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The year in brief

The company’s total operating revenues for
the full year was NOK 958.6 million (386.5).
Of the total, NOK 818.1 million (185.6)
derived from low-fare operations.

The profit before depreciation and leasing
costs (EBITDAR) for the year was NOK 55.4
million (-33.7). The operating profit before
depreciation (EBITDA) was NOK –23.8 million
(-68.0) for the overall activity. The profit
from the low-fare operations (EBITDA) was
NOK –55.2 million (-49.3).

The company returned a result before tax for
the year of NOK –59.0 million (-71.7). 

After taxes, the company reported a loss of
NOK –42.7 million (-51.9) for the year.

Earning per share was NOK –4.05 (-7.50),
and equity per share was NOK 15 (9).

The Board proposes no dividends for 2003.

In the course of the year, our low-fare
operation network expanded from four to 18
services, six of which were to international
destinations.

All flights with Fokker F-50s were
discontinued at year’s end, and when the
company has been a pure low-fare carrier
with a uniform fleet of Boeing 737-300
aircraft. The company is presently concluding
negotiations for sale of owned Fokker F-50
aircraft. During the year, the book value of

these aircraft has been written down by NOK
24.3 million in total. The company has
received a restructuring allowance (net NOK
36.2 million) in connection with conclusion of
the contract flights for Braathens on Norway’s
west coast. 

On 18th December, the shares in Norwegian
Air Shuttle ASA were listed on the Oslo Stock
Exchange, following the acquisition of NOK
250 million in a public issue. There was a
great interest for the share, also from
international investors, and the issue was
over-subscribed seven times to a value of
NOK 1.75 billion.
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Key figures (NOK 1000)
Total for company 2003 2002
Operating revenues 958 613 386 483
EBITDAR 55 441 -33 698
EBIT -58 190 -73 786
EBT -59 017 -71 749
Earnings per share -4,05 -7,50

Low-fare operations 2003 2002 
1)

Operating revenues 818 109 185 628
EBITDAR 14 129 -37 087
EBITDA -55 183 -49 316
ASK (millions) 1 149 248
RPK (millions) 718 130
Load factor 62 % 52 %
Passengers carried 1 234 547 300 901
Internet sales 44 % 20 %
Destinations served 2) 18 4
Aircraft operated 2) 8 7
1) Commencement of low-fare flights 1st September 2002
2) At year’s end

Drawing by Magnus Helgesen, 8 years
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Dear shareholders

When Norwegian started its low-fare
operations just over 18 months ago, Norway
was probably the country in the world with
the most expensive air fares. In Norway
many people are required to get around
quickly and efficiently, hence our vision
statement: "Affordable air-fares for every-
one". During the months that Norwegian has
been in the market, prices have dropped to
half, and we can truly say that we are on the
path to achieving our vision. 

It is easy to fly with low fares, but more
difficult to fly with low costs. We started with
a well-trimmed company but naturally with a
low utilisation of capacity. Our strategy has
been to utilise our capacity better. During the
year we therefore initiated 14 new routes and
with the addition of just one aircraft we were
able to increase production by 82 per cent.

In the final quarter of 2002 we carried
235,000 passengers. In the final quarter of
2003 we carried 427,000 – an increase of 82
per cent. We have pursued our strategy of
utilising our aircraft during peak periods in
Norway, and scheduling flights to the major
cities of Central Europe in the middle of the
day. Services to attractive holiday desti-
nations are reserved for weekends. Our goal
was to balance the accounts for one quarter
in the first year, and in the fourth quarter
2003 the low-fare operations showed a
break-even result (EBITDA). 

We have experienced an temendous growth
in the number of passengers during 2003.
Our competitors have made major cuts in
fares, and now sometimes fly at far below
cost. Their goal is to prevent Norwegian
becoming an established carrier in the
business. Passengers have often been able to
fly at very low fares – which we think is a
good thing – but the yield pressure has been
greater than we anticipated. 

We believe that although pressure on the
yield will continue during 2004, we can
absorb this by cutting costs significantly.
During the first quarter 2004 we will expand
the fleet to 11 aircraft. This will enable us to
increase production by roughly 80 per cent in
the year, when other new routes will be
introduced, and we will be the
comprehensive low-fare carrier from Norway
to the major holiday destinations in Europe. 

This production increase will bring the seat
costs per available seat kilometre (ASK)
down 26-30 per cent in the second to fourth
quarter 2004, compared with the 2003 year

end figures. The aim is to adjust to pressure
on the yield. A massive growth in volume is
the only way to drive down unit costs quickly
when your starting point is a well trimmed
company.

Since our foundation, we have focused on
building a strong brand. In only 16 months of
operation we were heralded as Norway’s
"Business of the Year" and took second place
after the Salvation Army in the good name
poll. Surveys show that we are the clear
leaders in giving the best value for money to
customers. We are very proud to receive
these distinctions. 

In a very short time, we have thus succeeded
in building a strong brand and this is
important for our future prospects. We have
a positive view on the future, but we have to
be prepared for the arrival of a competitor in
the domestic market, who following the
merger, will hold the absolutely predominant
role in the market and if permitted to reduce
fares to far below cost, can certainly make
life difficult for Norwegian. What we do have
is a significantly lower cost base and – thanks
to the well-received share issue and stock
listing – a far stronger capital base.

We are the only low-fare carrier in Norway.
We can learn from other successful
companies, but we still need to define our
own path of success.

Norwegian has strongly motivated and
professionally skilled employees, both on the
ground and in the air. It is these people who
make the organisation and make Norwegian
what it is. With so much excellence I am
convinced that Norwegian has a strong role
to play in the future.

Fornebu, 23 March 2004
Bjørn Kjos
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Vision and goals

Norwegian Air Shuttle ASA has a
straightforward business concept: provide
efficient operations and low fares "Affordable
air-fares for everyone". Low airfares can be
expected to improve people’s private
economy and the social opportunities, make
Norwegian businesses more competitive, and
generally boost community development.
The company’s ambition is to be the pre-
ferred carrier for people living in Norway. We
aim to achieve this by providing competitive
schedule services, securing lower air-fares
than our competitors, and delivering quality
services at relevant times and destinations.  

In order to realise the company’s business
concept and ambitions, the organisation is
evolving around certain core values: direct-
ness, simplicity and relevance. Norwegian

has a flat organisational structure, which
means our decision processes are simple and
direct. The company facilitates leadership
processes that enable us to always react
quickly with the right response. Work in our
organisation is a matter of focus, interaction
and goal-orientation, and we strive for an
open and direct dialogue with a focus on real
change. 

To ensure a high degree of business
relevance the company’s structure and
organisation has been built from the ground
up with the aim to evolve strategic
capabilities that result in low costs and high
efficiency in how we apply the company
resources. We will actively seek outsourcing
of activities with little strategic relevance to
company operations. 

