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Fourth Quarter Results

October-December 2003

Highlights

	IBERIA GROUP                    Thousand €
	Oct – Dec

2003
	Oct – Dec

2002
	%
	Accumulated

2003
	Accumulated

2002
	%

	Operating Revenues 
	1.174.708 
	1.141.604 
	2,9 
	4.619.329 
	4.699.532 
	-1,7 

	Operating Expenses 
	1.149.201 
	1.125.199 
	2,1 
	4.458.648 
	4.450.425 
	0,2 

	Operating Income EBIT 
	25.507 
	16.405 
	55,5 
	160.680 
	249.107 
	-35,5 

	EBITDAR 
	167.181 
	157.775 
	6,0 
	700.673 
	804.806 
	-12,9 

	Consolidated income after taxes 
	34.823 
	-15.332 
	n.s.
	145.852 
	159.825 
	-8,7 

	Total Shareholders Equity (a) 
	---
	---
	---
	1.432.761 
	1.317.737 
	8,7 

	In balance-sheet net debt (a) 
	---
	---
	---
	-938.181 
	-714.768 
	31,3 

	Adjusted net debt x 7 (a) 
	---
	---
	---
	1.491.005 
	1.848.275 
	-19,3 

	Adjusted net debt x 8 (a) 
	---
	---
	---
	1.842.768 
	2.219.327 
	-17,0 

	ASKs (millions) (b)
	14.621 
	13.584 
	7,6 
	56.145 
	55.405 
	1,3 

	RPKs (millions) (b)
	10.815 
	9.686 
	11,7 
	42.100 
	40.470 
	4,0 

	Load Factor (%)(b)
	74,0
	71,3
	2,7 p. 
	75,0 
	73,0 
	1,9 p. 

	Passenger revenues (b)
	857.973 
	807.750 
	6,2 
	3.356.794 
	3.481.392 
	-3,6 

	Yield (€ cents) (b)
	7,93 
	8,34 
	-4,9 
	7,97 
	8,60 
	-7,3 

	Operating Revenue/ASK (€ cents)
	8,03 
	8,40 
	-4,4 
	8,23 
	8,48 
	-3,0 

	Operating Expenses/ASK (€ cents)
	7,86 
	8,28 
	-5,1 
	7,94 
	8,03 
	-1,1 

	Operating Expenses/ASK exc Fuel (€ cents)
	6,89 
	7,15 
	-3,6 
	6,95 
	7,03 
	-1,2 


n.m.: not meaningful, applicable when the variation is over+/-300%

Number of shares as at 31-Dec-2003: 919,016,894,  31-Dec-2002: 912,962,035
(a) December 2003 v December 2002. See notes pages 3 and 4. (b) Iberia L.A.E. data
Highlights

· Iberia earned operating revenues of €25.5 million in the fourth quarter of the year, a 55% increase on the same period in 2002

· In this quarter the company increased its capacity by 7.6%, while improving the load factor in its three strategic markets by an average of 2.7 percentage points. Unit revenues fell 4.4%, partly due to the weakness of the dollar, and total operating revenues rose by 2.9%.

· Unit operating costs fell 5.1% with significant reductions in some areas such as fuel cost and aircraft leases. Meanwhile, progress was made on the levels of fleet utilisation and staff productivity and the company has reached commercial and catering agreements allowing it to meet the objectives set in the Director Plan 03-05.

· Iberia’s efficient management and ongoing adaptation of capacity to market evolution resulted in improvements in the passenger load factor throughout the year. Over the year, the load factor improved by 1.9 percentage points, rising to 75.0%, a record in the company’s history.

· Net Income amounted to €145.8 million for the year as a whole, only 8.7% lower than in 2002, allowing it to achieve a ROE of 10.1% in a particularly difficult business environment.

· In 2003, adjusted net debt fell 17% due to the reduction in aircraft lease payments (despite using 7 new airplanes) and a conservative investment policy and backed by self-financing.

· Plans for cost cutting, redefining products and improving service quality, as mentioned in our Management Plan, were also implemented. IBERIA has finished the year as the most punctual network company in the Association of European Airlines, AEA (average punctuality: 83.8%).

