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ATTDITORS® REPORT ON FINAMNCTATL STATEMENTS

To the Shareholders of
Ihona, [incas Adreas de Espafia, 5.4

We have audited the fmancial saiemenis of TRERTA, LINEAS ATGREAS DT BSPANA. S.A.
compnsmyg the balance sheet as of Decomber 31, 2002, and the related statement of meome and notes
to financial statcmcnts for the vear then cnded, The preparation of these financial statcmconts is the
responsibility of the Company's dicectors, Owr responsibility is 1o express an opinion on the financial
slatermenls lwken us o whle based on our sudit work perlormed in accordance with penerally accepled
auditing standards, which require cxammation, by means of scleetve tests, of the documentation
supporting the fnancial statements and evaluation of their presentation, of the acoounting principles
apphied and of the eslimates made.

For comparison purpuses e directors presendl, in addition 1o (e 2002 lipures lor each ilemn in the
balance sheet and statements of iIncome and of changes m Anancal position, the fpures for 2001, Cur
opimon refers only to the 2002 financial statcments, Our auditors' report dated Apnil 18, 2002, on the
2001 financial statements contained an ungqualified opinion.

Smec the Company 15 the head of a group and mects cortam requircments, 1t 15 obliged under current
corporate lepislation to prepare separate consolidated financial statements, on which we issued our
auditors’ report on this same datle conlaimimg an ungualified opmion. The effect of consohidaton 15
indicated in Mote 4-¢ to the financial starcments refomred to abowve.

In our opimion, the 2002 fmancial statements refermed to ahove present, in all matenal respeets, a roe
and fair vicw of the nct worth and financial position of Iberia, Lincas Adrcas de Espafia. S.A. as of
December 31, 2002, and of the resulls of ils operations and of the [unds oblained and applied by it in
the: year then ended, snd comiain (he reguired imformation, sulficient for their proper inlerprelation and
comprchension, in eonformity with generally acecpted accounting principles and standards apphicd on
a basis consistent with thar of the preecding year.

The accompanyimpg menapermenl reporlt for 2002 conloms (e explanabions which the direciors
consider appropnate about the Compamy's situation, the cvolution of its business and othor matters,
but is not an intcgral part of the financial statcments. We have checked that the accounting
mlormatiom m the management report 15 comaslent with that contamed m the fmancial statements for
2002, Our work as anditors was confmed to checlong the management report wath the aforementioned
scope, and did not inchode a revicw of any information other than that drawn from the Company’s

procoumlmys records.
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ANNUAL REPORT 2002

BALANCE SHEETS AS OF DECEMBER 31, 2002 AND 2001. (In THousaNDs oF Euros).

The accompanying Notes 1 to 22 are an integral part of the balance sheet as of December 31,
2002.

ASSETS Thousands of Euros

2002 2001

FIXED AND OTHER NONCURRENT ASSETS:

Intangible assets (Note 5) 460,478 379,471
Property, plant and equipment (Note 6) 1,225,252 1,594,115
Aircraft;

Cost 1,885,563 2,345,900

Accumulated depreciation and allowances (1,036,834) (1,151,520)

848,729 1,194,380

Other tangible fixed assets:

Cost 1,007,136 1,004,798

Accumulated depreciation and allowances (630,613) (605,063)

376,523 399,735

Long-term investments (Note 7) 385,830 372,891
Investments in Group and associated companies 120,890 145,529
Loans to Group and associated companies 25,623 25,623
Long-term investments securities 117,373 110,350
Other loans 200,862 236,732
Long-term deposits and guarantees given 86,431 27,733
Allowances (165,349) (173,076)
Long-term receivables (Note 18) 351,567 377,145
Total fixed and other noncurrent assets 2,423,127 2,723,622
DEFERRED CHARGES (Note 5) 121,653 92,829
CURRENT ASSETS:
Treasury stock (Note 8) 31,896 15,070
Inventories (Note 9) 89,014 89,981
Receivable from Group companies (Note 17) 24,185 26,221
Accounts receivable (Note 10) 521,595 486,123
Shor-term investments (Note 11) 1,198,371 913,281
Cash 9,623 16,272
Accrual accounts 36,060 40,164
Total current assets 1,910,744 1,587,112

TOTAL ASSETS 4,455,524 4,403,563

IBERIA, LINEAS AEREAS DE ESPANA, S.A.