Organisation

Leadership

The chart below shows
the organisational
structure of Norwegian.

Staff

At year end the company had a staff of 374,
representing 351 man-years. 67 per cent of
these are involved in flight operations and
technical services, such as personnel, cabin,
flight operation, administration, main-
tenance. The table below shows staff
statistics for the year.

Resulting from the company’s continuing
expansion plans in the Norwegian market to
increase fleet size by three to a total of 11
Boeing 737-300 aircraft, the air operations
staff will increase in 2004.

Function 31.12.03 31.12.02
Operations – Pilots 85 93
Operations – Cabin staff 112 99
Operations – Administration 17 16
Technical 36 31
Commercial 1) 95 71
Administration 29 10
Total 374 320
1) Including Call Centre

OperationsCommercial

Chief Executive Officer
Bjørn Kjos

Org. Development
Ola Krohn-
Fagervoll

Information
Anne Grete
Ellingsen

Finance
Frode E. Foss

IT
Hans-Petter

Aanby

Ground Handling
Daniel Skjeldam

Technical
Sverre Christensen

Operations
Roy Westby

Quality & Safety
Hans Herdahl

Route Portfolio
Stig Halle Willassen

Market
Carl Størmer

Revenue Mgt
Birthe Ottem

Sales
Lars Sande
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Operational and market
developments

Route Portfolio

The key factors shaping the development of
Norwegian’s route portfolio have been the
following: 

• Service the large point-to-point markets 
in and out of the major Norwegian towns
that have been either overpriced or 
underserved

• Be the first low-fare airline on new routes
where only established carriers have 
offered flights

• Develop small markets by the 
introduction of the low-fare concept

• Offer attractive services for 
holiday makers and business travellers

• Maximise utilisation of fleet to reduce 
operating costs per seat

• Constant adjustment of product and 
services to match occasional and 
permanent fluxes in demand.

During 2003, Norwegian has carried
1,234,547 passengers with the low-fare
operations. The passenger volume has varied
throughout the year, with the first quarter as
the weakest period. From the second quarter
on, there has been an increase in traffic. In
addition to seasonal fluctuations, passenger
volumes are also influenced by the gradual
expansion of Norwegian’s service network.

During the brief months the company has
been engaged in low-fare operations, we
have consolidated our position in our
domestic market. By year end 2003 the
carrier could return a market share of 22-25
per cent on the most frequented domestic
routes (Oslo to Bergen, Trondheim,
Stavanger and Tromsø). 

Company revenues

Throughout the year the company has
significantly expanded its operations, and
thereby increased production capacities and
improved utilisation of the fleet.

The company’s total production (Available
Seat Kilometres, ASK) increased by 82 per
cent from the fourth quarter 2002 until the
fourth quarter 2003. Keeping pace with this
expansion, aircraft utilisation has increased
from roughly 360 to roughly 490 hours per
quarter per aircraft. Passenger traffic
(Revenue Passenger Kilometres, RPK) during
the same period increased by 145 per cent,
resulting in an increased load factor
(RPK/ASK) of 18 per cent from the fourth
quarter 2002 until the same quarter 2003. At
year end the company is operating with a
load factor of 71 per cent. The chart below
shows the development of ASK, RPK and load
factor during the five quarters of the low-fare
operations. 

The yield (operating revenue / RPK) has been
declining since start-up, mainly due to the
expansion in 2003 and new and longer
routes, which has increased the average
sector length. Price competition on the
Norwegian domestic market and abroad has
also had an impact on the yield. We can also
expect seasonal variations in the third
quarter and July, with increased holiday
traffic and less business travel, which in turn
means longer average sector length. The
same goes for the period before Christmas
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aircraft in 2004, the company has employed new
pilots and cabin crew, who will start working in the
first quarter of 2004.

In 2003, the company was in a start-up phase
with a lot of recruitment. The turnover of 2.62 %
is very low. The company has implemented an
action plan for health, safety and the environment
focusing on preventative action to avoid absence
due to illness and the working environment. In
2003, a company health service was set up and
we entered into an agreement with the National
Insurance Service’s Centre for Inclusive Employ-
ment. Total absence due to illness in 2003 was
5.99 %, compared with 4.8 % in 2002. 

Of the company’s employees, 55.3 % are male
and 44.7 % are female. Among the pilots, men
constitute the majority, while the majority of the
cabin crew are women. Most of the employees
have agreements linked to the individual employ-
ment categories and are paid equally in
accordance with the tariffs. Clerical staff and the
top management are paid according to a system
based on the degree of responsibility and
qualifications required for the individual post. Men
and women are paid on the basis of the same
conditions. The company has a conscious staffing
policy to ensure the employment of people of both
sexes and of different age. 

The company’s activities are inherently energy-
consuming and also entail discomfort in the form
of noise. However, our fleet is in a condition and of
a standard that means that the environmental
impact is within all the norms for air traffic. 

The Board of Directors is of the opinion that the
company has implemented all the instructions that
are necessary to limit pollution of the external
environment and indoor climate.

Aircraft safety and emergency pre-
paredness

There were no incidents that entailed a major risk
in 2003. The company has had incidents that has
been reported to the aviation authorities. These
were incidents that are routinely reported in
accordance with guidelines laid down in the
aviation regulations.

The company was founded more then ten years
ago and has not had any serious accidents or
incidents that have entailed injury to passengers
or crew. No work accidents on the ground have
been registered that have entailed major injury or
disability. We regard a proactive attitude regarding
prevention of accidents and incidents as
paramount. Aircraft safety is ensured through the
training programmes that all the crew members
have to take on employment and the annual
training programmes with tests and qualification

requirements. All programmes, tests and qualifi-
cation requirements have been approved by the
Civil Aviation Authority. 

Similarly, aircraft safety is also promoted through
our stringent aircraft maintenance and inspection
programme in accordance with the manufacturer’s
recommendations and the Civil Aviation
Authority’s approval. The company invests actively
in measures and equipment that promote aircraft
safety.

All training is directly aimed at aircraft safety and
prevention of accidents and near accidents. A
useful tool in this context is the reporting system
that the flight crew use to report non-conformities
so that the company’s management is made
aware of these incidents and can take the
necessary preventative measures to avoid
undesired incidents. 

The company’s pilots and the aircraft (Boeing 737-
300) are approved for instrument approach
procedures in CAT II/IIIA conditions (low
visibility), like other airlines. This type of approval
requires special training and follow-up program-
mes. The company does this as part of the two
annual flight-simulator training sessions that the
pilots have to attend each year. 