Consolidated Statements of Income (not audited)

	€ Thousand
	Oct – Dec

2003
	Oct – Dec

2002
	%
	Accumulated

2003
	Acumulated

2002
	%

	
	
	
	
	
	
	

	OPERATING REVENUES
	1.174.708 
	1.141.604 
	2,9 
	4.619.329 
	4.699.532 
	-1,7 

	
	
	
	
	
	
	

	NET SALES
	1.118.906 
	1.079.733 
	3,6 
	4.402.447 
	4.485.715 
	-1,9 

	Passenger Revenues (a)
	920.957 
	901.469 
	2,2 
	3.615.437 
	3.775.939 
	-4,3 

	Cargo Revenues
	74.059 
	64.127 
	15,5 
	254.857 
	253.401 
	0,6 

	Handling
	63.528 
	55.312 
	14,9 
	272.829 
	234.804 
	16,2 

	Technical assistance to airlines
	23.351 
	25.245 
	-7,5 
	103.997 
	91.333 
	13,9 

	Other Revenues
	37.010 
	33.580 
	10,2 
	155.327 
	130.238 
	19,3 

	
	
	
	
	
	
	

	OTHER OPERATING REVENUES
	55.802 
	61.871 
	-9,8 
	216.882 
	213.818 
	1,4 

	Rents
	3.312 
	3.464 
	-4,4 
	8.746 
	9.480 
	-7,7 

	Commissions
	30.642 
	29.536 
	3,7 
	120.943 
	108.521 
	11,4 

	Other sundry revenues
	21.848 
	28.871 
	-24,3 
	87.193 
	95.816 
	-9,0 

	
	
	
	
	
	
	

	OPERATING EXPENSES
	1.149.201 
	1.125.199 
	2,1 
	4.458.648 
	4.450.425 
	0,2 

	
	
	
	
	
	
	

	PURCHASES
	190.805 
	212.336 
	-10,1 
	754.164 
	762.132 
	-1,0 

	Aircraft Fuel
	141.741 
	154.080 
	-8,0 
	556.841 
	553.241 
	0,7 

	Aircraft spare parts
	30.406 
	41.291 
	-26,4 
	130.772 
	142.963 
	-8,5 

	Catering materials
	7.315 
	7.488 
	-2,3 
	26.975 
	30.888 
	-12,7 

	Other purchases
	11.344 
	9.478 
	19,7 
	39.576 
	35.040 
	12,9 

	
	
	
	
	
	
	

	PERSONNEL EXPENSES
	363.729 
	345.345 
	5,3 
	1.402.731 
	1.353.734 
	3,6 

	Wages, salaries, etc.
	275.976 
	250.488 
	10,2 
	1.064.163 
	1.022.087 
	4,1 

	Employee welfare expenses
	87.753 
	94.857 
	-7,5 
	338.568 
	331.647 
	2,1 

	
	
	
	
	
	
	

	DEPRECIATION AND AMORTIZATION
	42.575 
	41.443 
	2,7 
	170.835 
	164.702 
	3,7 

	VARIATION IN OP. PROVISIONS
	4.415 
	5.441 
	-18,9 
	7.199 
	13.334 
	-46,0 

	
	
	
	
	
	
	

	OTHER OPERATING EXPENSES
	547.677 
	520.634 
	5,2 
	2.123.719 
	2.156.523 
	-1,5 

	Aircraft leases (b)
	99.100 
	99.926 
	-0,8 
	369.157 
	390.997 
	-5,6 

	     Operating leases
	94.750 
	93.907 
	0,9 
	353.185 
	373.770 
	-5,5 

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

	     Cargo wet leases
	4.350 
	6.020 
	-27,7 
	15.973 
	17.222 
	-7,3 

	Other leases
	19.056 
	20.996 
	-9,2 
	75.581 
	78.185 
	-3,3 

	Fleet maintenance (subcontracts)
	21.381 
	23.323 
	-8,3 
	104.708 
	96.666 
	8,3 

	Commercial expenses
	124.352 
	105.655 
	17,7 
	437.813 
	464.274 
	-5,7 

	Air traffic levies and charges
	91.441 
	90.301 
	1,3 
	362.699 
	362.687 
	0,0 

	Navigation-other communication aids
	66.402 
	54.431 
	22,0 
	257.593 
	226.586 
	13,7 

