flanked by Lynn Cobb and Laura Meadows from
the Georgia State Department of Community
Affairs.

acquisitions and a newly built seals factory
in Bangalore, India. A few units, mainly
recent acquisitions are excluded from the
Group certificate, due to the time necessary
to reach SKF standards. The majority are
working towards certification in 2003, as
shown in Table 1. Implementation of ISO
14001 is ongoing at the Lutsk bearing 
factory in the Ukraine with the aim of
achieving certification in 2005.

P O L I C I E S ,  O R G A N I Z A T I O N  A N D  M A N A G E M E N T  S Y S T E M S S u s t a i n a b i l i t y  r e p o r t

Country Company Target Date Status

Canada Revolve Magnetic Bearings, Calgary 2002 Approved 

France SKF France, Montigny 2002 Approved 

India CR Seals India, Bangalore 2002 Approved 

Italy Gamfior, Torino 2002 Approved 

South Africa SKF South Africa, Johannesburg 2002 Approved 

US Roller Bearing Industries, Elizabethtown 2002 Approved

Bulgaria SKF Bearing Bulgaria, Sopot 2005 In progress 

Germany Magnetic GmbH, Maulburg 2003 In progress 

Switzerland Magnetic AG, Liestal 2003 In progress 

The Ukraine Lutsk Bearing Plant, Lutsk 2005 In progress 

UK Aeroengine Bearings UK, Stonehouse 2003 In progress

Table 1: Status of ISO 14001 implementation at SKF units.



70

ENVIRONMENTAL PERFORMANCE

The previous SKF Environmental Report,
for 2001, was issued in March 2002, in
conjunction with the Annual Report. The
scope of this 2002 report has increased, 
by inclusion of sustainability data from 
two recently acquired companies: 
Gamfior, in Italy and Magnetic, with
units in Switzerland and Germany.

The environmental performance 
indicators published by the SKF Group 
are reviewed each year by the EHS Country
Co-ordinators, to ensure they cover the
most important environmental aspects.
Some aspects, such as waste disposal,
emissions to air and water, and noise levels,
are strictly controlled by legislation in all
countries in which SKF operates. This

sustainability report focuses mainly on
those aspects subject to voluntary control,
such as consumption of energy and natural
resources, where the Group has an aim of
continual improvement.

PRODUCTS AND SERVICES

SKF bearings help the environment

SKF bearings have a beneficial effect on
the environment, due to their low friction
properties. By reducing the friction needed
for rotation and movement, SKF bearings
cut the energy consumption of the machines
in which they are installed. Saving energy
leads to less depletion of fossil fuels and
lower emissions of greenhouse gases such
as carbon dioxide.

SKF is continuing to develop and produce
bearings with ever-lower friction levels.
Another way in which this research produces
environmental benefits is in the continual
downsizing of bearings. A smaller, lighter
bearing with the same load capacity as a
larger one requires less raw material and
energy to produce, and less energy to rotate. 

Benefits in automotive applications

Downsized and therefore lighter bearings
save energy also in mobile applications
such as cars and trucks. Lower vehicle
weight gives improved fuel economy, 
leading to reduced emissions and saving of
fossil fuel. Smaller bearings also generally
require less lubricant in use, reducing the
amount of oil or grease consumed during
the lifetime of the product.

Safety has the highest priority in a newly
installed channel producing automotive 
bearings at SKF Industrie in Airasca, Italy. 
A safety interlock (right) prevents access 
to the robotic machines until all power is
switched off and the robots are stationary.

SKF Explorer class now includes cylindrical roller bearings and angular contact ball bearings.

E N V I R O N M E N T A L  P E R F O R M A N C E  S u s t a i n a b i l i t y  r e p o r t
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ENERGY AND HYDROCARBON USE

The total consumption of electrical energy
at all SKF manufacturing units in 2002 
was 1730 gigawatt hours (GWh); about 
2% less than in 2001. Production volumes
increased by 4% in 2002. About 28% of
the electrical energy was used in the steel
mills and foundry in Sweden.

Cutting carbon dioxide emissions

SKF has since 2001 monitored the level of
carbon dioxide (CO2) emissions associated

E N V I R O N M E N T A L  P E R F O R M A N C E  S u s t a i n a b i l i t y  r e p o r t

Units 2002 2001 2000 1999

Electrical energy GWh 1 730 1 760 1 850 1 720

Fuel oil tons 13 250 14 300 12 900 20 430

Natural gas 1 000m3 (std) 45 150 50 350 57 010 44 910

Coal 1) tons 2) 9 860 10 220 12 000 8 840

Liquefied petroleum gas tons 17 430 18 030 20 740 18 440

Oils tons 10 800 10 320 9 640 8 890

Grease tons 1 420 1 210 1 340 1 350 

Synthetic rubber tons 4 760 4 140 6 300 5 920

Solvents tons 2 260 2 220 3 130 4 450

Production volume change % +4 -6 +10 -7

1) Coal (carbon) is used by SKF as an alloying element in steel production, not as a fuel. 
2) Only metric tons are used in this report.

Table 2: Total consumption of electrical energy, fossil fuels and other hydrocarbons 
for the SKF Group.

Table 3: Carbon dioxide emissions associated
with energy consumption by SKF.

Energy source CO2 equivalent, tons CO2

2002 2001

Electricity 313 800 283 230

Heating energy 64 790 71 270

LPG 52 310 54 090

Fuel oil 42 400 45 690

Natural gas 90 310 100 690 1)

Total 563 610 554 970

1) This quantity was stated incorrectly in the 
Environmental Report 2001.

The E-truck uses SKF by-wire technology for
improved safety and easier maintenance.

SKF Explorer Class Bearings

The SKF Explorer class of spherical roller
bearings is an example of the Group’s
development of ultra-low friction, high
capacity products. SKF Explorer bearings
allow downsizing, due to their higher load
ratings and consume less energy in use. In
2002 the SKF Explorer class was expanded
to include cylindrical roller bearings and
angular contact ball bearings.

By-wire technology brings 

safety benefits

SKF’s ambitions in drive-by-wire technology
were enhanced further in 2002 by the
unveiling of the E-Truck: an all-electric,
hydraulic free fork-lift truck. This design
brings environmental and safety benefits to
the logistics industry, as well as cost savings.