The Board of Directors

At the Annual Shareholders Meeting on 14 May
2003, the number of members on the Board of
Directors was changed to six members, of which
two represented the employees. Two board
members, including the chairman, resigned of
their own free will at the meeting. Former board
member Brynjar Forbergskog was elected chair-
man of the board at the board’s initial meeting. At
an extraordinary shareholder’s meeting on 24
November, two new members were elected to the
Board of Directors, one of whom replaced a former
board member. They joined the board on 18
December, and now the board consists of seven
members, of which two represent the employees.
At the extraordinary Shareholders’s Meeting held
on 24 November, it was decided to dissolve the
corporate assembly and instead increase the
number of employee representatives to three. 

The Shareholder’s Meeting has required a special
election committee which is responsible for
nominating board members, who are then elected
at the Annual Shareholder’s Meeting.

Comments to the Income Statement

The total operating revenue for the year was NOK
958.6 million in 2003, compared to NOK 386.5
million in 2002. In 2003, the company had total
expenses of NOK 1016.8 million, resulting in an
operating loss (EBIT) of NOK 58.2 million in 2003.



Annual report 2003Norwegian Air Shuttle ASA12 [Translation from the original Norwegian version]

The result before tax was a loss of NOK 59.0
million. The result after tax for 2003 was a loss of
NOK 42.7 million, after the accounts were credited
with the positive tax costs of NOK 16.3 million. 

The strong growth (148 per cent) in the
company’s revenues compared to 2002 is linked to
the start of the low-fare operations in 2002 and
the major expansion throughout the whole of
2003. Similarly, the increase in the company’s
operating expenses (121 per cent) is due to the
expansion of the low-fare operations.

The low-fare operations had a loss for the year of
NOK 55.2 million before depreciation (EBITDA).
The financial development was positive through-
out the year, and in the fourth quarter, the low-
fare operation showed a break-even result.
Developments in traffic (RPK) have been above
expectations and increased by 84 per cent
compared to 2002 (2002 annualised), at the same
time as the load factor has increased by 10
percentage points compared to 2002. The yield
was reduced by 20 per cent from NOK 1.43 in
2002 to NOK 1.14 in 2003. This yield reduction is
connected to the expansion in 2003, increased
average sector length and fiercer competition in
the market.

Distribution costs were rationalised greatly during
the year and have been reduced by 47 per cent
compared to the fourth quarter of 2002. Similarly,
cost per ASK has been reduced significantly in the
course of the year, also as a result of the
expansion and better utilisation of production
capacity. Cost per ASK was reduced by 20 per cent
from NOK 0.95 per ASK in 2002 to NOK 0.76 in
2003. 

The Fokker F-50 operations in northern Norway
showed a poor development during the nine
months of operation and contributed to a total loss
for the year (EBITDA) of NOK 17 million. The
Company’s three Fokker F-50 aircraft that it owns,
have been written off with a total of NOK 24.3
million in 2003. 

During 2003, the company terminated the
contract operations for Braathens in western
Norway. Termination of operations in western
Norway and the restructuring compensation for
this received from Braathens were recorded as
revenue at the end of the first quarter of 2003.
Correspondingly, the calculated restructuring
expenses were recognised as costs on expiry of
the contract in the first quarter. The allowance
represented a net contribution of NOK 36.2
million, entered in the accounts in 2003.

Staffing costs have increased by 67 per cent
during the year, which is linked to the appointment
of new administrative and operative staff as a
result of the expansion of the low-fare operations

(the number of employees increased from 198 to
341, i.e. by 72 Per cent). Flight personnel linked to
the Fokker F-50 flights have gradually been
transferred and converted to the low-fare
operations, in keeping with the expansion.

Depreciation cost was NOK 10.1 million, related to
fixed assets and intangible assets, of which the
latter includes the company’s back-office system
and branding of the trademark Norwegian.

Comments on the balance sheet 

Assets 
The company’s total assets have increased by 138
per cent from NOK 220.4 million to NOK 524.5
million in 2003. Much of this increase is linked to
the share issue carried out in December 2003,
where NOK 235.1 million in net issue proceeds
was injected into the company. 

The increase in intangible assets is linked to the
development of computer systems such as the
Back-Office systems and e-tickets. Fixed assets
have been reduced due to the fact that the
recorded value of the three owned Fokker F-50s
has been written down by NOK 24.3. The write-
down is a result of negotiations on the sale of the
aircraft, which have been underway since the third
quarter of 2003, and reflects the market value.
There has also been an increase in operating
equipment, fixtures, fittings, etc. as a result of the
company’s growth and expansion.

Long-term receivables linked to deposits on
aircraft with operational leases have been
adjusted according to the exchange rate on the
balance sheet date.

Accounts receivable from customers have
increased by 189 per cent to NOK 56.9 million,
which is connected to the company’s growth,
increased trade and sales on over 24 available
routes (there were four routes in 2002). 

At the end of the year, the cash reserve was NOK
314 million, including proceeds from the share
issue. The company’s liquidity position is satis-
factory with positive working capital.

Equity 
The share capital grew by NOK 192 million to NOK
264 million as a result of the share issue of NOK
234 million and the result for the year, which was
a loss of NOK 43 million. The company has an
equity ratio of 50 per cent. The return on equity
for the year was -16 per cent, compared to -73 per
cent in 2002.

Liabilities 
Of the total liabilities, long-term liabilities of NOK
20.7 million are linked to financial leasing
agreements. In accordance with regulation and
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generally accepted accounting principles, the fu-
ture leasing commitment has been posted to the
balance sheet. Leasing payments are accounted
for as interest expense and debt repayment.

The increase in provisions for periodic mainte-
nance is linked to the increased production and
the fact that the company’s maintenance
programme will only start drawing on the
provisions to any significant extent in 2004. 

Short-term liabilities have grown by NOK 90.1
million to NOK 197.5 million in 2003. This increase
is the result of the company’s expansion and near
double production compared with 2002. Air traffic
settlement liabilities have increased as a result of
the advance sales of 24 routes compared with four
routes in the corresponding period in 2002.  

Comments on the cash-flow state-
ment

The company received NOK 61.5 million from
operational activities compared to NOK -4.5
million in 2002. Total investments were NOK 28.6
million, which was considerably lower than in the
start-up year 2002. Cash-flow from financing
activities was NOK 218.0 million after the share
issue and repayment of long-term debts (financial
leases).

Dividends

In 2003, the company reported a negative result.
In view of the objective for the share issue to
strengthen the financial position and the general
development in competition in the airline industry,
the Board of Directors therefore proposes that no
dividends be paid for the fiscal year 2003.

Prospects for 2004

The company had positive developments in
passenger-traffic in January and February,

although the yield was somewhat lower than in
the fourth quarter of 2003. The yield pressure is
partly due to increased competition. In addition,
the company’s distribution of free tickets to
celebrate its first year of operations contributed to
a lower yield during this period. 