	In flight services
	11.992 
	12.084 
	-0,8 
	52.643 
	64.413 
	-18,3 

	Booking systems
	28.876 
	27.139 
	6,4 
	128.164 
	126.322 
	1,5 

	Insurance
	11.651 
	15.557 
	-25,1 
	51.122 
	76.045 
	-32,8 

	Other expenses
	73.426 
	71.222 
	3,1 
	284.239 
	270.348 
	5,1 

	
	
	
	
	
	
	

	OPERATING INCOME
	25.507 
	16.405 
	55,5 
	160.680 
	249.107 
	-35,5 

	
	
	
	
	
	
	


(a) Passenger revenues include issued but unused tickets, previously accounted in current liabilities as customer advances, together with other minor adjustments.

(b) The concept aircraft leases is used to calculate capitalized leases included in the adjusted net debt (see notes pages 3 and 4).

	€ Thousand
	Oct – Dec

2003
	Oct – Dec

2002
	%
	Accumulated

2003
	Accumulated

2002
	%

	
	
	
	
	
	
	

	OPERATING INCOME
	25.507 
	16.405 
	55,5 
	160.680 
	249.107 
	-35,5 

	
	
	
	
	
	
	

	Financial revenues
	12.236 
	7.027 
	74,1 
	52.954 
	51.237 
	3,4 

	Financial expenses
	8.050 
	8.491 
	-5,2 
	50.641 
	39.361 
	28,7 

	Exchange gains
	-3.888 
	-5.251 
	25,9 
	-6.708 
	-33.392 
	79,9 

	FINANCIAL RESULTS
	298 
	-6.716 
	104,4 
	-4.395 
	-21.515 
	79,6 

	Share in income of companies carried by the equity method
	12.741 
	9.933 
	28,3 
	33.898 
	19.692 
	72,1 

	Amortization of goodwill in consolidation
	-1.653 
	-1.653 
	0,0 
	-6.613 
	-6.613 
	0,0 

	
	
	
	
	
	
	

	INCOME FROM ORDINARY ACTIVITIES
	36.892 
	17.969 
	105,3 
	183.570 
	240.670 
	-23,7 

	
	
	
	
	
	
	

	Extraordinary revenues
	59.139 
	25.580 
	131,2 
	102.582 
	72.990 
	40,5 

	Extraordinary expenses
	52.355 
	71.227 
	-26,5 
	84.469 
	119.580 
	-29,4 

	EXTRAORDINARY INCOME
	6.784 
	-45.646 
	114,9 
	18.113 
	-46.590 
	138,9 

	
	
	
	
	
	
	

	CONSOLIDATED INCOME BEFORE TAXES
	43.676 
	-27.677 
	257,8 
	201.683 
	194.080 
	3,9 

	CORPORATE INCOME TAX
	-8.853 
	12.345 
	-171,7 
	-55.831 
	-34.256 
	-63,0 

	CONSOLIDATED INCOME FOR THE PERIOD
	34.823 
	-15.332 
	n.s.
	145.852 
	159.825 
	-8,7 

	MINORITIES
	-40 
	306 
	-113,2 
	2.266 
	2.705 
	-16,2 

	ATTRIBUTED INCOME FOR THE PERIOD
	34.863 
	-15.638 
	n.s.
	143.586 
	157.120 
	-8,6 

	
	
	
	
	
	
	


n.m.: not meaningful, applicable when the variation is over+/-300%
Capitalized leases: includes the total amount of operating leases + 50% of wet leases + 50% cargo leases. Annual leasing expenses were €382,383 thousand in 2002and €361,171 thousand in 2003. Both amounts must be 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
	Dic – 2003
	Dec – 2002