The truck is the first in the world to
eliminate hydraulic oil. The load-carrying
forks are raised and lowered by electric
motors, controlled by SKF sensors in the
truck mast. This system, together with the
drive-by-wire steering, improves truck 
safety. The turning radius and speed can 
be restricted, depending on the height of
the load; and the height of the lift restricted
when the load exceeds a predetermined
weight, to improve truck stability. As well
as improved safety features, the E-truck
eliminates the maintenance time and oil
leakages associated with hydraulic systems.
Being all-electric, it dispenses with the
need to store combustible fuel.

Environmental benefits are cost effective

Nowadays, many SKF bearing types are
provided with the lubricant they need for
their entire life, minimising the amount 
of hydrocarbon material consumed during
operation. The proportion of SKF bearings
sealed and greased for life is increasing,
thus minimising the environmental impact
of the lubricant, and the operating costs for
customers.
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with its manufacturing operations. CO2 is 
a gas found naturally in the Earth’s atmos-
phere, but is generated also by burning of
most fuels. Excessive generation of CO2

is considered to be a contributor to “global
warming”.

A Life Cycle Analysis (LCA) conducted
on SKF bearings in 2001 by Chalmers 
University, Sweden, concluded that the
main source of carbon dioxide emissions
associated with SKF operations resulted
from energy consumption: electricity, 
district heat, and fuel oil. The majority of

such emissions are generated by the energy
suppliers and not directly by SKF. The 
University continued work on the LCA 
in 2002.

The underlying trend within SKF, and
perhaps for international engineering 
companies generally, is towards increased
energy consumption per unit of production
volume. This is for two reasons: increased
automation, and improved working 
environments. Increased automation
improves production efficiency, but the
additional machinery, such as robots and

Hot water supplied free of charge by the biomass power station will enable the SKF bearing 
factory in Airasca to improve its heating system (left), giving environmental and cost benefits. 
Biomass (right) is used for fuel.

E N V I R O N M E N T A L  P E R F O R M A N C E  S u s t a i n a b i l i t y  r e p o r t

conveyors, tends to add to the electricity
consumption of the factory. SKF is keen 
to improve the working environment for its
employees, and this has led to the increased
use of air conditioning at those factories
and offices in countries with hot climates.
This trend improves employee health and
morale, but at the expense of increased
electricity consumption. 

SKF has for some years run energy
reduction programmes at all units. These
helped to reduce electricity consumption
relative to production volume in 2002. 

The electricity and heating generating station at Airasca, in Italy uses biomass as a fuel.
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To increase further the emphasis on energy
saving a Group target for reduction of 
carbon dioxide emissions was introduced 
in 2002. The aim is to reduce the level of
carbon dioxide emissions by 10% over 
the next five years, based on the level of
emissions and production volume in 2002.

Saving energy and costs

An innovative way of minimising carbon
dioxide emissions has been introduced by
the SKF bearing factory at Airasca in Italy.
Hot water for heating the factory in winter
will be obtained from a biomass power 
station, newly installed adjacent to the 
SKF site. The fuel for the power station is
biomass, which is a mixture of wood waste,
agricultural waste, and agricultural materials
grown for energy production. Carbon dioxide
is produced by combustion of the biomass,
but this is balanced by the carbon dioxide
absorbed from the atmosphere by the 
agricultural materials while growing. 
The net effect is zero production of carbon
dioxide.

The power station generates electricity
for the national network. A by-product 
of this electricity production is hot water,
which by agreement will be supplied to the
Airasca factory to cover part of the heating

demand, which will also give a cost saving.
As a result, the Airasca factory in 2002
phased-out the burning of fuel oil. The oil
consumption in 2001 was 717 tons, with 
a carbon dioxide emission of about 2300
tons. Only natural gas is now used as a
heating fuel.

Reducing emissions

SKF’s largest manufacturing unit is located
in Bavaria, Germany. The unit comprises
three bearing factories within the town 
of Schweinfurt. During 2002, the factories
linked all their environmentally sensitive
operations to a central programmable logic
control (PLC) system.

The new PLC system provides more 
precise control of operations, to increase
efficiency and minimise waste. This will
give annual cost savings and also a reduction
in carbon dioxide emissions of about 2000
tons per year. The new system has also
improved safety standards, by automatic
handling of hazardous chemicals, and
remote control of the high voltage electricity
network. The PLC system uses tele-
diagnostics to minimise downtime due to
machine breakdown. Maintenance engineers
are alerted automatically by radio messages
if the system detects a machine fault. Such

diagnostic systems, which are part of
SKF’s product range within Reliability 
Systems, are today sold to a number of
industries, including wind energy and paper
machines. 

WATER

Water consumption in the Group during
2002 was about 11 million cubic metres, 
a reduction of 33% compared with 2001.
Significant improvements in water utilization
were made throughout SKF in 2002. An
example can be seen at SKF’s award winning
factory at Gainesville in the United States.

The company found that water condensed
from the atmosphere during the summer 
by the factory’s air conditioning system
could be recycled as a base for the coolant
used in grinding operations. This recycling
has cut water consumption by around 
1000 cubic metres per year, and reduced
the cost of waste disposal. The condensed
water, containing traces of oil, was treated
previously as a waste product.

Further savings were made at the
Gainesville factory by improving the
method of separating oil from a water-based
cleaning fluid used to wash steel bearing
components after hardening. Bearing 
components are hardened by heat treatment

Environmentally sensitive 
operations at SKF GmbH 
in Schweinfurt, Germany, 
are linked to a central 
control system for improved 
performance and reduced costs.

Alarms
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Safety
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E N V I R O N M E N T A L  P E R F O R M A N C E  S u s t a i n a b i l i t y  r e p o r t
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during manufacture, to make them wear-
resistant in service. The heat treatment
operation coats the components with a thin
film of oil, which must be removed before
further processing. The improved technique
for oil-water separation will reduce water
consumption by around 3700 cubic metres
annually and will cut waste disposal costs.
The factory expects to reduce water 
consumption to zero for this operation
in 2003, by using 100% recycled water.

The Gainesville factory’s exceptional
performance in reducing consumption 
and waste in recent years has made 
it a role model within the region. The
environmental team is active in helping
other factories in Georgia to improve their
waste minimisation programmes. 

WASTE MANAGEMENT

Practically all metal scrap from SKF 
operations, totalling about 293 400 tons in
2002 is recycled. The recycling percentages
for the main residual products are shown 
in Table 4. 

From 1999-2001 SKF increased the
recycling of grinding swarf, particularly 
in Europe. This improvement was reversed 
in 2002, mainly due to a change of legislation,
which restricted the recycling of grinding
swarf in Italy. Further opportunities for
recycling of this material will be investigated
by the Group in 2003. 