Norwegian will continue to expand in 2004 and as
of April production will increase significantly with
the introduction of three new aircraft that will be
put in operation. This will bring the fleet to a total
of 11 aircraft. This expansion will also allow even
better utilisation of the fleet and crew and will help
reduce costs per ASK. During the first quarter of
2004, the company has introduced several new
destinations and plan to introduce 12 new services
at the beginning of the second quarter.

On 1 March, 6 per cent VAT was introduced on
domestic passenger transport, with a correspon-
ding 24 % allowance for incoming VAT. This entails
that the company will have the right to deduct
incoming VAT on purchases of taxable goods and
services. This right will counteract the distortion of
competition that has existed between airlines that
produce their own support services and those that
outsource them, which was to Norwegian’s
disadvantage.

Pursuant to section 3-3 of the Accounting Act, the
Board of Directors confirms that the financial
statements have been prepared on the principle of
going concern. This assessment is rooted in the
company’s strategy, financial situation and current
budgets.

Allocation of the loss for the year

The Board of Directors proposes that the
company’s loss for 2003 of NOK 42,745,964 be
covered by the share premium reserve.

____________________________
Brynjar Forbergskog

(chairman)

____________________________
Erik G. Braathen

____________________________
Berit Slåtto Neerbye

____________________________
Bjørn Kjos

(chief executive officer)

____________________________
Bjørn Kise

____________________________
Ole Robert Reitan

____________________________
Halvor Vatnar

(employee representative)

____________________________
Georg Salte

(employee representative)

Fornebu, 23 March 2004.
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INCOME STATEMENT

NOK 1 000 2003 2002 2001
NOTE OPERATING REVENUES AND OPERATING EXPENSES

2 Revenues 922 424 386 483 177 108
20 Restructuring compensation 36 189

Total operating revenues 958 613 386 483 177 108

3 Operational expenses 745 421 298 736 93 843
4,12 Salaries and other personnel expenses 180 001 107 853 66 037
5,6 Depreciation and amortization 10 098 5 805 3 828
6 Asset impairment write-down 24 270

Other operating expenses 57 012 47 874 8 631

Total operating expenses 1 016 803 460 269 172 340

Operating profit -58 190 -73 786 4 768

FINANCIAL REVENUES AND FINANCIAL EXPENSES

Interest income 2 966 1 408 717
Interest expense -782 -1 034 -804
Other financial items -3 011 1 663 -198

Net financial items -827 2 037 -285

Ordinary profit before taxes -59 017 -71 749 4 483

14 Tax on ordinary profit -16 271 -19 889 1 275

Ordinary profit  -42 746 -51 860 3 209

Profit for the year -42 746 -51 860 3 209

11 Earnings per share -4,05         -7,50         0,62          
11 Diluted earnings per share -4,05         -7,50         0,62          

Norwegian Air Shuttle ASA
Income Statement
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NOK 1 000 2003 2002 2001
NOTE ASSETS

Fixed assets
Intangible assets   

5 Other intangible assets 19 639 11 135
14 Deferred tax asset 43 340 21 283 1 395

Total intangible assets 62 980 32 418 1 395

6 Tangible assets
Buildings 424 150
Airplanes 24 667 35 364
Installations on leased airplanes 2 761 1 315 1 008
Spare parts 4 248 9 383 9 197
Equipment and fixtures 17 881 9 897 2 674

Total tangible assets 49 557 56 383 13 029

Financial fixed assets
Investment in shares 170

8 Other long term receivables 13 868 14 354 22

Total financial fixed assets 14 038 14 354 22

Total fixed assets 126 575 103 155 14 446

Current assets

7 Inventory 2 435 8 823 7 428

Receivables
Accounts receivable 56 850 19 669 7 688

18 Other receivables 24 590 25 490 2 883

Total receivables 81 439 45 159 10 571

17 Cash 314 036 63 237 7 871

Total current assets 397 911 117 219 25 870

TOTAL ASSETS 524 486 220 374 40 316

Norwegian Air Shuttle ASA
Balance Sheet per 31 December

BALANCE SHEET
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NOK 1 000 2003 2002 2001
NOTE EQUITY AND LIABILITIES

Equity
Paid-in equity

9,10 Share capital 1 809 790 400
10 Share premium reserve 261 724 70 367

Total paid-in equity 263 532 71 157 400

Retained earnings
10 Other equity 6 718

Total retained earnings 6 718

Total equity 263 532 71 157 7 118

Liabilities
Provisions

12 Pension liabilities 16 708 2 365 608
15 Provision for periodic maintenance 26 067 7 363 679

Total provisions 42 775 9 729 1 288

Other long term liabilities
13,16 Other long term liabilities 20 652 32 050

Total long term liabilities 20 652 32 050

Short term liabilities
Accounts payables 57 676 44 625 4 665
Air traffic settlement liabilities 69 604 24 470
Taxes payable 3 064
Public duties payable 13 738 11 529 5 202
Other short term liabilities 56 509 26 815 18 978

Total short term liabilities 197 526 107 438 31 910

Total liabilities 260 953 149 216 33 198

TOTAL EQUITY AND LIABILITIES 524 486 220 374 40 316

Norwegian Air Shuttle ASA
Balance Sheet per 31 December

____________________________
Brynjar Forbergskog

(chairman)

____________________________
Erik G. Braathen

____________________________
Berit Slåtto Neerbye

____________________________
Bjørn Kjos

(chief executive officer)

____________________________
Bjørn Kise

____________________________
Ole Robert Reitan

____________________________
Halvor Vatnar

(employee representative)

____________________________
Georg Salte

(employee representative)

Fornebu, 23 March 2004.

BALANCE SHEET
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NOK 1 000 2003 2002 2001
   CASH FLOWS FROM OPERATING ACTIVITIES:

Ordinary profit before taxes -59 017 -71 749 4 483
Taxes paid -3 064 -3 213
Depreciation, amortization and write-down 34 368 5 805 3 828
Pension expense without cash effect 14 343 1 757 1 821
Effect of currency translations -1 942
Gain/loss on sales of fixed assets 361 1 332
Change in inventories, accounts receivables and payables -25 812 26 583 -2 733
Change in air traffic settlement liabilities 45 134 24 470
Change in other current assets and current liabilities 52 121 13 596 2 135

Net cash flows from operating activities 61 498 -4 544 7 654

   CASH FLOWS FROM INVESTEMENTS

Paid deposits 964 -14 350
Payments of investements in tangible assets -18 232 -11 209 -5 292
Payments of investments in intangible assets -11 199 -11 285
Payments from investments in financial fixed assets 18
Payments of investments in financial fixed assets -170 -6 763

Net cash flows from investements -28 637 -36 826 -12 055

   CASH FLOWS FROM FINANCIAL ACTIVITIES

Down payments of long term liaibilities -11 397 -6 263
Payments from new short term liabilities 7 729
Net change in bank overdraft -10
Paid-in equity 229 335 102 999

Net cash flows from financial activities 217 938 96 737 7 719

Translation adjustments

Net change in cash and cash equivalents 250 799 55 366 3 317
Cash and cash equivalents per 1 January 63 237 7 871 4 554

Cash and cash equivalents per 31 December 314 036 63 237 7 871

Norwegian Air Shuttle ASA
Cash Flow Statement

CASH FLOW STATEMENT
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Note 1 Accounting principles

Norwegian Air Shuttle ASA

Notes to the financial statements 2003

The annual accounts have been prepared in accordance with the Norwegian Accounting Act and Generally Accepted
Accounting Principles in Norway. 