	ASSETS
	4.699.260 
	4.649.480 

	   FIXED ASSETS
	2.429.208 
	2.460.329 

	      START-UP EXPENSES
	98 
	303 

	      NET INTANGIBLE FIXED ASSETS
	430.422 
	465.281 

	      NET TANGIBLE FIXED ASSETS
	931.762 
	1.168.015 

	      LONG-TERM FINANCIAL INVESTMENTS
	763.237 
	474.999 

	          Iberbuses Loans
	156.810 
	188.853 

	          Iberbond Bonds
	33.150 
	34.320 

	          Other
	573.277 
	251.826 

	      LONG-TERM DEBTORS
	303.689 
	351.731 

	   GOODWILL IN CONSOLIDATION
	98.098 
	104.711 

	   DEFERRED CHARGES
	85.347 
	122.229 

	   CURRENT ASSETS
	2.086.607 
	1.962.211 

	      INVENTORIES
	77.056 
	89.964 

	      ACCOUNTS RECEIVABLE
	582.167 
	587.622 

	      SHARES OF THE CONTROLLING COMPANY
	20.066 
	31.896 

	      SHORT-TERM FINANCIAL INVESTMENTS
	1.358.027 
	1.204.683 

	      CASH
	18.086 
	11.957 

	      ACCRUAL ACCOUNTS
	31.205 
	36.089 

	LIABILITIES
	4.699.260 
	4.649.480 

	   SHAREHOLDERS´ EQUITY
	1.432.761 
	1.317.737 

	      CAPITAL STOCK
	716.833 
	712.110 

	      RESERVES OF THE CONTROLLING COMPANY
	412.497 
	302.433 

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

	      TRANSLATION DIFFERENCES
	-284 
	-123 

	      INCOME ATTRIBUTABLE TO THE CONTROLLING COMPANY
	143.586 
	157.120 

	   MINORITY INTERESTS
	9.204 
	9.242 

	   NEGATIVE GOODWILL IN CONSOLIDATION
	1.494 
	1.494 

	   DEFERRED REVENUES
	56.805 
	70.475 

	   PROVISIONS FOR CONTINGENCIES AND EXPENSES
	1.250.042 
	1.261.455 

	   LONG-TERM DEBT
	467.506 
	525.975 

	      CONVERTIBLE BONDS
	27.533 
	22.573 

	      PAYABLE TO CREDIT ENTITIES
	419.696 
	480.105 

	         Payable to credit entities
	357.055 
	392.392 

	         Future leasing interests payments
	62.641 
	87.713 

	      OTHER ACCOUNTS PAYABLE
	20.277 
	23.297 

	 CURRENT LIABILITIES
	1.481.448 
	1.463.102 

	 CONVERTIBLE BONDS
	22.573 
	7.524 

	      PAYABLE TO CREDIT ENTITIES
	46.930 
	102.011 

	         Payable to credit entities
	30.771 
	79.383 

	         Future leasing interests payments
	16.159 
	22.628 

	      OTHER ACCOUNTS PAYABLE
	1.411.503 
	1.352.850 

	      ACCRUAL ACCOUNTS
	442 
	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  December 2003: 6% of 156.810 MM/ € x 7 = € 65.860 million, or x 8 = € 75.269 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
	Dic – 2003

	
	

	APPLICATION OF FUNDS
	

	
	

	   VARIATION IN DEFERRED CHARGES
	-36.882 

	   VARIATION IN START-UP EXPENSES
	-205 

	   FIXED ASSET ADDITIONS
	721.946 

	   VARIATION IN ASSOCIATES
	-6.613 

	   DIVIDENDS
	38.339 

	   REPAYMENT/TRANSFER TO SHORT-TERM OF LONG-TERM DEBT
	345.254 

	   APPLICATION OF PROVISIONS FOR CONTINGENCES AND EXPENSES
	164.780 

	   VARIATION IN NET WORKING CAPITAL
	66.018 

	TOTAL FUNDS APPLIED
	1.292.637 

	
	

	SOURCE OF FUNDS
	

	
	

	 FUNDS FROM OPERATIONS
	495.094 

	   INCREASE IN CAPITAL
	7.206 

	   VARIATION IN DEFERRED REVENUES
	-13.670 

	   DISPOSAL OF PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS
	490.306 

	   DISPOSAL OF LONG-TERM INVESTMENTS
	64.415 

	   LONG-TERM DEBT
	246.753 

	   OTHER ADJUSTMENTS
	2.533 

	TOTAL FUNDS OBTAINED
	1.292.637 

	
	


