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July-September 2003
Highlights

	IBERIA GROUP                    Thousand €
	Jul – Sep

2003
	Jul – Sep

2002 (a)
	%
	Accumulated

2003
	Acumulated

2002 (a)
	%

	Operating Revenues 
	1.229.108 
	1.266.429 
	-2,9 
	3.444.620 
	3.557.928 
	-3,2 

	Operating Expenses 
	1.115.161 
	1.135.522 
	-1,8 
	3.309.447 
	3.325.226 
	-0,5 

	Operating Income EBIT 
	113.948 
	130.907 
	-13,0 
	135.173 
	232.702 
	-41,9 

	EBITDAR 
	240.571 
	266.259 
	-9,6 
	533.491 
	647.031 
	-17,5 

	Consolidated income after taxes 
	80.247 
	106.064 
	-24,3 
	111.029 
	175.156 
	-36,6 

	Total Shareholders Equity (b) 
	---
	---
	---
	1.390.695 
	1.317.737 
	5,5 

	In balance-sheet net debt (b) 
	---
	---
	---
	-668.163 
	-714.768 
	-6,5 

	Adjusted net debt x 7 (b) 
	---
	---
	---
	1.693.598 
	1.848.275 
	-8,4 

	Adjusted net debt x 8 (b) 
	---
	---
	---
	2.035.728 
	2.219.327 
	-8,3 

	ASKs (millions) (c)
	14.819 
	14.538 
	1,9 
	41.524 
	41.821 
	-0,7 

	RPKs (millions) (c)
	11.846 
	11.421 
	3,7 
	31.285 
	30.783 
	1,6 

	Load Factor (%)(c)
	79,9
	78,6
	1,4 p. 
	75,3 
	73,6 
	1,7 p. 

	Passenger revenues (€ thousand) (c)
	905.608 
	946.639 
	-4,3 
	2.498.820 
	2.673.643 
	-6,5 

	Yield (€ cents) (c)
	7,65 
	8,29 
	-7,8 
	7,99 
	8,69 
	-8,0 

	Operating Revenue/ASK (€ cents)
	8,29 
	8,71 
	-4,8 
	8,30 
	8,51 
	-2,5 

	Operating Expenses/ASK (€ cents)
	7,53 
	7,81 
	-3,7 
	7,97 
	7,95 
	0,2 

	Operating Expenses/ASK exc Fuel (€ cents)
	6,58 
	6,88 
	-4,4 
	6,97 
	7,00 
	-0,4 


Number of shares as at 30-Sep-2003: 912,962,035
(a) Quarterly data 2002 have been restated to correct the effect produced by the sell of Binter Canarias.

(b) September 2003 v December 2002. See notes pages 3 and 4. (c) Iberia L.A.E. data
Highlights

· Iberia achieved an operating profit of €113.9 million in the third quarter, decreasing only by 13% compared to last year. Consolidated net profits amounted to €80.2 million and EBITDAR was €240.6 million, falling by 24.3% and 9.6%, respectively, which represents a significant improvement compared to previous quarters.

· International traffic began to pick up in the third quarter 2003. This allowed Iberia to increase capacity of nearly 2% and, at the same time, to improve load factor by 1.4 percentage points. In August, the company recorded the highest load factor in its history.

· The efficient capacity management, together with the good performance of revenues from handling and maintenance for third parties has enabled to limit the impact of the fall in unit revenues to 4.8% in the third quarter and to 2.5% in the first nine months.

· Unit cost reduction has accelerated in parallel mainly due to a more favorable evolution of personnel, fuel and leasing expenses, as well as the cost reduction programs in place. 

· In the first nine months of 2003, Iberia achieved an 83.7% average punctuality rate, placing among the European network carriers with better punctuality. 

· Good traffic evolution and bookings of last weeks indicate a consolidation of better forecasts for the rest of the year and will allow achieving an income from ordinary activities above €150 million for 2003.  

Consolidated Statements of Income (not audited)

	€ Thousand
	Jul – Sep

2003
	Jul – Sep

2002 (a)
	%
	Accumulated

2003
	Accumulated

2002
	%

	
	
	
	
	
	
	

	OPERATING REVENUES
	1.229.108 
	1.266.429 
	-2,9 
	3.444.620 
	3.557.928 
	-3,2 

	
	
	
	
	
	
	

	NET SALES
	1.168.911 
	1.209.688 
	-3,4 
	3.283.541 
	3.405.981 
	-3,6 

	Passenger Revenues (b)
	962.141 
	1.025.089 
	-6,1 
	2.694.480 
	2.874.469 
	-6,3 

	Cargo Revenues
	57.848 
	55.548 
	4,1 
	180.798 
	189.274 
	-4,5 

	Handling
	87.673 
	75.454 
	16,2 
	209.301 
	179.492 
	16,6 

	Technical assistance to airlines
	20.419 
	21.384 
	-4,5 
	80.645 
	66.088 
	22,0 

	Other Revenues
	40.831 
	32.213 
	26,8 
	118.317 
	96.658 
	22,4 

	
	
	
	
	
	
	

	OTHER OPERATING REVENUES
	60.197 
	56.741 
	6,1 
	161.080 
	151.947 
	6,0 

	Rents
	1.900 
	1.643 
	15,7 
	5.434 
	6.016 
	-9,7 

	Commissions
	34.369 
	30.761 
	11,7 
	90.301 
	78.986 
	14,3 

	Other sundry revenues
	23.928 
	24.337 
	-1,7 
	65.345 
	66.945 
	-2,4 

	
	
	
	
	
	
	

	OPERATING EXPENSES
	1.115.161 
	1.135.522 
	-1,8 
	3.309.447 
	3.325.226 
	-0,5 

	
	
	
	
	
	
	