The preparation of the accounts require the use of estimates and assumptions that have an effect on the values
reported. The final values reported may deviate from these estimates. This is particularly the case in the airline
industry, when it comes to reconciliation and accounting for Interline agreements. The Company's involvement in
interlining have been closed at the end of 2003 as the Fokker F-50 operations were terminated. Delays in the
implementation of IT systems have caused greater than expected use of estimates and manual reconciliations in the
first months of the year. At the end of the third quarter, these systems are finalized and used in daily operations. The
Company now uses estimates and assumptions as normally can be expected when preparing the accounts.

The company was demerged in the spring of 2002 with accounting effect from 1 January 2002. Norwegian Air Shuttle
Holding AS (now re-named to Lufttransport Holding AS) was separated from the activities of the Company, and the
Company continues as a pure operator. The demerged elements were the shares in Lufttransport AS and Lufttransport
Svenska AB as well as leasing contracts for three Fokker F-50 aircrafts. The leasing contracts were signed with Elcon
Finans AS. These leasing contracts were later transferred from Norwegian Air Shuttle Holding AS back to Norwegian Air
Shuttle ASA. The demerger was carried out in accordance with the pooling of interest method. 

Principles for the classification of assets and liabilities
Assets that the Company intends to own or use permanently are classified as fixed assets. All other assets are
classified as current assets. Receivables due for payment within 12 months are classified as current assets. The
equivalent criteria are applied to the classification of current liabilities and long-term liabilities.

Fixed assets are valued at acquisition cost. If the actual value of fixed assets is lower than their book value, and the
decline is expected to be permanent, the book value is written down. Fixed assets with a finite economic life are
depreciated on a linear basis over their expected economic life.

Current assets are valued at the lower of acquisition cost and current value.

Other long-term and current liabilities are valued at their nominal value.

Revenues
Revenue from passenger traffic is recognised on the basis of passengers actually carried. The value of prepaid tickets
are recognised on the balance sheet date as air traffic settlement liability. Part of the revenue from ticket sales arise
from claims on other airlines. There is a time lag in settling these claims, and both the number of sales and average
price are recognised on the accounts on the basis of best estimates. This also applies to the recognition of revenue
from non-refundable tickets that are not used.

NOTES TO THE ACCOUNTS

Assets and liabilities denominated in foreign currency
Monetary items denominated in foreign currency are translated to the current exchange rates on the balance sheet
date. Income statement items are translated to the exchange rates prevailing at the time of the transactions.

Intangible assets
Intangible assets, including development expenses, are capitalized when it is likely that the future financial benefits
related to the assets will accrue to the company and acquisition cost can be measured reliably.  

Intangible assets with a limited economic life are depreciated over the life of the assets. Intangible assets are subject
to write-down to market value if the expected financial benefits from the asset is less than book value and any
remaining development expense. 

Accounts receivables
Accounts receivables and other receivables are recognised in the accounts at nominal value less allowances for doubtful 
debts. Allowances for doubtful debts are calculated on the basis of individual assessments. 

Leasing agreements for tangible assets
Tangible assets that are leased on terms transferring the major part of risk and control to the company (financial
lease) are capitalized as tangible assets. Future lease obligations are calculated as the net present value of future
lease payments and are recognized as other long term liabilities. The tangible assets are depreciated systematically,
and the lease obligation is reduced with lease payments reduced for calculated interest expense. 

Periodic maintenance on tangible assets that are recognized in the balance sheet is reflected through the assets
depreciation plan. For assets that are subject to operational lease, the company's obligation to perform periodic
maintenance in excess of the contractual level is recognized as a provision.

Bank deposits, cash etc.
Bank deposits, cash etc. includes cash, bank deposits and other liquid assets with maturity dates less than three
months from the date of acquisition. 

Inventory
Inventory consists of consumables and is valued at the lower of acquisition cost and net realizable value considering
obsolescence. Acquisition cost is allocated using the FIFO method.

Other receivables classified as fixed assets
Other receivables are recognized at acquisition value. Other receivables are written down to market value if a decline in
value is considered to be permanent.  

Other sources of income are recognised in the period in which the goods in question are delivered or the services in
question are carried out.

Pensions
The accounting for pensions is based on linear application of pension entitlement earned and expected salary at the
time of retirement. Estimate deviations and deviations due to changes in calculation assumptions in excess of 10% of
the higher of pension liabilities or pension assets are amortized over the expected remaining period for accrual of
pension rights. The effect of any changes in the pension scheme is amortized over the expected remaining period for
accrual of pension rights Social security tax is taken into account. Pension assets are valued at market value.  
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Taxes
Tax expense is based on the earnings before tax. Tax effects in relation to equity transactions are recorded to equity.
Tax expense consists of the aggregate of tax payable and changes in net deferred tax. Deferred tax and deferred tax
asset is netted in the balance sheet. 

Changes in accounting principles and comparable figures
The company has in 2002 and 2003 entered into new markets and business is substantially increased. As a result the
figures for 2001 and 2002 are not directly comparable to the figures for 2003.

Termination of Fokker F-50 operation
Termination of the contract operations in western Norway and the related compensation to be received from Braathens
was recognized as revenue at the end of first quarter 2003. The termination compensation is considered earned when
the contract expires 31 March 2003 and will be recognized as revenue at that time. Expenses related to the termination 
will be recognized at the same time as the revenue is recognized. The termination compensation is sufficient to cover
the expenses expected to arise from the termination of the Fokker F-50 operation. 

Stock Options
The company has a stock option program for all employees as of September 2003. The program is recorded using the
"intrinsic value" method, where the compensation expense is recorded as the difference between the market value of
the stock at the date the option is granted, and the exercise price. The intrinsic value is recorded as a deferred
compensation expense over the options vesting period, and is in principle equal to the wage-reduction per option that
the employee has agreed to.