Operating statistics

	IBERIA GROUP (a) (b)
	Oct – Dec

2003
	Oct – Dec

2002
	%
	Accumulated

2003
	Accumulated

2002
	%

	
	
	
	
	
	
	

	Total
	
	
	
	
	
	

	ATK (Millions)
	1.657
	1.562
	6,1
	6.322
	6.293
	0,5

	RTK (Millions)
	1.237
	1.098
	12,7
	4.657
	4.492
	3,7

	Load Factor (%)
	74,6
	70,3
	4,3 p. 
	73,7
	71,4
	2,3 p. 

	
	
	
	
	
	
	

	SCHEDULED TRAFFIC
	
	
	
	
	
	

	Nº of Passengers (Thousand)
	6.350
	5.875
	8,1 
	25.613
	24.681
	3,8 

	        Domestic
	3.650
	3.412
	7,0 
	14.581
	13.874
	5,1 

	        Medium-Haul
	1.850
	1.696
	9,1 
	7.756
	7.664
	1,2 

	        Long-Haul
	850
	767
	10,8 
	3.276
	3.143
	4,2 

	ASKs (Millions)
	14.621
	13.584
	7,6 
	56.145
	55.405
	1,3 

	        Domestic
	3.337
	3.255
	2,5 
	13.323
	13.196
	1,0 

	        Medium-Haul
	3.791
	3.638
	4,2 
	14.622
	14.408
	1,5 

	        Long-Haul
	7.492
	6.690
	12,0 
	28.200
	27.800
	1,4 

	RPKs  (Millions)
	10.815
	9.686
	11,7 
	42.100
	40.470
	4,0 

	        Domestic
	2.416
	2.287
	5,6 
	9.718
	9.380
	3,6 

	        Medium-Haul
	2.338
	2.122
	10,2 
	9.655
	9.531
	1,3 

	        Long-Haul
	6.062
	5.276
	14,9 
	22.727
	21.559
	5,4 

	Load Factor (%)
	74,0
	71,3
	2,7 p. 
	75,0
	73,0
	1,9 p. 

	        Domestic
	72,4
	70,3
	2,1 p. 
	72,9
	71,1
	1,9 p. 

	        Medium-Haul
	61,7
	58,3
	3,3 p. 
	66,0
	66,2
	-0,1 p.

	        Long-Haul
	80,9
	78,9
	2,0 p. 
	80,6
	77,5
	3,0 p. 

	
	
	
	
	
	
	

	CARGO
	
	
	
	
	
	

	Cargo Tones
	63.070
	55.018
	14,6 
	213.459
	209.783
	1,8 

	ATKs (Millions)
	341
	339
	0,6 
	1.269
	1.307
	-2,9 

	RTKs (Millions)
	264
	226
	16,5 
	868
	850
	2,1 

	Load Factor (%)
	77,2
	66,7
	10,5 p. 
	68,4
	65,1
	3,3 p. 

	
	
	
	
	
	
	

	PASSENGER REVENUES
	
	
	
	
	
	

	Total Euros (Thousand)
	857.973
	807.750
	6,2 
	3.356.794
	3.481.392
	-3,6 

	Revenue / ASK (€ cents)
	5,87
	5,95
	-1,3 
	5,98
	6,28
	-4,8 

	Revenue / RPK (€ cents)
	7,93
	8,34
	-4,9 
	7,97
	8,60
	-7,3 

	
	
	
	
	
	
	


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
	Oct – Dec

2003
	Oct – Dec

2002
	%
	Accumulated

2003
	Accumulated

2002 (a)
	%

	
	
	
	
	
	
	

	Unit Ratios (€ cents/ask)
	
	
	
	
	
	