Recycling is cost-effective

As part of its efforts to achieve the Georgia
State Government’s environmental award 
in 2002, the SKF factory in Gainesville
asked one of its suppliers, in Japan, to use
recyclable shipping containers. This change
proved so cost-effective that the supplier
cut the cost of the materials shipped by 2%.

Sharing Best Practice within SKF 

The Gainesville unit’s achievements in
recycling and cost saving were promoted
throughout the Group in 2002, to encourage
all units to improve further. The waste 
recycling team at Gainesville was presented
with the SKF Innovation Award in 2002;
and was featured in the SKF News video,
distributed to all units.

MATERIALS

Bearing and seal production represent
about 90% of all manufacturing in SKF.
The main raw material for bearings is 
steel, and this is almost entirely derived
from steel scrap (recycled steel). A small
percentage of other materials, such as lime
and ferroalloys, is added at the steel mill.
Impurities are then removed, leaving an
ultra-clean steel suitable for production 
of high quality bearings. The main raw
materials at the seal manufacturing plants
are steel and rubber (mainly synthetic).

COMPLIANCE

Compliance with all laws is a strict
requirement throughout SKF. However, 
the Group had two minor noncompliances
with environmental regulations in 2002. 
In both cases, corrective actions were
implemented to prevent a recurrence.

The central control system overseeing environmental operations at SKF GmbH alerts maintenance
engineers automatically if a fault is detected. A control panel sends a radio signal via a pager (left)
to the appropriate engineer immediately a problem is detected.

Material Total quantity Recycling % Recycling % Recycling % Recycling %
2002 2002 2001 2000 1999

Turning chips 96 360 tons 100 100 100 100

Grinding swarf 24 740 tons 59 74 64 38

Used oil 5 530 tons 69 67 72 80

Paper and carton 2) 3 110 tons 90 95 93 89

1) Incineration is considered as recycling if it includes energy recovery.
2) The quantity is probably somewhat underestimated, because some paper 

is discarded together with miscellaneous waste.

Table 4: Recycling 1) percentages for main residual products.

E N V I R O N M E N T A L  P E R F O R M A N C E  S u s t a i n a b i l i t y  r e p o r t
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Clean-up actions

SKF’s manufacturing operations are
designed to prevent environmental pollution.
However, like other long-established 
industrial companies SKF is involved 
in some remediation projects, resulting
from historical activities. 

For ongoing remediation projects 
relevant provisions have been made. 
Before any acquisition, an environmental
due diligence assessment is conducted 
to identify whether a clean-up is required.
SKF conducts similar environmental
assessments also before divesting any
property.

Landfills

Many SKF factories have disposed of 
various wastes at approved landfills.
Because of stricter laws and regulations 
– some with retroactive effect – concerning
landfill disposal, a few SKF companies 
are currently involved in clean-up of old
landfills, most of which have not been used
for many years. The majority of these cases
concern so-called Superfund sites in the
United States. In most of these cases 
SKF USA was one of many companies
contributing to the waste disposal at the
landfill in the past, and in general the SKF
share is very low – a few percent or less.
Relevant provisions have been made to
cover these costs.

The Ovako steel mills at Hofors and
Hällefors, Sweden have for some years 
had landfill operations, approved by the
authorities, on their sites. To ensure future
compliance with new legislation, provisions
have been made for closure and maintenance
of the landfills. The company has a 
research programme aimed at elimination
of landfilling in the future. 

ENVIRONMENTAL PERFORMANCE DATA

Environmental performance data for a 
sample of SKF units is shown in Table 5.
The data for all SKF factories can 
be found on the Internet, see page 88.

The use of recyclable shipping containers enabled SKF’s bearing factory at Gainesville, in the United
States, to save money and reduce waste in 2002. 

Parameter Units Nankou Elgin Hofors
Country China United States Sweden
Main product Bearings Seals Steel

Raw material-metal Tons 8 625 907 453 600
- rubber Tons 35 1 647 0

Turning chips Tons 2 357 10 1 900
% recycled 100 100 100

Other metal scrap Tons 1 320 54 99 200
% recycled 100 100 100

Grinding swarf Tons 176 0 728
% recycled 0 N/A 83

Used oil Tons 94 65 128
% recycled 100 100 100

Paper and carton Tons 16 51 55
% recycled 90 100 100

Water 1000 m3 76 110 340

Heating energy GWh 13 0 39

Electric energy GWh 24 19 377

Electricity - CO2 equivalent Tons 8 466 15 939 17 000

Fuel oil Tons 14 0 7 400

Natural gas 1000 Nm3 0 26 0

Coal Tons 0 0 9 400

LPG Tons 597 3 9 700

Alcohols Tons 1.7 21 0.6

Solvents Tons 0.5 43 14

Oils Tons 260 24 260

Grease Tons 124 1 31

PCB on site Yes/No No No No

Ozone depleters - Class I Kg 0 0 0

Ozone depleters - Class II Kg 0 0 0

N/A = not applicable

Table 5: Environmental performance data for three of the Group’s larger factories.

E N V I R O N M E N T A L  P E R F O R M A N C E  S u s t a i n a b i l i t y  r e p o r t
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SOCIAL PERFORMANCE 

Human Resources

As the world’s leading supplier of bearings
and related products and services, SKF
must attract, develop and retain the best
people in the industry. 

The geographical distribution of the
workforce at the main SKF facilities is
shown in Chart 1. The proportion in 
full-time employment is 95% and the 
average retention rate of employees was
96% in 2002. 

Developing people and the business

SKF is determined to be an attractive
employer, offering fulfilling careers, with
opportunity for development and progression.

All employees within SKF should have
Individual Development Plans, which 
identify their training needs, and monitor
progress towards agreed targets. The Group
has training facilities throughout the world,
including a Technical College in Sweden.

Johan Carlson, Principal of the SKF Technical College at Göteborg, Sweden, received 
an award in 2002 for educational leadership

Awards for excellence in training

In 2001 SKF’s Technical College, at 
Göteborg, received an award from the
Swedish Government for its excellent 
educational standards. In 2002, this honour
was supplemented by an award to the
School’s Principal: Johan Carlson, from 
the Western Sweden Chamber of Commerce.
The award was for educational leadership,
in changing from traditional teaching 
methods to the use of problem-orientated
and teamwork techniques needed by 
modern industry. 

Recognition for training and safety in Asia

SKF’s bearing factory at Nilai, in Malaysia,
received an award in 2002 from the federal
Ministry of Human Resources, for leadership
in training and developing employees. The
Labour Day Award 2002, for the “best
employer who generates knowledge workers”,
was presented to SKF by the Prime Minister
of Malaysia, Dr. Mahathir Mohamad.