NOTES TO 2002 FINANCIAL STATEMENTS



SHAREHOLDERS' EQUITY AND LIABILITIES

Thousands of Euros

2002 2001
SHAREHOLDERS' EQUITY (Note 12):
Capital stock 712,110 712,110
Additional paid-in capital 96,454 96,454
Revaluation reserve 38 38
Legal reserve 61,352 58,415
Voluntary reserves 111,327 110,645
Reserve for treasury stock 31,896 15,070
Merger reserve 165 165
Differences due to the adjustment of capital stock to euros 1,201 1,201
Income for the year 143,188 29,371
Total shareholders’ equity 1,157,731 1,023,469
DEFERRED REVENUES (Note 4-g) 70,535 69,322
PROVISIONS FOR CONTINGENCIES AND EXPENSES (Note 13):
Provisions for pensions 41,367 47,186
Provisions for obligations to employees 452,157 452,106
Provision for major repairs 109,775 113,166
Provision for third-party liability 656,679 667,145
Total provisions for contingencies and expenses 1,259,978 1,279,603
LONG-TERM DEBT:
Convertible debentures (Note 15) 22,573 -
Payable to credit institutions (Note 14) 476,903 405,336
Other payables 10,187 2,365
Total long-term debt 509,663 407,701
CURRENT LIABILITIES:
Convertible debentures (Note 15) 7,524 -
Payable to credit institutions (Note 14) 101,106 295,708
Payable to Group and associated companies (Note 17) 14,383 14,412
Trade accounts payable 1,030,587 1,035,235
Customer advances 423,845 396,737
Accounts payable for purchases and services 606,742 638,498
Compensation payable 161,372 107,840
Other nontrade payables (Note 18) 141,960 168,789
Accrual accounts 685 1,474
Total current liabilities 1,457,617 1,623,458
TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 4,455,524 4,403,563

Translation of financial statements
originally issued in Spanish and
prepared in accordance with
generally accepted accounting
principles in Spain (see Note 23).

In the event of a discrepancy, the
Spanish-language version prevails.

IBERIA, LINEAS AEREAS DE ESPANA, S.A.
NOTES TO 2002 FINANCIAL STATEMENTS

ANNUAL REPORT 2002
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IBERIA, LINEAS AEREAS DE ESPANA, S.A.

STATEMENTS OF INCOME FOR 2002 AND 2001, (In THousANDS oF Euros).

The accompanying Notes 1 to 22 are an integral part of the 2002 statement of income.

NOTES TO 2002 FINANCIAL STATEMENTS

DEBIT Thousands of Euros
2002 2001
EXPENSES:
Procurements (Note 19) 742,415 818,040
Personnel expenses (Note 19) 1,310,613 1,294,283
Depreciation and amortization expense (Notes 5 and 6) 164,121 163,486
Variation in operating allowances 11,388 8310
Other operating expenses (Note 19) 2,175,925 2,322,545
4,404,462 4,606,664
Operating income 228,655 -
Financial and similar expenses (Note 14) 38927 49,661
Exchange losses 119,499 73,702
158,426 123,363
Financial income 31,836
Income from ordinary activities 220,510 7,005
Variation in fixed asset allowances (274) 2,896
Losses on fixed assets (Note 6) 10,772 13,779
Extraordinary expenses (Note 19) 101,529 167,981
Prior years' expenses and losses 5,357 3,234
117,384 187,890
Extraordinary income = -
Income before taxes 168,847 =
Corporate income tax (Note 18) 25,659 (148,858)
Income for the year 143,188 29,371



Translation of financial statements

CREDIT Thousands of Euros originally ssued in Spanish and
prepared in accordance with
generally accepted accounting

2002 2001 principles in Spain (see Note 23).
In the event of a discrepancy, the

REVENUES: Spanish-language version prevails.
Net sales (Note 19) 4,407,797 4,333,399
Other operating revenues (Notea 19) 225,320 248,434
4,633,117 4,581,833
Operating loss - 24,831
Revenues from equity investments (Note 7) 14,769 20,614
Revenues from other marketable securities 840 15,860
Other interest and similar revenues (Note 11) 48,539 51,364
Exchange gains 86,133 67,361
150,281 155,199
Financial loss 8,145 -
Gains on fixed asset disposals (Notes 6 and 7) 42,983 12,699
Gains on transactions involving treasury stock (Note 8) 1,982 -
Extraordinary revenues (Note 19) 11,326 40,811
Prior years' revenues and income 9,430 7,888
65,721 61,398
Extraordinary loss 51,663 126,492
Loss before taxes - 119,487

IBERIA, LINEAS AEREAS DE ESPANA, S.A.
NOTES TO 2002 FINANCIAL STATEMENTS

ANNUAL REPORT 2002