	PURCHASES
	188.529 
	191.207 
	-1,4 
	563.359 
	549.796 
	2,5 

	Aircraft Fuel
	140.439 
	135.710 
	3,5 
	415.100 
	399.161 
	4,0 

	Aircraft spare parts
	31.116 
	37.944 
	-18,0 
	100.366 
	101.672 
	-1,3 

	Catering materials
	6.553 
	8.290 
	-20,9 
	19.661 
	23.400 
	-16,0 

	Other purchases
	10.421 
	9.264 
	12,5 
	28.232 
	25.563 
	10,4 

	
	
	
	
	
	
	

	PERSONNEL EXPENSES
	354.960 
	355.670 
	-0,2 
	1.039.002 
	1.008.389 
	3,0 

	Wages, salaries, etc.
	269.681 
	277.708 
	-2,9 
	788.187 
	771.599 
	2,1 

	Employee welfare expenses
	85.280 
	77.962 
	9,4 
	250.814 
	236.790 
	5,9 

	
	
	
	
	
	
	

	DEPRECIATION AND AMORTIZATION
	43.084 
	41.318 
	4,3 
	128.260 
	123.258 
	4,1 

	VARIATION IN OP. PROVISIONS
	-87 
	1.785 
	-104,9 
	2.784 
	7.892 
	-64,7 

	
	
	
	
	
	
	

	OTHER OPERATING EXPENSES
	528.674 
	545.543 
	-3,1 
	1.576.043 
	1.635.890 
	-3,7 

	Aircraft leases (c)
	83.539 
	94.034 
	-11,2 
	270.058 
	291.071 
	-7,2 

	     Operating leases
	80.645 
	90.512 
	-10,9 
	258.435 
	279.863 
	-7,7 

	     Wet leases
	0 
	0 
	n.a.
	0 
	5 
	-100,0 

	     Cargo wet leases
	2.895 
	3.522 
	-17,8 
	11.623 
	11.202 
	3,8 

	Other leases
	18.343 
	19.061 
	-3,8 
	56.525 
	57.189 
	-1,2 

	Fleet maintenance
	25.575 
	24.393 
	4,8 
	83.326 
	73.343 
	13,6 

	Commercial expenses
	111.082 
	121.743 
	-8,8 
	313.461 
	358.620 
	-12,6 

	Air traffic levies and charges
	94.517 
	91.781 
	3,0 
	271.258 
	272.386 
	-0,4 

	Navigation-other communication aids
	66.954 
	61.901 
	8,2 
	191.191 
	172.154 
	11,1 

	In flight services
	13.179 
	17.315 
	-23,9 
	40.650 
	52.330 
	-22,3 

	Booking systems
	29.149 
	28.690 
	1,6 
	99.288 
	99.183 
	0,1 

	Insurance
	12.133 
	19.021 
	-36,2 
	39.471 
	60.488 
	-34,7 

	Other expenses
	74.203 
	67.604 
	9,8 
	210.813 
	199.126 
	5,9 

	
	
	
	
	
	
	

	OPERATING INCOME
	113.948 
	130.907 
	-13,0 
	135.173 
	232.702 
	-41,9 

	
	
	
	
	
	
	


(a) The consolidated income statement for third quarter 2002 have been restated to correct the effect produced by the sell of Binter Canarias, formalised in July 2002. Therefore, 2002 data does not include the accounts corresponding to Binter Canarias and, thus, the comparison is more homogeneous.

(b) Passenger revenues include issued but unused tickets, previously accounted in current liabilities as customer advances, together with other minor adjustments.
(c) The concept aircraft leases is used to calculate capitalized leases included in the adjusted net debt (see notes pages 3 and 4).

	€ Thousand
	Jul – Sep

2003
	Jul – Sep

2002 (a)
	%
	Accumulated

2003
	Accumulated

2002 (a)
	%

	
	
	
	
	
	
	

	OPERATING INCOME
	113.948 
	130.907 
	-13,0 
	135.173 
	232.702 
	-41,9 

	
	
	
	
	
	
	

	FINANCIAL REVENUES
	21.045 
	21.294 
	-1,2 
	40.718 
	44.211 
	-7,9 

	FINANCIAL EXPENSES
	22.828 
	11.390 
	100,4 
	42.591 
	30.870 
	38,0 

	EXCHANGE GAINS
	30 
	-14.213 
	100,2 
	-2.820 
	-28.141 
	90,0 

	FINANCIAL RESULTS
	-1.753 
	-4.309 
	59,3 
	-4.693 
	-14.800 
	68,3 

	SHARE IN INCOME OF COMPANIES CARRIED BY THE EQUITY METHOD
	7.806 
	2.442 
	219,6 
	21.157 
	9.759 
	116,8 

	AMORTIZATION OF GOODWILL IN CONSOLIDATION
	-1.653 
	-1.653 
	0,0 
	-4.960 
	-4.960 
	0,0 

	
	
	
	
	
	
	

	INCOME FROM ORDINARY ACTIVITIES
	118.348 
	127.387 
	-7,1 
	146.677 
	222.701 
	-34,1 

	
	
	
	
	
	
	

	EXTRAORDINARY REVENUES
	10.810 
	42.826 
	-74,8 
	43.443 
	47.410 
	-8,4 

	EXTRAORDINARY EXPENSES
	13.351 
	34.962 
	-61,8 
	32.114 
	48.354 
	-33,6 

	EXTRAORDINARY INCOME
	-2.541 
	7.864 
	-132,3 
	11.330 
	-944 
	n.s.