The Nilai factory received an award in
2002 also from the Negeri Sembilan State
Government, for its high standards of safety

and maintenance. The factory won first
place in the Safety and Maintenance 
Management category of the State’s 
Environmental Friendly Factory Competition
2002. 

World Works Council

SKF operates both a World Works Council
and a European Works Council. At the
council meetings, representatives for the
employees meet with Group Management
to discuss matters of importance to the
Group and its employees.

SKF Code of Conduct

The SKF Code of Conduct includes 
policies covering responsibilities towards
employees and such issues as equality 
of opportunity, human rights, freedom of
association, and health and safety. The
Group strives particularly for diversity in
its various work teams, and works actively
with recruiting, developing and promoting
women. 

HEALTH AND SAFETY

SKF introduced a Zero Accidents initiative
in 2000, and many units in the Group
achieved the target of zero incidents of
work-related injury and illness in 2002.
The Group’s progress towards zero is
shown in Chart 2; while results for 2002
are shown in Table 6. A brief summary
of the Zero Accidents initiative follows.

Zero Accidents explained

Zero Accidents is a commitment to accident-
free workplaces, based on the premise that
every work-related injury and illness can
be prevented. The focus of the initiative is
therefore accident prevention rather than
accident reduction. 

The Zero Accidents strategy requires all
units to report work-related accidents and
injuries to the Steering Group on a regular
basis, with the results being monitored by
Group Management. This allows corporate
and divisional staff to focus improvement
efforts on those units which may benefit
most from available expertise within SKF. 

S O C I A L  P E R F O R M A N C E  S u s t a i n a b i l i t y  r e p o r t
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SKF believes there is no acceptance
level for accidents above zero, and the Zero
Accidents initiative breaks with 
traditional practice in industry in having no
intermediate targets for accident reduction.

While the Zero Accidents initiative
applies to all units and employees in the
Group, monitoring of accidents is focused
on the higher risk areas such as factories,
distribution centres and customer service
units. Those units involved in sales and
administration only are excluded, as the
safety risks are relatively low in these
areas. 

The accident rate for the Group is 
calculated using the formula:
Accident Rate = R x 200 000/H
where R = number of recordable 
accidents, and H = total hours worked.

This formula is provided by the 
US Occupational Safety and Health
Administration.

Recognition for excellence

The Group introduced a Zero Accidents
Award in 2001, to highlight excellent 
performance in health and safety management.
The award is given to units which achieve
one year (four consecutive quarters) 
without a work-related injury or illness. 
A Silver Award is achieved after two years,

with a Gold Award for three years of 
accident-free working. 

A total of 32 SKF units achieved the
Zero Accidents Award in 2002. A list of
award winners is available on the Internet,
see page 88.

Chart 1: Geographical distribution
of SKF employees.

■ Africa

■ Asia

■ Central and Eastern Europe

■ Latin America

■ North America

■ Sweden

■ Western Europe excl. Sweden

Employees of the SKF bearing factory in Nilai, Malaysia, at the ceremony of the Labour Day Awards 2002,
where the company received the country’s top award for employee training and development.

S O C I A L  P E R F O R M A N C E  S u s t a i n a b i l i t y  r e p o r t

1) The number of reporting units increased in 2001 and
2002, as service units were added; and larger sites were
split into business units for monitoring purposes.

2) In this chart, “Units at zero” refers to units which 
completed one year (4 consecutive quarters) with zero
recordable accidents.
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Chart 2: This graph shows the proportion
of SKF units achieving zero work-related
accidents since the start of the Zero 
Accidents initiative in 2000.
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Certification for health and safety staff

SKF in 2002 introduced a new training
programme for its health and safety staff
world-wide, to ensure that the people 
working in this field have sufficient training
to enable the Group’s ambitious Zero 
Accidents program to be successful in all
countries. Many of the health and safety
managers at SKF are highly qualified 
professionals, but an internal survey 
conducted in 2001 showed that a majority
would welcome the opportunity for further
training and development.

The new training program is in two
parts: an SKF Module, providing information
on the Group’s systems and standards; and
a series of Technical Modules, encompassing
subjects such as Electrical Safety, Personal
Protective Equipment, and Machine 
Guarding. Qualified staff may be exempt
from some or all of the Technical Modules,
depending on their prior training, but all
personnel working in health and safety
must attend the SKF Module. The training
programme leads to the SKF Certificate in
Health and Safety.

Information for customers 

Information on safety precautions for the
handling and installation of SKF products
is available in the SKF Bearing Maintenance
Handbook, available from SKF sales offices.

The SKF Certificate in Health and Safety.

S O C I A L  P E R F O R M A N C E  S u s t a i n a b i l i t y  r e p o r t

Manufacture of cylindrical roller bearings at SKF GmbH, Schweinfurt.

Parameter Result 
2002 2001 2000

Number of reporting units 1) 151 143 93

Number of units with zero accidents for one year minimum 49 39 9

Number of units qualifying for Zero Accidents Award 32 21 N/A 2)

Number of ”recordable” accidents in the Group 1 176 1 517 947 3)

Number of employees (registered) 39 739 38 091 40 401

Accident rate 4) 3.98 4.96 6.0

1) The number of reporting units increased in 2001 and 2002, as service units were added and larger sites 
were split into business units for monitoring purposes.

2) Not applicable as the Zero Accident Award scheme started in 2001.
3) Number of accidents during the six-month period after the start of the Zero Accidents initiative in July 2000.
4) Accident rate is the average for monitored units within the Group. Sales and administration offices are not 

monitored by the Zero Accidents program, as the safety risks are relatively low in these areas. 

Table 6: Health and safety statistics for the SKF Group.

Further information

Further information on SKF’s social 
performance is available on the Internet,
see page 88.
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To the readers of SKF’s sustainability report 2002:

At the request of AB SKF, we have carried out a limited review of
SKF’s sustainability report for the financial year 2002. Our limited
review of the sustainability report covers the information relating
to sustainability given on pages 68-78 in the SKF Annual Report
2002.

The Management of SKF has presented the sustainability report
in the Annual Report for 2002. SKF’s Management is responsible
for the organization of the work on sustainability and for its inte-
gration into the operations. Our task has been to carry out a limited
review of the above-named report.