Note 2 Revenues

NOK 1.000 2003 2002 2001

Per business area:
Contractual flights 45 616 176 179 165 373
Passenger transport 851 260 208 236 -           
Compensation from the Ministry of Transportation 18 506
Other revenue 7 042 2 068 11 735
Restructuring compensation 36 189 -           -           

Total 958 613 386 483 177 108

Per geographic market:
Norway 892 229 363 081 177 023
Other EC-countries 66 384 23 402 85

Total 958 613 386 483 177 108

In 2002, the Company won a competitive tender to supply the Norwegian Government with a Fokker F-50 operations for 
three subsidised routes in northern Norway. The contract provided Norwegian with a sole right and duty to operate these
routes within the contract period in line with specifications provided by the Ministry of Transportation for a fixed
compensation. The contract flights were provided from 1 April 2003 to the end of the year. The contract was terminated
at year end as the Company decided to terminate its Fokker F-50 operations.

Note 3 Operating expenses

NOK 1.000 2003 2002 2001
Sales and distribution expenses 81 418 22 982
Aviation fuel 121 122 30 864 937
Aircraft leases * 79 262 34 282 24 714
Airport charges 141 731 38 616 1 822
De-icing expenses 17 167 5 782
Handling charges 133 977 36 132 1 493
Technical maintenance expenses 101 943 66 998 44 428
Other expenses 68 801 63 080 20 449
Total 745 421 298 736 93 843
*Aircraft leases in 2002 are stated ex. wet lease

Note 4 Payroll expenses, number of employees, remuneration, loan to employees etc.

NOK 1.000 2003 2002 2001

Wages and salaries 134 801 85 398 47 792
Social security tax 22 124 12 883 8 048
Pension expenses 16 038 8 433 6 787
Other benefits 7 038 1 139 3 410

Total 180 001 107 853 66 037

Average number of employees 341 198 116

Other
Remuneration of senior management Salary Pension expenses benefits
Chief Executive Officer 1 061 078 95 997 9 346

Audit:

The Chief Executive Officer does not have performance based compansation or special salary rights if terminated. The
CEO is included in the stock option program, in which employees agree to a salary-reduction and are granted options in 
the companies stocks. The CEO is granted 5.720 stock options.

No remuneration have been paid to the Board of Directors in 2003. The former Chairman of the Board have received
compensation for work performed that exceeds work relating to his position as Chairman of the Board. This amounts to 
NOK 75 000. 

Remuneration to Deloitte Statsautoriserte Revisorer AS and related companies amount to NOK 600.000 for audit
services and NOK 1.015.000 for audit related services in 2003.
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Note 8 Long-term receivables and other assets

NOK 1.000 2003 2002 2001
Long-term receivables on employees -              4 22
Deposits 12 391 14 350 -           
Other long-term receivables 1 478 -           -           

Total 13 868 14 354 22

In connection with the start of the low-fare operations, the Company has entered into agreements to pay deposits as
collateral for the Company's liabilities to certain vendors. This applies to leasing liabilities and aviation duties. Deposits
denominated in foreign currency are translated using the prevailing exchange rates on the balance sheet date.

Note 5 Intangible assets

NOK 1.000 Software Trademark Total
Acquisition cost 01.01.03 6 694 4 591 11 285
Additions 11 199 11 199
Acquisition cost 31.12.03 17 893 4 591 22 484

Accumulated depreciation 31.12.03 1 776 1 069 2 845

Book value at 31.12.03 16 117 3 522 19 639

Depreciation in 2003 1 776 919 2 694

Economic life 3-4 years 5 years
Depreciation plan Linear Linear

Capitalized intangible assets are related to consulting fees for the development of Norwegian's own booking system for
ticketless travel, BONO, ReiseX, SMS and corporate portal, financial reporting system as well as expenses for the
development and launch of the trademark. The depreciation of BONO commence as each module is completed.

Note 6 Tangible assets

NOK 1.000 Buildings Airplanes *

Install-
ations on 

lease 
airplanes Spare parts

Equipment 
and 

fixtures Total

Acquisition cost 01.01.03 893 37 704 1 892 19 551 16 922 76 962
Additions 781 2 698 1 540 12 835 17 853
Disposals -893 -1 590 -2 483
Reclassifications from inventories 8 823 8 823
Reclassifications from installations/spare parts 18 315 -1 610 -16 705

Acquisition cost 31.12.03 64 032 2 980 4 385 29 756 101 154

Accumulated depreciation  31.12.02 470 2 340 577 10 168 7 025 20 580
Accumulated depreciation on disposals -532 -396 -928
Depreciation in 2003 63 2 406 137 4 798 7 403
Write-down in 2003 24 270 24 270
Reclassifications 10 745 -358 -10 168 53 272
Accumulated depreciation 31.12.02 39 366 219 137 11 875 51 597

Book value at 31.12.03 24 667 2 761 4 248 17 881 49 557
* Aircrafts are classified as financial lease

Economic life 5 years 4-10 years 6 years 3-5 years
Depreciation plan Linear Linear Linear Linear
Remaining value 0 % 0 % 25 % 0 %

Aircrafts Cars Total
Annual rent for operational leases 82 480 632 83 112

The Company has three leasing contracts with Elcon for Fokker F-50 aircrafts that have been treated as financial
leasing. The leasing agreements have been extended by two more years, and the contracts previously denominated in
USD have been changed to NOK. The F-50 planes were removed from commercial operations when the
contractoperations in western Norway were terminated in the first quarter of 2003. The planes have not been subject to
depreciation after they were removed from operations. Installations, spare parts and inventories related to the Fokker
F-50 aircrafts have been reclassified and are now included in the value of the aircrafts. The aircrafts have been written
down to fair value.

The lease agreements for the Boeing 737 aircrafts last for five years from the date of aggreement. Six of the planes
were delivered in 2002 and two further planes were delivered in 2003. At the end of the year, the annualised rent is
NOK 82.5 million. The rent for Boeing 737 planes will be subject to change during the lease period. The change
corresponds to the expected development in expenses in the same period. The rent is expensed in accordance with
the lease agreements.

Note 7 Inventories

NOK 1.000 2003 2002 2001

Consumables * 1 831 8 514 7 345
Modification equipment 604 308 83

Total 2 435 8 823 7 428
* Consumables and modification equipment for F-50 planes have been reclassified to tangible assets
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Name Title Shares Options
Brynjar Forbergskog Chairman of the Board 43 550      -           
Erik Braathen Board member 510 500    -           
Bjørn Kise Board member 260 000    -           
Halvor Vatnar Board member 5 460        2 990        
Georg Salte Board member 5 460        3 640        
Berit Slåtto Neerbye Board member -           -           
Ole Robert Reitan Board member -           -           
Bjørn Kjos CEO 5 049 720 5 720        
Ola Krohn-Fagervoll Deputy managing Director 600          5 980        
Frode Foss CFO 600          3 640        
Stig Willassen Business Development Director -           4 160        
Birthe Ottem Head of Revenue Management 1 300        2 470        
Sverre Christensen Head of Technical Department -           3 250        
Hans-Petter Aanby Head of IT -           3 120        

Shares and options directly and indirectly held by members of the Board of Directors, Chief Executive Officer and
executive management:

Note 10 Equity
Share Share premium Other Total

NOK 1.000 capital reserve equity equity

Equity at 31.12.01 400 -              6 718 7 118
Share issue 2002 390 115 509 -           115 899
Net loss for the year -           -45 142 -6 718 -51 860
Equity at 31.12.02 790 70 367 -           71 157
Share issue 2003 1 018 234 103 -           235 121
Net loss for the year -           -42 746 -           -42 746
Equity at 31.12.03 1 809 261 724 -               263 532

At the time of being listed on the Oslo Stock Exchange on 18 December 2003, the subsequent share offer generated a
total of NOK 235.1 million in new equity.