	
	
	
	
	
	
	

	CONSOLIDATED INCOME BEFORE TAXES
	115.807 
	135.250 
	-14,4 
	158.007 
	221.757 
	-28,7 

	CORPORATE INCOME TAX
	-35.560 
	-29.187 
	-21,8 
	-46.978 
	-46.601 
	-0,8 

	CONSOLIDATED INCOME FOR THE PERIOD
	80.247 
	106.064 
	-24,3 
	111.029 
	175.156 
	-36,6 

	MINORITIES
	704 
	881 
	-20,1 
	2.306 
	2.399 
	-3,9 

	ATTRIBUTED INCOME FOR THE PERIOD
	79.543 
	105.183 
	-24,4 
	108.723 
	172.758 
	-37,1 

	
	
	
	
	
	
	


Capitalized leases: includes the total amount of operating leases + 50% of wet leases + 50% cargo leases. 2002 Annual Leases expenses amounted to €382,383 thousand. To get an approximation of the annual value of aircraft rentals in 2003, leases expenses for the first nine months (€264,246 thousand, resulting from operating leases + 50% cargo leases) must be multiplied by 4/3, this is 352,328. The result is multiplied by 7 or 8 to get the capitalized operating leases. The fleet renewal process and the low interest rates suggest multiplying leases expenses by 8, as it reflects better the equivalent debt.
Consolidated balance sheet (not audited)

	€ Thousand
	Sep – 2003
	Dec – 2002

	ASSETS
	4.760.712 
	4.649.480 

	   FIXED ASSETS
	2.534.599 
	2.460.329 

	      START-UP EXPENSES
	91 
	303 

	      NET INTANGIBLE FIXED ASSETS
	431.933 
	465.281 

	      NET TANGIBLE FIXED ASSETS
	1.265.137 
	1.168.015 

	      LONG-TERM FINANCIAL INVESTMENTS
	485.871 
	474.999 

	          Iberbuses Loans
	169.971 
	188.853 

	          Iberbond Bonds
	33.150 
	34.320 

	          Other
	282.750 
	251.826 

	      LONG-TERM DEBTORS
	351.567 
	351.731 

	   GOODWILL IN CONSOLIDATION
	99.751 
	104.711 

	   DEFERRED CHARGES
	97.444 
	122.229 

	   CURRENT ASSETS
	2.028.918 
	1.962.211 

	      INVENTORIES
	82.719 
	89.964 

	      ACCOUNTS RECEIVABLE
	705.762 
	587.622 

	      SHARES OF THE CONTROLLING COMPANY
	29.559 
	31.896 

	      SHORT-TERM FINANCIAL INVESTMENTS
	1.152.391 
	1.204.683 

	      CASH
	18.075 
	11.957 

	      ACCRUAL ACCOUNTS
	40.412 
	36.089 

	LIABILITIES
	4.760.712 
	4.649.480 

	   SHAREHOLDERS´ EQUITY
	1.390.695 
	1.317.737 

	      CAPITAL STOCK
	712.110 
	712.110 

	      RESERVES OF THE CONTROLLING COMPANY
	410.014 
	302.433 

	      RESERVES COMPANIES CONS. BY THE GLOBAL INTEG. METHOD
	160.129 
	146.197 

	      TRANSLATION DIFFERENCES
	-281 
	-123 

	      INCOME ATTRIBUTABLE TO THE CONTROLLING COMPANY
	108.723 
	157.120 

	   MINORITY INTERESTS
	9.244 
	9.242 

	   NEGATIVE GOODWILL IN CONSOLIDATION
	1.494 
	1.494 

	   DEFERRED REVENUES
	58.642 
	70.475 

	   PROVISIONS FOR CONTINGENCIES AND EXPENSES
	1.242.197 
	1.261.455 

	   LONG-TERM DEBT
	511.579 
	525.975 

	      CONVERTIBLE BONDS
	50.106 
	22.573 

	      PAYABLE TO CREDIT ENTITIES
	438.226 
	480.105 

	         Payable to credit entities
	367.593 
	392.392 

	         Future leasing interests payments
	70.633 
	87.713 

	      OTHER ACCOUNTS PAYABLE
	23.247 
	23.297 

	 CURRENT LIABILITIES
	1.546.861 
	1.463.102 

	 CONVERTIBLE BONDS
	7.524 
	7.524 

	      PAYABLE TO CREDIT ENTITIES
	93.126 
	102.011 

	         Payable to credit entities
	77.080 
	79.383 

	         Future leasing interests payments
	16.046 
	22.628 

	      OTHER ACCOUNTS PAYABLE
	1.445.699 
	1.352.850 

	      ACCRUAL ACCOUNTS
	512 
	717 


In Balance-Sheet Net Debt: (CONVERTIBLE BONDS+LONG-TERM PAYABLE TO CREDIT ENTITIES excluding future leasing payments + SHORT-TERM PAYABLE TO CREDIT ENTITIES excluding future leasing payments) – (CASH + SHORT-TERM FINANCIAL INVESTMENTS)

Leasing Interest: Under Spanish GAAP, future interest payments associated with financial leases, calculated with the interest rates existing at the end of each fiscal year, must be included in the Asset side of the Balance Sheet under the account “Deferred Charges”, and in the Liabilities side by increasing the account “Debt from Finance Leases”. In order to calculate the Net Financial Debt with current figures and to be consistent with international practices, the future interest payments associated with financial leases due to this concept must be extracted from Debt from Finance Leases.

Adjusted Net Debt: In Balance-Sheet Net Debt + (Aircraft rentals x 7 or x 8) – (Iberbus loans + Iberbond bonds).

The financial investments in lessor companies created by Iberia to acquire fleet under operating or financial leasing (Iberbus and Iberbond) must be deducted from the total adjusted debt in order to avoid duplicities, as they are already computed as debt.

Iberbond bonds. Long-term financial investment in the Iberbond 99 bond issue that have to be netted with the equivalent liability in the balance sheet.

Iberbus loans. Long-term loans to Iberbus companies. This loans bear 6% interest that Iberia receives and also pays as a part of aircraft rentals. The capitalised debt corresponding to this element of the aircraft rental must be deducted from the off-balance sheet debt (Aircraft rentals x 7 or x 8).