Our limited review was conducted during the period November
2002-February 2003. As there are no generally accepted standards
and guidelines for examining information relating to sustainability,
our limited review has covered the procedures listed below and
was in observance of the discussion paper “Providing Assurance
on Sustainability Report”, published by the European Federation
of Accountants in April 2002.

The scope of our limited review for SKF consisted of the 
following procedures:
•  Discussions with the Management on operational risks related

to sustainability and the reporting of these risks.
•  Discussion with the Management on the result of our limited

review.
•  A review of the scope and limitations of the contents of the 

sustainability report.
•  A review, test and application of the company’s principles 

for reporting data related to sustainability.

•  A limited review of the systems and routines of the operation
for registration, accounting and reporting data related to 
sustainability.

•  A limited review, on a test basis, of the documentation on which
the information in the sustainability report is based.

•  Visits to worksites consisting of interviews with key persons 
for the reporting of the sustainability data.

•  Review of the report on compliance with legislation, permits
and conditions related to sustainability.

•  A review to ensure that the contents of the sustainability report
do not contradict other information in SKF’s Annual Report
2002.

Based on our limited review nothing has come to our attention
which indicates that information in the sustainability report is 
not supported by data obtained with due care from the company’s
units. Also nothing has come to our attention, which indicates that
the sustainability report does not give a reasonable view of those
aspects that have been reported of the company’s operations that
relate to sustainability. 

Göteborg, February 28, 2003
Deloitte & Touche AB

Hans Pihl
Authorized Public Accountant

                              S u s t a i n a b i l i t y  r e p o r t



                   

     

Anders Scharp*

Born 1934. Chairman.

Board member since 1992.

Chairman Saab AB, Atlas Copco AB 

and AB Nederman.

Board member Investor AB.

Shareholding in SKF: 25 000

Sune Carlsson

Born 1941. 

President and Chief Executive Officer.

Board member since 1991.

Board member Atlas Copco AB and Investor AB.

Shareholding in SKF: 5 000 and 526 442 options

Vito H Baumgartner*

Born 1940. Board member since 1998.

Group President Caterpillar Inc.

Vice Chairman European-American Industrial Council.

Member Nomination Committee of the Swiss-

American Chamber of Commerce;

Management Board of the Federation des Syndicats

Patronaux (Employers’ Federation);

Aeroport International de Genève;

Russian Academy of Transportation in St. Petersburg.

Member and past Chairman Foundation Board of

International Institute for Management Development.

Shareholding in SKF: 600

Philip N Green

Born 1953. Board member since 2000.

Chief Operating Officer, Reuters Group PLC.

Board member Reuters Group PLC.

Sören Gyll*

Born 1940. Board member since 1997.

Chairman Capedal AB and The 

Confederation of Swedish Enterprise.

Board member Skanska AB, SCA Svenska Cellulosa

Aktiebolaget, Askus AB, Medicover S.A.

(Belgium) and The Royal Swedish Academy 

of Engineering Sciences (IVA).

Shareholding in SKF: 2 000

Clas Åke Hedström

Born 1939. Board member since 2000.

Chairman Sandvik AB.

Deputy Chairman Scania AB.

Board member The Association of Swedish

Engineering Industries.

Shareholding in SKF: 1 000

* member of the Remuneration Committee

Ulla Litzén

Helmut Werner

Sören GyllAnders Scharp

Sune Carlsson

Vito H Baumgartner

Philip N Green

Clas Åke Hedström
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Kennet Carlsson Göran Johansson

Hans-Åke RingströmAnders Olsson

Lennart Johansson

Ulla Litzén

Born 1956. Board member since 1998.

President, W Capital Management AB.

Board member Atlas Copco AB, Posten AB, 

AB Svensk Stiftelseförvaltning and 

W Capital Management AB.

Shareholding in SKF: 6 600

Helmut Werner

Born 1936. Board member since 1998.

Chairman Supervisory Board of mg technologies ag.

Member Supervisory Board of Alcatel (Paris),

BASF AG, Ernst & Young Deutsche Allgemeine

Treuhand AG Wirtschaftsprüfungsgesellschaft and

Gerling-Konzern Versicherungs-Beteiligungs AG.

Shareholding in SKF: 700

   

Göran Johansson

Born 1945. Board member since 1975.

Chairman Executive Committee of the 

City Council of Göteborg.

Chairman Liseberg AB.

Board member Vattenfall.

Shareholding in SKF: 100

Hans-Åke Ringström

Born 1945. Board member since 2001.

Chairman SIF (The Swedish Union of Clerical and

Technical Employees in Industry), SKF, Göteborg.

Kennet Carlsson

Born 1962. Deputy board member 

since 2001.

Chairman Metalworkers’ Union, 

SKF, Göteborg.

Anders Olsson

Born 1952. Deputy board member since 1998.

Board member SIF (The Swedish Union 

of Clerical and Technical Employees in Industry)

Ovako Steel AB, Hällefors.

Shareholding in SKF: 33

 

Lennart Johansson

Honorary Chairman of the Board of Directors of

AB SKF.



Hans Pihl

Authorized Public Accountant

Arthur Andersen AB.
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Gunnar Gremlin
Executive Vice President AB SKF
and President SKF GmbH,
Schweinfurt, Germany
Born 1945
Employed since 1969
Shareholding in SKF: 
300 and 9 160 options1)

Board member AB Ph Nederman
& Co, Dyckerhoff AG,
Endorsia.com International AB
and CoLinx, LLC.

Christer Gyberg*
Industrial Division
As of April 15, 2003 
Executive Vice President 
AB SKF
Born 1947
Employed since 1972
Shareholding in SKF: 
1 000 and 15 483 options1)

Board member Centaur
Utveckling AB and
Papperskedjan AB

Giuseppe Donato*
Electrical Division
Born 1944
Employed since 1979
Shareholding in SKF: 
19 120 options1)

Phil Knights*
Service Division
Born 1948 
Employed 1987-1993
and since 1996
Shareholding in SKF:
2 100 and 15 483
options1)

Tore Bertilsson*
Group Finance, Group Purchasing
and Group Business Development
Born 1951
Employed since 1989
Shareholding in SKF: 
2 000 and 16 850 options1)

Board member SEB Fondinvest AB,
Ågrenska AB, Trygg-stiftelsen and
Momentum Maintenance Supply AB

   --
* member of the Group Executive Committee

1)  including call options and stock options

Sune Carlsson*
President and Chief
Executive Officer
Born 1941
Employed since 1998
Shareholding in SKF: 
5 000 and 526 442 options1)

Board member Atlas Copco
AB and Investor AB

Tom Johnstone*
Executive Vice President
AB SKF and President
Automotive Division
As of April 15, 2003
President and Chief
Executive Officer AB SKF
Born 1955
Employed since 1977
Shareholding in SKF: 
19 250 options1)
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M A N A G E M E N T

Kaj Thorén*
Aero and Steel Division 
Born 1944 
Employed since 1975 
Shareholding in SKF: 
5 051 and 11 560 options1)

Board member FlexLink AB,
Tradex Converting AB and 
The Association of Swedish
Engineering Industries. 