At 31.12.03 the Company's share capital was NOK 1 808 523 comprising 18 085 230 shares, each with a nominal value
of NOK 0,10. All shares represent equal rights.

On the extraordinary annual meeting the 24 November 2003, the board was authorised to issue 300 000 shares at
nominal value of NOK 0,10. The authorisation is only to be used in issuing shares to employees. The program gives
the employee, as a compensation for a reduction in wages, the option to purchase stocks at nominal value. The
maximum number of shares in the program is 290 680. The option must be exercised in the period 1 April 2004 until
1 April 2005.

Note 11   Earnings per share

2003 2002 2001
Net profit (NOK 1 000) -42 746 -51 860 3 209
Average number of shares outstanding 10 550 983 6 913 714 5 200 000
Average number of shares and options outstanding 10 585 504 6 913 714 5 200 000
Earnings per share            (4,05)         (7,50)           0,62 
Diluted earnings per share            (4,05)         (7,50)           0,62 

Basic earnings per share calculations are based on the weighted-average number of common shares outstanding
during the period, while diluted earnings per share calculations are calculated using the weighted-average number of
common shares and dilutive common shares equivalents outstanding during each period. Since the net earning for the
year 2003 is negative, the diluted earnings per share is set equal to the earning per share.

Note 9 Shareholder's equity
At 31.12.03, the share capital consist of the following share classes:

Number
Nominal 

value Book value

Class A-shares 18 085 230 0,1 1 808 523

Shareholder structure
The largest shareholders at 31.12.03 were:

A-shares
Owner-ship 

(%)
Voting 

interest

Kjos, Bjørn 2 860 000    15,81 % 15,81 %
Lufttransport AS 1 345 630    7,44 % 7,44 %
KLP Forsikring Aksje 750 000       4,14 % 4,15 %
JPMorgan Chase Bank Omnibus Lending Account 670 200       3,70 % 3,71 %
Torghatten Trafikkselskap 653 250       3,61 % 3,61 %
Ankerløkken Holding AS 520 000       2,87 % 2,88 %
Ojada AS 510 500       2,82 % 2,82 %
Nord-Norsk Finans AS 435 500       2,40 % 2,41 %
Deutsche Bank AG, Clients Account 350 000       1,93 % 1,94 %
JPMorgan Chase Bank S/A CMBLSA Re Omnibus 350 000       1,93 % 1,94 %
Fund 110 Citibank N.A. 350 000       1,93 % 1,94 %
Klev, Svein 330 000       1,82 % 1,82 %
Lufttransport Holding AS 324 090       1,79 % 1,79 %
Eggan, Arne 273 000       1,50 % 1,51 %
Kise, Bjørn 260 000       1,43 % 1,44 %
Eskedal, Svein 260 000       1,43 % 1,44 %
JPMorgan Chase Bank, Clients Treaty Account 244 000       1,34 % 1,35 %
Carnegie Aksje Norge 239 000       1,32 % 1,32 %
Skagen Vekst 235 750       1,30 % 1,30 %
Carnegie Aksje Norge 230 890       1,27 % 1,28 %
Other 6 893 420    38,12 % 38,12 %

Total number of shares 18 085 230 100 % 100 %
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Note 13 Other long-term debt

Other long-term debt is in its entirety related to financial leasing. The remaining liability of NOK 20,6 million falls due
with NOK 7,8 million in 2004 and 12,8 million in 2005.

Note 14 Taxes

This year's tax expense consist of: 2003 2002 2001
Tax payable -              -           3 064
Tax effect from cost of share offerings booked against equity 5 786 -           -           
Change in deferred tax -22 057 -19 889 -1 790

Tax on ordinary profit -16 271 -19 889 1 275

Reconciliation from nominal to effective tax rate:
2003 2002 2001

Ordinary profit before tax -59 017 -71 749 4 483

This year's profit before tax -59 017 -71 749 4 483

Expected tax expense using nominal tax rate (28%) -16 525 -20 090 1 255

Tax effect of the following items:
Non deductible expenses 254 201 22
Non taxable revenue -3
Other items
Tax expense -16 271 -19 889 1 275
Effective tax rate: 27,6 % 27,7 % 28,4 %

Specification of temporary differences and loss carry forward and net tax effect of such:

2003 2002 2001
Tangible assets -4 469 -28 451 -1 270
Long-term liabilities 20 652 32 050 -           
Receivables 3 720 -           -           
Gain/loss account 479 -           
Provisions 30 423 7 363 5 643
Pensions 16 708 2 365 608
Loss carry forward 87 274 62 685 -           
Total 154 787 76 012 4 981

Deferred tax asset/liability 43 340 21 283 1 395
Not recognized deferred tax asset
Net recognized deferred tax asset 43 340 21 283 1 395

Deferred tax asset is recognized with basis in future revenue.

Cumulative carry-forward expire as follows:
2003

2012 62 685
2013 24 590
Total 87 274

Note 12 Pensions

NOK 1.000 2003 2002 2001

Current value of pension entitlement accured over the year 12 407 7 970 6 144
Interest expense on pension liabilities 3 545 2 582 1 977
Return on pension assets -2 807 -2 745 -2 256
Recognized estimate deviations 1 120 168 95
Social security tax 1 772 458 827

Net pension expense 16 038 8 433 6 787

Insured Insured Uninsured
NOK 1.000 (collective) (TopHat) (AFP) Total 2003 Total 2002

Liabilities on earned pension rights 66 019 339 195 66 552 42 992
Calculated liability from future salary increases 13 617 130 34 13 782 8 863
Gross pension liabilities 79 636 469 229 80 334 51 855
Pension assets (at market value) -46 235 -239 -46 474 -42 256
Estimate deviations not recognized -19 310 93 -19 217 -7 526
Social security tax 1 987 32 45 2 065 292

Net pension liabilities 16 078 263 367 16 708 2 365

Economic assumptions: 2003 2002 2001
Discount rate 5,5 % 6,0 % 6,0 %
Expected growth in salaries and state pension 3,0 % 3,0 % 3,0 %
Expected growth in pensions 2,0 % 3,0 % 3,0 %
Expected return on pension assets 6,5 % 7,0 % 7,0 %

The company has a pension scheme which covers 290 people. The scheme is a defined benefit plan. A defined benefit
plan is mainly dependant on pension entitlement earned, salary at the time of retirement and the size of payments
from the public social security contribution. The liabilities are covered through an insurance company. A few employees
in management positions have pension schemes in addition to the general pension scheme.