For September 2003: 6% of 169.971 MM/€ x 7 = €71.388 million or x 8 = €81.586 million

For December 2002: 6% of 188.853 MM/€ x 7 = €79.318  million or x 8 = €90.649 million
Group Statements of Changes in Financial Position (not audited)

	€ Thousand
	Sep - 2003

	
	

	APPLICATION OF FUNDS
	

	
	

	   VARIATION IN DEFERRED CHARGES
	-24.785 

	   VARIATION IN START-UP EXPENSES
	-212 

	   FIXED ASSET ADDITIONS
	501.621 

	   VARIATION IN ASSOCIATES
	-4.960 

	   DIVIDENDS
	38.339 

	   REPAYMENT/TRANSFER TO SHORT-TERM OF LONG-TERM DEBT
	179.924 

	   APPLICATION OF PROVISIONS FOR CONTINGENCES AND EXPENSES
	108.356 

	   VARIATION IN NET WORKING CAPITAL
	-25.937 

	TOTAL FUNDS APPLIED
	772.346 

	
	

	SOURCE OF FUNDS
	

	
	

	   FUNDS FROM OPERATIONS
	342.692 

	   VARIATION IN DEFERRED REVENUES
	-11.833 

	   DISPOSAL OF PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS
	250.979 

	   DISPOSAL OF LONG-TERM INVESTMENTS
	31.289 

	   LONG-TERM DEBT
	156.643 

	   OTHER ADJUSTMENTS
	2.576 

	TOTAL FUNDS OBTAINED
	772.346 

	
	


Operating statistics

	IBERIA GROUP (a) (b)
	Jul – Sep

2003
	Jul – Sep

2002 (a)
	%
	Accumulated

2003
	Accumulated

2002
	%

	
	
	
	
	
	
	

	Total
	
	
	
	
	
	

	ATK (Millions)
	1.658
	1.639
	1,2
	4.665
	4.731
	-1,4

	RTK (Millions)
	1.268
	1.231
	3,0
	3.420
	3.394
	0,8

	Load Factor (%)
	76,5
	75,1
	1,3 p. 
	73,3
	71,7
	1,6 p. 

	
	
	
	
	
	
	

	SCHEDULED TRAFFIC
	
	
	
	
	
	

	Nº of Passengers (Thousand)
	7.073
	6.837
	3,5 
	19.264
	18.805
	2,4 

	        Domestic
	3.866
	3.687
	4,9 
	10.931
	10.462
	4,5 

	        Medium-Haul
	2.289
	2.267
	1,0 
	5.906
	5.967
	-1,0 

	        Long-Haul
	918
	883
	4,0 
	2.426
	2.376
	2,1 

	ASKs (Millions)
	14.819
	14.538
	1,9 
	41.524
	41.821
	-0,7 

	        Domestic
	3.501
	3.450
	1,5 
	9.985
	9.941
	0,4 

	        Medium-Haul
	3.807
	3.804
	0,1 
	10.831
	10.770
	0,6 

	        Long-Haul
	7.511
	7.284
	3,1 
	20.708
	21.111
	-1,9 

	RPKs  (Millions)
	11.846
	11.421
	3,7 
	31.285
	30.783
	1,6 

	        Domestic
	2.664
	2.589
	2,9 
	7.303
	7.092
	3,0 

	        Medium-Haul
	2.852
	2.825
	1,0 
	7.317
	7.409
	-1,2 

	        Long-Haul
	6.329
	6.007
	5,4 
	16.666
	16.282
	2,4 

	Load Factor (%)
	79,9
	78,6
	1,4 p. 
	75,3
	73,6
	1,7 p. 

	        Domestic
	76,1
	75,1
	1,0 p. 
	73,1
	71,3
	1,8 p. 

	        Medium-Haul
	74,9
	74,3
	0,7 p. 
	67,6
	68,8
	-1,2 p.

	        Long-Haul
	84,3
	82,5
	1,8 p. 
	80,5
	77,1
	3,4 p. 

	
	
	
	
	
	
	

	CARGO
	
	
	
	
	
	

	Cargo Tones
	49.501
	49.506
	-0,0 
	150.389
	154.765
	-2,8 

	ATKs (Millions)
	325
	330
	-1,7 
	928
	968
	-4,1 

	RTKs (Millions)
	202
	203
	-0,6 
	605
	624
	-3,1 

	Load Factor (%)
	62,2
	61,5
	0,7 p. 
	65,2
	64,5
	0,7 p. 

	
	
	
	
	
	
	

	PASSENGER REVENUES
	
	
	
	
	
	

	Total Euros (Thousand)
	905.608
	946.639
	-4,3 
	2.498.820
	2.673.643
	-6,5 

	Revenue / ASK (cents)
	6,11
	6,51
	-6,1 
	6,02
	6,39
	-5,9 

	Revenue / RPK (cents)
	7,65
	8,29
	-7,8 
	7,99
	8,69
	-8,0 

	
	
	
	
	
	
	


Traffic ATK: (ASKs*90)/1000+ATK cargo

Traffic RTK: (RKTs*90)/1000+RTK cargo

ASKs: Available Seat Kilometer

RPKs: Revenue Passenger Kilometer

ATK: Available Ton Kilometer

RTK: Revenue Ton Kilometer

Year on year variation in Load factor expressed in percentage points

Passenger revenues include only those revenues generated during the period. Therefore, revenues from the cancellation of customer advances as well as other minor accounting regularizations are excluded.

(a) From July 2002, following the sale of Binter Canarias, the Iberia Group's operating statistics only include the company's activities. To get homogenous criteria, data 2002 does not include the activity of Binter Canarias.
(b) From January 2003 traffic statistics follow the sector criteria (geographic aggregation of legs) in the entire network. With the objective of making an homogeneous comparison, traffic statistics corresponding to 2002 follow the same criteria. Thus, following the old criteria, in the case of a passenger flying from Barcelona to Miami via Madrid both legs were accounted in the long haul sector. With the new criteria, the leg Barcelona-Madrid would be accounted as domestic and Madrid-Miami would be accounted as long haul.
KPI

	IBERIA GROUP
	Jul – Sep

2003
	Jul – Sep

2002 (a)
	%
	Accumulated

2003
	Accumulated

2002 (a)
	%

	
	
	
	
	
	
	

	Unit Ratios (€ cents/ask)
	
	
	
	
	
	