Lars G Malmer
Group Communication
Born 1943
Employed since 1974
Shareholding in SKF: 
1 200 and 11 560 options1)

Board member International
Council of Swedish Industries
and Chalmers Teknikpark

Carina Bergfelt
Group Legal
Born 1960
Employed since 1990
Shareholding in SKF: 
10 495 options1)

Bengt Olof Hansson
Group Quality & 
Human Resources
Born 1947
Employed since 1964
Shareholding in SKF: 
9 160 options1)

Henning Wittmeyer
Group Technology 
Development
Born 1942
Employed since 1971
Shareholding in SKF: 
9 960 options1)

Chairman Scandinavian 
Center of Maintenance 
Management
Board member the ProViking
research programme of the
Swedish Foundation for 
Strategic Research

Sten Malmström
SKF USA Inc.
Born 1943
Employed since 1973
Shareholding in SKF: 
1 027 and 9 960 options1)

Board member The Swedish-
American Chamber of 
Commerce and Manufacturers
Alliance/MAPI
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Amounts in millions of Swedish kronor unless otherwise stated 1996 1997 1998 1999 2000 2001 2002

Income statements
Net sales 33 589 36 922 37 688 36 693 39 848 43 370 42 430
Sweden 1 869 1 967 1 983 1 674 1 850 1 793 1 924

Operating expenses - 31 122 - 34 717 - 37 648 - 34 576 - 36 363 - 39 852 - 38 480
Other operating income/expense – net 407 799 - 928 403 182 104 40
Profit/loss in associated companies – - 55 - 111 – 7 12 32

Operating profit/loss 2 874 2 949 - 999 2 520 3 674 3 634 4 022
Financial income and expense, net - 462 - 843 - 1 064 - 751 - 672 - 514 - 480

Profit/loss before taxes 2 412 2 106 - 2 063 1 769 3 002 3 120 3 542
Taxes - 701 - 583 377 - 650 - 1 001 - 909 - 1 055

Profit/loss after taxes 1 711 1 523 - 1 686 1 119 2 001 2 211 2 487
Minority interest - 19 35 44 - 8 - 39 - 44 - 21

Net profit/loss for the year 1 692 1 558 - 1 642 1 111 1 962 2 167 2 466

Balance sheets
Intangible assets 1 261 1 291 2 239 1 829 1 545 1 678 1 418
Tangible assets 12 541 13 631 14 568 13 074 13 089 13 599 12 418
Long-term financial assets 1 063 1 185 1 084 1 114 1 404 1 814 1 762
Inventories 9 476 9 924 10 183 8 640 9 262 9 113 8 987
Short-term assets 7 627 8 599 8 757 8 483 9 116 9 306 8 868
Short-term financial assets 2 091 3 931 2 353 1 976 3 481 5 387 5 530

Total assets 34 059 38 561 39 184 35 116 37 897 40 897 38 983

Shareholders’ equity 11 310 12 588 10 932 11 367 13 594 16 224 16 365
Provisions for pensions and other postretirement benefits 6 030 6 171 7 139 6 478 6 746 7 044 6 076
Provisions for taxes 1 701 1 642 1 488 1 509 1 596 1 893 2 165
Other provisions 2 130 2 981 4 095 2 795 3 046 3 429 3 271
Long-term loans (including convertible loans) 4 846 6 538 4 842 4 753 4 263 2 830 1 777
Other long-term liabilities, including minority interest 362 359 455 477 561 667 635
Short-term loans 1 693 1 853 3 337 1 223 705 711 632
Other short-term liabilities 5 987 6 429 6 896 6 514 7 386 8 099 8 062

Total shareholders’ equity, provisions and liabilities 34 059 38 561 39 184 35 116 37 897 40 897 38 983

Key figures (in percentages unless otherwise stated)
Return on total assets 9.9 8.9 - 1.9 7.5 10.9 9.8 10.9
Return on capital employed 14.7 13.0 - 2.8 11.2 16.2 14.9 17.1
Return on shareholders’ equity 15.9 13.0 - 13.3 10.2 16.0 14.3 15.6
Operating margin 8.6 8.0 - 2.7 6.9 9.2 8.4 9.5
Profit margin 10.0 9.0 - 2.0 7.5 9.9 9.2 10.2
Turnover of total assets, times 0.99 1.00 0.97 0.98 1.08 1.07 1.06
Portion of risk-bearing capital 39.0 37.7 32.6 37.8 41.3 45.7 49.0
Equity/assets ratio 34.1 33.4 28.8 33.5 37.1 41.1 43.4

Investments and employees
Additions to tangible assets 2 710 2 664 2 148 1 230 1 388 1 403 1 442
Sweden 655 918 434 211 304 233 145

Research and development expenses 751 757 702 756 710 871 767
Patents - number of first filings 130 146 145 129 144 171 158
Average number of employees 42 451 41 863 44 958 40 747 39 557 37 636 38 609
Sweden 6 348 6 290 6 144 5 353 5 219 4 884 4 614

Number of employees registered at December 31 43 123 43 241 45 436 40 637 40 401 38 091 39 739
Salaries, wages and social charges 13 066 13 681 14 497 13 068 13 608 14 812 14 321
Sweden 2 464 2 480 2 697 2 317 2 360 2 375 2 243

     -                            
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Amounts in millions of Swedish kronor Full year Full year Full year
unless otherwise stated 2000 2001 1/02 2/02 3/02 4/02 2002

Industrial Division
External sales 8 800 9 965 2 493 2 513 2 339 2 397 9 742
Total sales 14 417 15 978 3 950 4 040 3 708 3 952 15 650
Operating result 1 675 1 662 376 430 360 456 1 622
Operating margin, % 11.6 10.4 9.5 10.6 9.7 11.5 10.4
Invested capital 6 832 6 970 7 235 6 815 6 740 6 583 6 583
Registered number of employees 10 645 10 343 10 567 10 457 10 455 10 449 10 449