Actuarial assumptions related to demographic factors and retirement are based on assumptions commonly used in
insurance.

In 2002, new tariff agreements for flying personnel were entered into. At the same time, the retirement age was
increased from 60 to 62 years and pension from the time of retirement to the time the social security scheme takes
effect was increased to 65%. The total effect of these changes reduces the Company's annual pension premium.
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Note 15 Other provisions
NOK 1.000 2003 2002 2001
Periodic maintenance on Fokker airplanes 2 733 2 001 679
Periodic maintenance on Boeing 737 airplanes 23 334 5 362 -           
Total 26 067 7 363 679

For leased airplanes, payments to a maintenance fund held by lessor are made. The accrued provisions in the
accounts are estimated payments in excess of the maintenance fund in order to cover C-inspections and any shortfall
in the sinking fund amounts. The amounts provided  are based on experience from other operators. The Company has 
at all times chosen to maintain provisions in excess of its contractual requirements in order to take into account
specific factors related to its operations and the technical state of its aircraft fleet. Some uncertainty has arisen just
prior to year-end over the Company's share of the costs involved in the first overhaul of eight aircraft engines. The
Company believes that it maintains sufficient provisions to meet the cost of future maintenance and that the
provisions made over the lease period are also sufficient to  cater for the current uncertainty.

Note 17 Bank deposits
Restricted cash items are:
NOK 1.000 2003 2002 2001

Amounts pledged as collateral for leases and credits from fuel vendors 17 568 12 883 -           
Taxes withheld 7 803 6 820 898
Total restricted cash 25 371 19 703 898

Note 18 Related parties
Chief Executive Officer is the principal stock holder in the company with an ownership share of 15,81%, and controls a
further 2,87% of the shares through the company Ankerløkken Holding AS. Chief Executive Officer is chairman of the
Board of Directors in Lufttransport AS and Luftransport Holding AS that owns 7,44% and 1,79% of the share in
Norwegian Air Shuttle ASA respectively. Norwegian Air Shuttle ASA performs and receives fees for services related to
payroll for Lufttransport AS. Luftransport AS performs and receives fees for services related to IT operations for
Norwegian Air Shuttle ASA. At year-end, the Company has a receivable on Luftransport Holding AS of NOK 1.263.277
and a receivable on Lufttransport AS of NOK 1 503 636. Board member Bjørn Kise is partner, and Chief Executive
Officer is former partner in the law firm Vogt & Wiig which is the legal advisor of Norwegian Air Shuttle ASA.

Note 19 Financial risk
The company has material expenses in foreign currency. The company's leases and related expenses are mainly
denominated in USD, and a portion of the revenue- and airplane operation expenses are denominated in EURO. The
company has not used financial instruments to hedge the foreign currency or fuel price risk in 2003.

Note 20 Termination of the Fokker F-50 operation
In the fall of 2002 the company made the strategic decision to concentrate future operations on a low fare concept with
Boeing 737. The Company's Fokker F-50 operations was thus terminated in 2003. The Company accepted an early
termination of the contract operation in western Norway against a compensation. The compensation is recognized as an
income as of the expiry of the contract 31 march 2003.The time of income recognition is also used in matching the
expenses due to the contract termination. The compensation for early termination of the contract is expected to cover
the expenses resulting from the termination of the Fokker F-50 operations. The compensation is recorded at net. 

The Company's contract with the Ministry of Finance regarding operations in northern Norway was terminated at the end
of 2003.

Note 21 Value Added Tax - lease of aircrafts
The Company has, following lengthy discussions with the Tax Authorities, received approval on the fact that the
Company's contract operations for Braathens can be classified as lease of aircrafts and not passenger transportation.
This will have a positive impact on the Company's ability to deduct VAT on incoming invoices from 1995 onwards. The
Company is preparing a documented claim regarding a correction of prior year's VAT settlements. Corrected VAT for the
period 2001-2003 has been accounted for in 2003.

Note 22 Conditional outcome
In August of 2003, one of the Boeing 737 airplanes were damaged at Oslo Airport Gardermoen. The damage was made by an 
external party at the airport and a settlement for the damages is currently taking place. The company has netted the cost and 
coverage it claims. In early November 2003 the company received notice from the Customs and Excise Service of a possible claim 
for underpayment of value added tax totalling NOK 22 384 026 together with a possible additional penalty claim of up to 5% of the 
amount claimed. The claim relates to the import of aircraft spare parts to Norway. Norwegian has a contract with a British company 
that gives access to a pool of spare part for its fleet of Boeing 737 aircraft. The British company is the owner of the parts and carries 
out necessary maintenance. The spare parts are mainly stored in Great Britain, but a smaller stock is also maintained in Norway. 
When spare parts are brought into Norway, the customs forms are completed by Norwegian and the Company is shown as the 
owner of the parts on the customs declarations. It has been Norwegian’s understanding that the import of spare parts for aircraft is 
exempt from VAT, and it has therefore not calculated any tax payment. Since VAT on inputs can be offset against VAT on outputs, 
the VAT incurred on supplies such as these imports is in any case not a cost to the Company. Therefore only the additional penalty 
payment of up to NOK 1 119 201 might represent an additional net cost to the Company. The Customs and Excise Service has not 
reached a final decision on this matter. The Company does not believe that any accounting provision is required in respect of the 
possible claim for an additional penalty payment. 

Note 23 IFRS transition
The Company aims to report according to the IFRS guidelines as of the first quarter of 2005. The company is not
organised into a group structure, hence no group consolidated statements are reported. However, it is expected that
the IFRS guidelines also can be used for companies listed on Oslo Stock Exchange without consolidated reporting. The
Company therefore has organized a project to study the consequences of the IFRS guidelines, compile a new opening
statement, and establish new accounting principles in accordance with IFRS.

Note 16 Assets pledged as collateral and guarantees
Liabilities secured by pledge: 2003 2002 2001

Other long term liabilities 20 652 32 050 -           

Total 20 652 32 050 - 

Book value of assets pledged as security 2003 2002 2001
Cash depot 17 568 12 883 -           
Factoring 56 850 19 669 37 000
Inventory 8 823 5 000
Tangible assets 21 018 -           
Airplanes 15 901 35 364 -           

Total 90 319 97 757 42 000

Ownership of the three Fokker F-50 airplanes recognized in the balance sheet belongs to the leasing company.

In addition, bank deposits are pledged as collateral for leasing liabilities and credit from fuel vendors. A bank
guarantee is pledged as collateral for leasing liabilities for airplanes.
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