	OPERATING REVENUE
	8,29 
	8,71 
	-4,8 
	8,30 
	8,51 
	-2,5 

	OPERATING COST
	7,53 
	7,81 
	-3,7 
	7,97 
	7,95 
	0,2 

	     Fuel Cost 
	0,95 
	0,93 
	1,5 
	1,00 
	0,95 
	4,7 

	     Fleet Maintenance cost
	0,38 
	0,43 
	-10,8 
	0,44 
	0,42 
	5,7 

	        Spare parts cost 
	0,21 
	0,26 
	-19,5 
	0,24 
	0,24 
	-0,6 

	        Maintenance cost (subcontracts)
	0,17 
	0,17 
	2,9 
	0,20 
	0,18 
	14,4 

	     Personnel cost 
	2,40 
	2,45 
	-2,1 
	2,50 
	2,41 
	3,8 

	     Commercial cost
	0,75 
	0,84 
	-10,5 
	0,75 
	0,86 
	-12,0 

	     Aircraft Leases ASK
	0,56 
	0,65 
	-12,8 
	0,65 
	0,70 
	-6,6 

	     Air Traffic Levies and charges 
	0,64 
	0,63 
	1,0 
	0,65 
	0,65 
	0,3 

	     Navigation aids 
	0,45 
	0,43 
	6,1 
	0,46 
	0,41 
	11,9 

	     Rest 
	1,40 
	1,46 
	-4,4 
	1,51 
	1,55 
	-2,8 

	Net commercial cost / Traffic passenger and cargo revenue (%) (b)
	7,5 
	8,4 
	-10,7 
	7,8 
	9,1 
	-15,0 

	 
	
	
	
	
	
	

	Productivity
	
	
	
	
	
	

	Average fleet utilization (block hours/aircraft/ day)
	9,00 
	9,04 
	-0,4 
	8,75 
	8,80 
	-0,6 

	Annual average headcount
	27.055 
	26.462 
	2,2 
	26.229 
	25.824 
	1,6 

	ASK per employee
	548 
	549 
	-0,3 
	1.583 
	1.619 
	-2,2 

	     Ground
	718 
	725 
	-1,0 
	2.088 
	2.151 
	-2,9 

	     Ground (without handling)
	1.312 
	1.275 
	2,9 
	3.655 
	3.629 
	0,7 

	Block hours per technical crew 
	64,8 
	65,8 
	-1,5 
	185,7 
	188,0 
	-1,2 

	Block hours per flight attendant
	28,2
	27,5
	2,4 
	82,5
	79,9
	3,3 

	     
	
	
	
	
	
	


(a) 2002 data does not include Binter Canarias.

(b) Commercial Expenses lowered by Commission Revenues.
Operating Fleet

	IBERIA GROUP (a)
	September

2003
	December

2002 (b)
	September

2002

	
	
	
	

	Long Haul
	27
	26
	26

	     Own
	5
	6
	5

	     Financial Lease
	0
	0
	0

	     Operating Lease
	22
	20
	21

	     Wet lease
	0
	0
	0

	Short and Medium Haul
	121
	120
	118

	     Own
	43
	42
	42

	     Financial Lease
	12
	13
	13

	     Operating Lease
	66
	65
	63

	     Wet lease
	0
	0
	0

	Total
	148
	146
	144

	     Own
	48
	48
	47

	     Financial Lease
	12
	13
	13

	     Operating Lease
	88
	85
	84

	     Wet lease
	0
	0
	0


(a) End of period.

(b) Does not include a non-available B-747 pending on return.
Operational and Financial Performance

Iberia Group Results
Iberia achieved an income from ordinary activities of €118.3 million during the third quarter 2003, just €9 million less than the profits for the same period of the previous year, which were €127.4 million (not including Binter Canarias' results for an homogeneous comparison).

EBITDAR amounted to €240.6 million, which represents a margin of 19.6% compared to 21% a year before. 

Operating income was €113.9 million, falling by €17 million compared to the third quarter 2002. The operating margin was 9.3% in the third quarter 2003, compared to 10.3% the previous year. 

Operating revenues fell by 2.9% compared to 2002 mainly due to a 6.1% fall in passenger revenues, as a result of a 7.8% drop in yields. Strong competition, especially in Europe, combined with the appreciation of the Euro was the reason of the decrease. However, the evolution of the euro/dollar exchange rate had an overall positive effect on results, as it contributed – together with the saving measures implemented – to cutting operating expenses, which fell by 1.8% compared to the third quarter 2002, despite the growth in capacity (1.9%) and the increases in the price of fuel and navigation aids. Unit costs were 7.53 € cents, dropping by 3.7% compared to the previous year.

Consolidated net profit after taxes and minorities amounted to €79.5 million, decreasing by €25.6 million compared to 2002.

With regards to the results for the first nine months 2003, consolidated net profit after taxes and minorities was €108.7 million, €64 million less than the previous year. 

EBITDAR generated was €533.5 million, which represents a margin of 15.5%, a 2.7 percentage point fall compared to 2002. Operating profit amounted to €135.2 million, compared to the €232.7 million profit achieved in January-September 2002. The 3.2% fall in operating revenues, mainly caused by an 8% fall yields, was partially offset by the good performance of operating expenses, which were 0.5% down on 2002, despite price increases, especially in the price of fuel (almost 22%) and navigation aids. The appreciation of the Euro against the dollar (around 16% compared to the average parity for the first nine months of 2002) significantly contributed to the decrease in both revenues and expenses in 2003, with a positive net effect on Iberia's results.

Profit before tax was €158 million in the January-September 2003 period, compared to the €221.8 million profit earned the previous year.

Capacity and demand

In the third quarter 2003, traffic in the passenger air transport sector performed better than in the first half of the year, thanks to an improvement in the environment conditions. In line with the market evolution, Iberia increased its capacity by 1.9% over 2002, compared to the prudent 2.1% reduction in the first half of the year. Iberia's traffic continued the positive trend began in the proceeding months, rising by 3.7%. In addition, load factors and number of passengers improved in the three sectors. It is worth pointing out that Iberia recorded the highest load factor in its history in August.