Automotive Division
External sales 12 634 13 438 3 457 3 604 3 194 3 228 13 483
Total sales 13 976 15 022 3 831 3 979 3 553 3 567 14 930
Operating result 479 407 123 197 110 93 523
Operating margin, % 3.4 2.7 3.2 5.0 3.1 2.6 3.5
Invested capital 7 910 7 906 7 759 7 145 6 921 6 694 6 694
Registered number of employees 10 860 9 994 9 993 10 012 9 995 9 943 9 943

Electrical Division
External sales 1 765 1 941 492 503 459 478 1 932
Total sales 7 084 6 989 1 674 1 770 1 568 1 692 6 704
Operating result 465 314 75 112 97 143 427
Operating margin, % 6.5 4.5 4.5 6.3 6.2 8.5 6.4
Invested capital 3 564 3 563 3 118 2 975 2 983 2 920 2 920
Registered number of employees 7 086 6 637 6 596 8 119 8 082 8 072 8 072

Service Division
External sales 12 899 13 972 3 176 3 462 3 219 3 644 13 501
Total sales 14 096 15 552 3 539 3 858 3 582 4 053 15 032
Operating result 1 023 1 299 275 362 357 427 1 421
Operating margin, % 7.3 8.4 7.8 9.4 10.0 10.5 9.5
Invested capital 3 824 3 234 3 189 3 004 2 922 2 823 2 823
Registered number of employees 4 536 4 462 4 536 4 650 4 658 4 721 4 721

Aero and Steel Division
External sales 3 602 3 990 1 043 963 832 907 3 745
Total sales 6 400 6 638 1 733 1 629 1 404 1 559 6 325
Operating result 235 195 58 61 28 58 205
Operating margin, % 3.7 2.9 3.3 3.7 2.0 3.7 3.2
Invested capital 3 597 3 669 3 443 3 486 3 420 3 330 3 330
Registered number of employees 5 521 5 274 5 163 5 353 5 211 5 168 5 168

* Previously published amounts have been restated to conform to the current Group structure in 2002 and the new definition of invested capital.

The financial information per Division is based on SKF’s Management reporting, which in certain areas differs from the Group reporting. The
sum of operating results and invested capital for the Divisions therefore differs from the reported Group figures. Total sales are sales and deliveries
to external and internal customers. Invested capital is defined as the sum of Inventories, external Trade Accounts Receivable, other Short-term
Assets and Tangible Assets less external Trade Accounts Payable and other Short-term Liabilities.

     -                   ’  -          *
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Actuator

Actuators are used for positioning of linear motion and rotary
motion.

Aftermarket

Those customers, such as distributors, who buy bearings for
resale as spare parts.

By-wire technology

The integration of electronics into a system, such as the brake,
steering, gearshift and clutch in a vehicle to provide new levels 
of safety, performance and environmental compatibility.

Carbon dioxide  

A common gas with the chemical formula CO2. This gas is 
generated in various processes in nature and in combustion 
of most fuels. CO2 contributes to the global greenhouse effect.

Coolant  

Oil, emulsion or synthetic water solution for lubrication and 
cooling in turning and grinding operations on metal components.

EHS  

Environment, health and safety.

Elastomer

Synthetic rubber.

A complete SKF dictionary can be found at www.skf.com

Bearing

The function of a bearing is to minimize the friction between
moving machine parts and to carry a load. The majority of 
bearings nowadays are rolling bearings consisting of an inner 
ring, an outer ring, rolling elements (balls or rollers) and a cage 
separating the rolling elements. Most bearings are made of steel,
but other materials are also used, such as ceramics. In addition 
to rolling bearings, SKF produces spherical plain bearings, and 
magnetic bearings where friction is eliminated because the 
moving parts are separated by a magnetic field.

Seal

A seal is a steel or rubber component, which is used to separate 
a machine element from the outside world, to prevent contamina-
tion from getting in and lubricants from leaking to the outside. 
In a bearing, the seal is mounted between the outer and the inner
ring, or around the shaft outside the bearing. In certain applica-
tions, e.g heavily contaminated environments, the seal is crucial 
to the function of the bearing. Other kinds of seal include valve
stem seals, shock absorber seals and crank shaft seals.

Steel

The steel from which rolling bearings are produced is vital 
to the quality of the bearing. The precision of the analysis and 
freedom from inclusions are factors that are critical to the bear-
ing’s operational life. Ovako Steel produces among the cleanest
steels in the world.
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Ferroalloy  

Alloy containing iron and one or more other metals. Used as 
a raw material in steel mills for obtaining the desired composition
of the steel.

Gigawatt hour (GWh) 

One million kilowatt hours (kWh). Measure of electrical energy
quantity.

Global warming  

Increase in the average temperature world-wide, believed to 
be due to the greenhouse effect.

Greenhouse effect  

The effect of certain gases when reaching the atmosphere 
to cause a reduction of heat radiation from the earth, thereby 
probably causing global warming.

Grinding swarf

Debris from grinding operations. Contains particles from the
ground component and the grinding wheel, and some of the
coolant used.

Hydrocarbon

Compound consisting mainly of hydrogen and carbon, often 
of fossil origin. Examples: oil and natural gas.

Landfill

Designated area for disposal of waste.

Life-cycle analysis  

Systematic analysis of all environmental impacts of a product
during its entire life cycle, i.e. from raw material to end-of-life
product recovery or disposal.

Lime  

Calcium oxide. Produced from limestone (common mineral) and
extensively used as a slag forming agent in the steel industry.

Linear products

Precision manufactured components, units and systems for linear
movements.

Liquefied Petroleum Gas (LPG)

Propane, butane or similar hydrocarbon gas, usually compressed
to liquid form.

Lubricant  

Grease, oil or other substance to facilitate the motion of surfaces
relative to each other, e.g in a bearing.

Mechatronics

The term is a blend of mechanics and electronics. A cross-
disciplinary combination of mechanics, electronics, electrical
engineering and computing – in essence the use of micro-
electronics to control mechanical devices.

OEM customers

(Original Equipment Manufacturers). Those customers who buy
bearings to use them in their own products, e.g manufacturers 
of cars, household appliances, machines etc.

Remediation  

Clean-up and restoration of a contaminated site.

Residual product  

Other product than the main product from a production process.
It may or may not have a net value. Residual products without a
positive net value are wastes.

Sensor

Electric transmitter that registers angular position, speed, 
temperature, vibration etc. Integrated in more and more 
applications.

SKF Explorer

SKF Explorer is a new performance class of rolling bearings that
provide a substantial improvement in key operational parameters
relevant to the bearing type and its typical applications.