In the domestic market, revenue passenger-kilometers (RPKs) rose by 2.9% compared to the third quarter 2002, similar growth to the first half of the year. Capacity rose by 1.5% in the third quarter, growing by 4.1% in August, which was the highest increase in the whole year. Iberia has continued to develop routes linking Madrid and Barcelona with other points in the mainland, while it has cut back capacity on certain links with the Canary Islands, as they were less profitable. The load factor improved by 1 percentage point over the previous year to 76.1%.

In the medium haul sector, Iberia continued to adapt capacity to the different markets evolution in the third quarter of the year, managing the heavy competition on many European routes. As a result, available seat kilometers (ASKs) remained practically at the same level as the previous year (0.1%), while traffic rose by 1.0% compared to 2002. An improvement in international traffic in most markets compared to the first half of the year, together with selective capacity adjustments, led to a 0.7 point rise in the load factor, which reached 74.9%. Specifically, Austria, Denmark, Holland, Ireland, Israel, Morocco and the United Kingdom were the markets that had the best performance in load factor during this period.

Long haul routes, especially in the South Atlantic, had the greatest progress compared to the third quarter 2002 and the first half of 2003. Capacity rose by 3.1% compared to the same period of the previous year, and traffic increased by 5.4%. As a result, the load factor went up by 1.8 points to 84.3%. The heavy increases in capacity carried out in Chile, Brazil and, especially, in Argentina had an excellent response in terms of traffic, thanks to the start of the economic recovery. As a result of the good evolution of these markets, RPKs increased by more than 27% in the South Atlantic, and the load factor improved by 5.4 points compared to the previous year, reaching 85.9%. North Atlantic load factor also reached 85.9%, improving by 3.6 percentage points over 2002. Regarding the Mid Atlantic market, Iberia also made specific capacity adjustments to adapt to the different performance of the markets, withdrawing capacity from Cuba, the Dominican Republic and Venezuela and increasing it in Mexico, where traffic grew considerably.  With similar capacity to 2002, Mid Atlantic load factor fell by 0.9 points to 82.6.

For the first nine months, load factor improved by 1.7 points compared to the previous year. Capacity decreased by 0.7%, mainly due to the fall in long haul routes during the first half of the year. RPKs rose by 1.6%, thanks to the stable growth in domestic traffic - around 3.0% over the first nine months of the year - and the heavy increase in traffic in the South Atlantic in the third quarter. Thus, out of all the major European network carriers, Iberia achieved the greatest rise in traffic and was the only one that improved its load factor during the first three quarters of 2003.  

With regards to cargo traffic, ton-kilometers carried fell by 0.6% in the third quarter and 3.1% in the first nine months of 2003 compared to the previous year. In both cases, cargo load factor improved by 0.7 points. The performance of Iberia’s cargo in the third quarter 2003 shows encouraging signs of a recovery compared to previous months.

Operating Revenues

Operating revenues amounted to €1,229.1 million in the third quarter 2003, 2.9% below the figure in the same period of the previous year. This fall was lower than the drop recorded in the second quarter (5.0%) mainly due to the improvement in international traffic.

Passenger revenues fell 4.3% compared to 2002. The 3.7% rise in traffic volume, mainly due to the improvement in load factor, partially offset the bad performance of yields, which fell by 7.8%. Although the appreciation of the euro against other currencies, especially the dollar, had a positive effect on results, it caused 39% of the fall in the passenger yield, while competitive pressure on prices accounts for the rest of the difference. Passenger unit revenues were 6.11 euro cents, decreasing by 6.1% compared to the previous year.

In the third quarter, passenger revenues for the domestic sector maintained at the same level in relation to 2002, because the rise in traffic (2.9% in terms of RPKs) balanced out the loss caused by the fall in the yield, which nevertheless improved over the first half of the year. However, the growth in international traffic only partly offset the persistent fall in yield. The depreciation of the dollar was the main reason for its fall on long haul flights, while overcapacity, strong competition and the drop in business traffic explain almost 80% of the fall in yield in the international medium haul sector.

The aggregate passenger revenues and revenues from the cancellation of customer advances and other adjustments amounted to €962.1 million, dropping by 6.1% compared to the previous year. 

Cargo revenues increased by  €2.3 million, 4.1% on the previous year, due to the better performance of the activity and the rise in revenues generated by the subsidiary CACESA.

Handling revenues rose by €12.2 million, 16.2% compared to 2002, due to the increase in services for third parties (7.8% in terms of weighted planes handled), billing from additional services and the increase in unit revenues.

Maintenance revenues decreased by 4.5% in the quarter. This fall contrasts with the increases of previous quarters, which resulted from some anticipated services rendered to the Army and the fact that in 2002 these services were homogeneously distributed along the year. There were also significant increases in commissions revenues, €3.6 million over 2002, mainly due to passengers sales by other companies, code sharing agreements and franchises.

With regards to the figures for the January-September 2003 period, operating revenues were €113.3 million down on the previous year, falling by 3.2%. Cargo and passenger revenues (which together account for 83.5% of all operating revenues) fell by €188.5 million. This was partly offset by the €75.2 million increase in the aggregate for the rest of revenues. Taking into account that capacity – measured in ASKs – fell by 0.7% during this period, unit revenue dropped by 2.5% to 8.30 euro cents.

Passenger revenues amounted to €2,498.8 million, 6.5% down on the first nine months of 2002. The appreciation of the euro caused 2.8 percentage points of this fall and price decreases accounted for 5.0 points, while the rise in traffic due to the improvement in the load factor offset part of this loss (1.3 points). Passenger unit revenue fell by 5.9% compared to the figure for the first six months of the previous year. Passenger revenues fell moderately in the domestic sector, close to 2%, falling by 8.5% in long haul flights, mainly due to the depreciation of the dollar, and 9.8% in the international medium haul sector due to the decrease in prices, the appreciation of the euro and the weakness of traffic in the first half of the year. Total passenger revenues, including the cancellation of customer advances and other minor items, fell by €180 million compared to the previous year.  

The dollar’s depreciation against the euro and the fall in cargo traffic, especially in the first part of the year, explains the €8.5 million fall in cargo revenues. On the other hand, other revenue items had significant increases, especially handling revenues, which rose by €29.8 million thanks to increases in services for third parties and yields; revenues from maintenance for third parties, €14.6 million, mainly due to the increase in engine services for third parties; and commission revenues, which rose by €11.3 million.

Operating Expenses

Operating expenses fell by 1.7% during the third quarter 2003 compared to the previous year, despite the high price rises, especially in navigation aids and fuel, and the activity increase (1.9% in terms of ASKs). The main factors that contributed to the fall were: the depreciation of the dollar, the reduction in commercial expenses, the savings brought about by the application of the Social Plan and the implementation of the cost cutting programs (PROICO), the fall in interest rates and, finally, various measures introduced in in-flight services. Unit costs fell by 3.7% compared to the figure for the third quarter 2002 (not including Binter Canarias for an homogeneous comparisson). This fall in unit costs stands in contrast to the rise during the first half of the year (2.4% compared to 2002), which highlights the company’s policy to take action to bring down costs. 

In the July-September 2003 period, Iberia, L.A.E.’s headcount rose by 2.3% to 25,270 employees. Cabin crew increased by 0.2% and ground staff rose by 3.1%. The latter rise was due to the 8.0% increase in handling staff, mainly on temporary contracts, required by the heavy increase in services for third parties and the performance of new services, basically security. Excluding handling staff, the rest of the parent company’s equivalent ground staff decreased by 1.3% on the previous year. The technical crew headcount rose by 3.1% compared to the third quarter 2002, due to hiring of second pilots sufficiently in advance to deal with the expected future increase in the company’s activity, in line with the forecasts of the Director Plan. The number of flight attendants fell by 1.1%, which allowed to raise this group’s productivity by 2.4%.

The Iberia Group’s equivalent headcount reached 27,055 employees, 2.2% higher than 2002. The growth in Iberia, L.A.E.’s handling staff (which do not generate ASKs) is the main reason for the 1.0% fall in the productivity of the group’s ground staff (in terms of ASKs per employee). If we exclude handling employees, the ground staff’s productivity rose by 2.9% compared to the third quarter of the previous year.

In the third quarter 2003, personnel expenses were €355 million, falling by €0.7 million on the same period 2002. The implementation of the Social Plan had a very positive effect on the salary “mix”, which offset the increases in the equivalent headcount, salary rises in line with the consumer price index, the expected bonus for the improvement of results in 2003 and promotions. Personnel cost per ASK fell by 2.1%.

Fuel cost rose by €4.3 million, 3.5% compared to the third quarter 2002, mainly due to the activity increase (2.3% in terms of block hours). The price rise in dollars - even with the positive effect of hedging - was more than 15% above the average price for the same period of the previous year, but was practically offset by the savings from the depreciation of the dollar against the Euro.

In the third quarter 2003, leasing costs reduced by €10.5 million, 11.2% compared to the previous year, mainly due to the fall in interest rates and the depreciation of the dollar against the euro, which together more than offset the rise in cost per volume (on 30 September there were four additional aircraft under operating lease than a year earlier). Thus, operating leasing cost per ASK fell by 12.8%. Daily aircraft utilization was nine block hours, similar to the level the year before. 

Commercial expenses fell by 8.8% compared to the third quarter 2002, due to the fall in basic commissions and variable incentives on passenger sales. This difference is less than the one recorded in the previous quarter, because the current payment framework for Spanish travel agencies began to be applied on 1 June 2002. The ratio of net commercial expenses over traffic revenues was 0.9 percentage points down on 2002, reaching 7.5%.

Air traffic levies and charges amounted to  €94.5 million, up 3%, due to increases in landing fees and handling services and, to a lesser extent, activity growth. The latter factor also affected the rise in the cost of navigation aids (€5.1 million, 8.2% in the third quarter) but which was basically caused by the price rise applied to navigation aids by Eurocontrol since January 2003, as well as the rise in approaching fees charged by Spanish airports. Air traffic levies per ASK rose by 1.0% and navigation aids went up by 6.1%, both compared to 2002.

The aggregate amount of maintenance expenses (spare parts, subcontracts and major repairs provisions) was €56.7 million, 9.1% lower than the previous year, mainly due to the application of the provisions that had been made to cover possible obsolescence of certain spare parts. Maintenance cost per ASK was 10.8% down on the third quarter of the previous year.

The provision for amortization amounted to €43 million in the July-September 2003 period, €1.8 million higher than the figure in 2002, with an increase in the provisions for fleet components and computer programs.

The aggregate amount of the rest of operating expenses was €163.9 million, €7.1 million (4.2%) less than the third quarter of the previous year, pointing out the decreases in expenses for insurance and in-flight services, which were €6.9 million and €4.1 million respectively.

Accumulated operating expenses in the January-September 2003 period totaled €3,309.4 million, €15.8 million (0.5%) down on the same period the previous year. The factors that mainly contributed to the fall in expenses were: the favorable appreciation of the euro; the fall in commissions and variable incentive payments to travel agencies; the drop in the prices of new flight insurance policies; as well as the implementation of the Social Plan and cost cutting programs. On the other hand, the items that caused the greatest increase in costs were: rise in the prices of external expenses, mainly fuel and navigation aids; the increase in resources to generate higher revenues (handling and maintenance); and the application of the salary increases stipulated in collective bargaining agreements. Unit cost, 7.97 euro cents per ASK, thus remained at practically the same level as the previous year.

In the first nine months of this financial year, the total number of employees that left the company due to the extension of the Social Plan to 2003 was 485. A further 37 employees have been accepted but not yet made redundant. Despite this, the Iberia Group’s equivalent headcount was 405 employees higher than the previous year due to: a 7.6% rise in Iberia’s handling activity, mainly due to the increase in services for third parties; and, to a lesser extent, hiring co-pilots to face the expected growth in the flight activity. Excluding the handling staff, the Iberia Group’s ground staff headcount fell by 1.4%, raising its productivity by 0.7% in terms of ASKs per employee. The productivity of flight attendants also rose by 3.3% compared to 2002.  