Superfund site  

Old landfill or plant site in the United States with soil or ground-
water contamination, subject to a remediation program according
to a federal law. Remediation funding is provided by those who
contributed to the contamination.
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Financial information and reporting

AB SKF will publish the following financial reports in 2003

Year-end report for 2002 January 28

Annual Report 2002 March 14

First-quarter report 2003 April 15

Half-year report 2003 July 14

Nine-months report 2003 October 14

The reports are available in Swedish and English. New shareholders 

are asked what information they wish to receive from the company.

Reports can also be ordered from

SKF Investor Relations

Anna Alte

SE-415 50 Göteborg

Sweden

tel +46 31 337 19 88, fax +46 31 337 17 22, e-mail skf.ir@skf.com

The financial reports are also published on SKF’s homepage on the

Internet, www.skf.com (Investor relations/Reports/Reports archive). 

A subscription service for press releases and interim reports is available

on the homepage under News Centre/Subscription.

In accordance with US rules, AB SKF files an annual report on Form 20-F

with the US Securities and Exchange Commission.

Contact persons: 

Lars G Malmer 

Senior Vice President Group Communication 

E-mail: lars.g.malmer@skf.com 

Marita Björk 

Head of Investor Relations 

E-mail: marita.bjork@skf.com 

www.skf.com/investors

SKF Group Headquarters 

SE 415 50 Göteborg 

Sweden 

Telephone: +46 31 337 1000 

www.skf.com

Michael Abbott

Director of Group Environmental Affairs 

SKF (U.K) Limited 

Sundon Park Road 

Luton LU3 3BL 

England 

Telephone: +44 1582 496 388 

E-mail: mike.abbott@skf.com 

Annual General Meeting

The Annual General Meeting will be held at SKF Kristinedal, 

Byfogdegatan 4, Göteborg, Sweden, at 3 p.m. on Tuesday, April 15, 2003.

For the right to participate in the meeting, shareholders 

must be recorded in the shareholders’ register kept by VPC AB by 

Friday April 4, 2003; and

must notify the company before 12 noon on Wednesday April 9, 2003

by letter to 

AB SKF 

Group Legal 

SE-415 50 Göteborg 

Sweden 

or by fax +46 31 337 16 91 or by tel +46 31 337 29 00

When notifying the company, preferably in writing, this should include

details of name, address, telephone number, registered shareholding

and advisors, if any. Where representation is being made by proxy,

the original of the proxy form shall be sent to the company before the

date of the meeting. 

Shareholders whose shares are registered in the name of a trustee

must have the shares registered temporarily in their own name in order

to take part in the meeting. Any such re-registration for the purpose of

establishing voting rights shall take place by Friday April 4, 2003. This

means that the shareholder should give notice of his/her wish to be

included in the shareholders’ register to the trustee in plenty of time

before that date. A re-registration fee will normally be payable to the

trustee. 

Payment of dividend

The Board of Directors proposes a dividend of SEK 8.00 per share for

2002. April 22, 2003, is proposed as the record date for shareholders 

to be entitled to receive dividends for 2002. Subject to acceptance 

by the Annual General Meeting, it is expected that VPC AB will send 

out notices of payment on April 25, 2003.

Topics available on the Internet at

http://investors.skf.com/ri2/ 

– SKF Articles of Association 

– SKF Code of Conduct 

– SKF production sites 

– Environmental performance data

– Social performance data 

– Zero Accidents Award winners 

– Compliance with GRI Guidelines 

Evolution, SKF’ business and technology magazine,

www.evolution.skf.com



ABOUT THIS REPORT

This is the first Annual Report by the SKF Group

to integrate financial and sustainability perform-

ance data. SKF issued a separate environmental

report in 1994, to emphasise the importance 

of this area to the Group’s internal and external

stakeholders. However, environmental and 

sustainability issues are so embedded in all 

SKF operations that an integrated report on the

Group’s activities has now been compiled.

The reporting period is January – December 2002.

The financial section of the report encompasses

all units within the Group. The section on 

environmental performance covers the activities 

of the Group’s manufacturing and distribution units,

and technical and research centres. Sales units are

included where they are on the same site as a

manufacuring or distribution unit. Separate sales

offices are excluded due to their minor environ-

mental impact. Joint ventures are included where

SKF has management control. The section Social

Performance relates to SKF manufacturing units,

distribution centres, technical and engineering

centres, and those units providing installation and

maintenance services to customers.

Transparency of information

The financial data in this report has been verified

externally and submitted to a full external audit.

The Auditor’s Statement can be found on page

54. The sustainability data has been verified 

externally and submitted to a limited external

review. The Statement of Limited Review is on

page 79. The environmental management system

and issues regarding health and safety are subject

to internal auditing by the Group.

Choice of report formats

SKF has for some years issued its Annual Report

and Environmental Report both as printed publi-

cations and in electronic form on the Internet. 

The SKF Annual Report 2002 is available in two

distinct formats: a printed report summarising the

Group’s financial and sustainability performance;

and an Internet version which provides links to

further information, including the sustainability

performance data for the individual units. The

Internet address for this further information is 

given on page 88.
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Tom Johnstone President and CEO 

of AB SKF as of April 15, 2003.

Tom Johnstone was born in Scotland 

and is a graduate of Glasgow University. 

He joined SKF in 1977. He has thereafter

held a number of managerial positions 

in sales and marketing within the Group. 

In 1996 Tom Johnstone was appointed

President, Automotive Division and in 1999

he was appointed Executive Vice President

of AB SKF.

Production: admarco.com, Falkenbergs tryckeri. Photo: Bertil Strandell, Håkan Ludwigson and others.
Environmental friendly printing.
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Key data 2002 2001 2000

Net sales, MSEK 42 430 43 370 39 848

Operating profit, MSEK 4 022 3 634 3 674

Profit before taxes, MSEK 3 542 3 120 3 002

Earnings per share, SEK 21.67 19.04 17.23

Dividend per share, SEK 8.00 * 6.00 5.25

Cash flow after investments, MSEK 2 644 4 271 2 880

Return on capital employed, % 17.1 14.9 16.2

Equity/assets ratio, % 43.4 41.1 37.1

Additions to tangible assets, MSEK 1 442 1 403 1 388

Registered number of employees, Dec 31 39 739 38 091 40 401

Number of shares Dec 31 2002: 113 837 767 whereof A Shares: 32 383 377, B shares: 81 454 390

* Dividend according to the Board’s proposed distribution of surplus.