Personnel expenses were €30.6 million higher than the amount in the first nine months of 2002, which is a 3.0% increase. The implementation of the Social Plan had a positive effect on the salary “mix” (-5.4%), offsetting part of the increases in expenses mainly caused by: salaries review by 3.5% in line with the consumer price index for the year 2003 plus the difference between the real consumer price index for 2002 (4.0%) and the provision made up until September last year (3.5%); the additional payment for the results achieved in 2002; the foreseeable payment for the improvement in results in 2003; the rise in the Group’s headcount (1.6%); and promotions.

Fuel cost rose by €15.9 million (4.0%) compared to the previous year, mainly as a result of the rise in price (21.7% after hedging), which was partially offset by the depreciation of the dollar. The cost of navigation aids rose by €19 million (11.1%) mainly due to the heavy increases in rates applied by Eurocontrol and the rise in approaching fees. The total fleet maintenance cost (spare parts, subcontracts and provisions) rose by 5%, mainly due to the rise in services for third parties.

Iberia lowered its commercial expenses by 12.6% compared to the first nine months of 2002. Net commercial cost as a proportion of traffic revenues improved by 1.3 percentage points to 7.8%. Operating leasing expenses fell by 7.2% despite the rise in the number of aircraft leased, helped by the depreciation of the dollar and, above all, the fall in interest rates. Insurance expenses were also down on 2002, falling by €21 million (34.7%). Other expense items that had a sharp fall were in-flight service, which dropped by €11.7 million (22.3%) and catering materials, which dropped by €3.7 million (16%), in both cases due to the introduction of various cost cutting programs and the new service model on short and medium haul flights. On the other hand, the aggregate amount of “Other operating expenses” was €11.7 million (5.9%), higher than the amount in the January-September 2002 period, mainly due to cost increases in security services, compensations, and computer software.      

Extraordinary, Financial and other Non-operating Results

In the third quarter 2003, there was a financial loss of €1.8 million, compared to the loss of €4.3 million the previous year. Exchange gains moved into the black compared to the loss of €14 million in the July-September 2002 period, as a result of the crisis in Argentina.

Interests generated by in balance-sheet debt rose by €8.4 million, decreasing by 25%, mainly due to lower interest rates. However, financial expenses fell by €11.4 million due to the provisions made to cover Iberia’s participation in the companies Opodo and Cordiem (€12 million and €2.4 million, respectively). Financial revenues in the third quarter 2003 include the gross capital gain generated by the sale of the Mundicolor trademark and the participation (18.7%) that Iberia had in Club Tiempo Libre. The amount of this capital gain was €11.5 million and offset the fall in the rest of the financial revenues compared to the third quarter 2002, which was caused mainly by the fall in interest rates.

For the first nine months, there was a financial loss of €4.7 million, €10.1 million better than the previous year. Exchange losses amounted to €2.8 million to September 2003, improving by €25.3 million over 2002, which had been affected by the “corralito” effect in Argentina. Financial expenses went up by €11.7 million, mainly due to the aforementioned provision, while financial revenues fell by €3.5 million compared to the previous year, mainly due to the fall in interest rates.

Extraordinary losses amounted to €2.5 million in the third quarter, compared to profits of €7.9 million recorded during the same period of the previous year (that year included both the capital gain generated by the sale of Binter Canarias and the updating of the B-727, DC-9 and DC-10 fleets to their market value). For the first nine months of 2003, there was an extraordinary profit of €11.3 million, which is a €12.3 million improvement on the previous year. Most of the extraordinary revenues and expenses in 2003 came from fleet-related transactions, in particular the following: the sale and donation of 21 aircraft from the DC-9 and B-727 fleets, which generated a net profit in the group’s consolidated accounts of €6.6 million; and the sale of the inactive DC-10 fleet, which produced a €9.6 million profit. In addition, it is worth pointing out that there was a €4.7 million loss from the withdrawal of rotable and repairable components and a €2.5 million gain on the sale of a sales office in Rome.

Net Debt to Equity

In balance sheet net debt is still negative (in other words, the available cash exceeds the amount of remunerated debt), amounting to €-668.2 million on 30 September 2003. Short-term financial investments and cash fell by €46.2 million compared to December 2002, mainly due to the schedule of investments in new fleet. Remunerated debt, excluding financial leasing interest, was €502.3 million, a similar amount to that recorded in December 2002.

Adjusted net debt, which includes capitalization of operating leases, was 8.3% down on December 2002 (using eighth as the capitalization multiplier) due to the reduction in operating lease expenses. The Iberia Group’s leverage, measured as adjusted net debt over total resources, is 59.4%, 3.3 percentage points lower than at the close of the financial year 2002. 
On 30 September 2003, the Iberia Group’s equity was more than €1,390 million, rising by 5.5% compared to December 2002.
Operational Fleet and Variations

In August, Iberia incorporated the second Airbus A340-600 of the three to be delivered this year. Both aircraft operate under operating leasing. Furthermore, a B-757 aircraft operated under a financial lease became the property of Iberia in September. Thus, on 30 September 2003, the Iberia Group’s operational fleet included 148 aircraft, of which 48 were owned, 12 under financial leases and 88 under operating leases.

Subsidiaries and Other Business Interests

The profits of Iberia, L.A.E.’s subsidiaries in the first nine months of 2003 remained stable, in line with the profits from the previous year. Savia's profit before taxes was €8.5 million, while it earned an €8.7 million profit during the same period in 2002. Meanwhile, Iber-Swiss’ profit before taxes amounted to €3.4 million, down €0.3 million on the previous year. Cacesa achieved a pre-tax profit of €0.6 million, a slight improvement on the figure for the January-September 2002 period.

Madrid, 13th-November-2003
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