	OPERATING REVENUE
	8,03 
	8,40 
	-4,4 
	8,23 
	8,48 
	-3,0 

	OPERATING COST
	7,86 
	8,28 
	-5,1 
	7,94 
	8,03 
	-1,1 

	     Fuel Cost 
	0,97 
	1,13 
	-14,5 
	0,99 
	1,00 
	-0,7 

	     Fleet Maintenance cost
	0,35 
	0,48 
	-25,5 
	0,42 
	0,43 
	-3,0 

	        Spare parts cost 
	0,21 
	0,30 
	-31,6 
	0,23 
	0,26 
	-9,7 

	        Maintenance cost (subcontracts)
	0,15 
	0,17 
	-14,8 
	0,19 
	0,17 
	6,9 

	     Personnel cost 
	2,49 
	2,54 
	-2,1 
	2,50 
	2,44 
	2,3 

	     Commercial cost
	0,85 
	0,78 
	9,3 
	0,78 
	0,84 
	-6,9 

	     Aircraft Leases ASK
	0,68 
	0,74 
	-7,9 
	0,66 
	0,71 
	-6,8 

	     Air Traffic Levies and charges 
	0,63 
	0,66 
	-5,9 
	0,65 
	0,65 
	-1,3 

	     Navigation aids 
	0,45 
	0,40 
	13,3 
	0,46 
	0,41 
	12,2 

	     Rest 
	1,44 
	1,55 
	-7,2 
	1,49 
	1,55 
	-4,0 

	Net commercial cost / Traffic passenger and cargo revenue (%) (b)
	9,4 
	7,9 
	19,5 
	8,2 
	8,8 
	-7,3 

	 
	
	
	
	
	
	

	Productivity
	
	
	
	
	
	

	Average fleet utilization (block hours/aircraft/ day)
	8,89 
	8,70 
	2,2 
	8,78 
	8,78 
	0,0 

	Annual average headcount
	26.118 
	25.544 
	2,2 
	26.202 
	25.754 
	1,7 

	ASK per employee
	560 
	532 
	5,3 
	2.143 
	2.151 
	-0,4 

	     Ground
	744 
	707 
	5,3 
	2.832 
	2.858 
	-0,9 

	     Ground (without handling)
	1.315 
	1.198 
	9,8 
	4.968 
	4.826 
	2,9 

	Block hours per technical crew 
	64,4 
	62,6 
	3,0 
	250,1 
	250,6 
	-0,2 

	Block hours per flight attendant
	27,6
	27,0
	2,2 
	110,1
	106,9
	3,0 

	     
	
	
	
	
	
	


(a) 2002 data does not include Binter Canarias.

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

	IBERIA GROUP (a)
	December

2003
	September

2003
	December

2002 (b)

	
	
	
	

	Long Haul
	27
	27
	26

	     Own
	4
	5
	6

	     Financial Lease
	0
	0
	0

	     Operating Lease
	23
	22
	20

	     Wet lease
	0
	0
	0

	Short and Medium Haul
	122
	121
	120

	     Own
	43
	43
	42

	     Financial Lease
	12
	12
	13

	     Operating Lease
	67
	66
	65

	     Wet lease
	0
	0
	0

	Total
	149
	148
	146

	     Own
	47
	48
	48

	     Financial Lease
	12
	12
	13

	     Operating Lease
	90
	88
	85

	     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
During 2003 the war in Iraq, the repercussions of SARS and general economic stagnation delayed the eagerly awaited recovery of international air traffic, which began in the summer, with significant increases – in terms of both passengers and cargo – in the last quarter. The backdrop of war also influenced the significant increase in the price of fuel in 2003. This factor, together with the high increases in navigation aids and customers’ growing awareness of travel prices created added difficulties for airlines to be profitable. In this complicated environment, Iberia managed to earn net consolidated income of €145.9 million in 2003, just €14 million less than 2002's impressive results.

The aforementioned weak traffic, the depreciation of the dollar against the Euro and pressure from low-cost airlines led to a notable and generalized fall in unit passenger revenues in the sector. In Iberia’s case, due to its flexibility and ability to adapt its capacity to market conditions, the fall in passenger revenues was limited to 4.3% down on the previous year. This decrease was partially offset by the good performance of revenues generated by other business carried out by Iberia and its subsidiaries, the annual aggregate amount of which rose by 8.7% over 2002. Thus, Iberia’s operating revenues decreased just 1.7% to €4,619.3 million in 2003.

Operating expenses stayed at practically the same level as the previous year (0.2%). Iberia continued to carrying out cost-cutting measures and this, together with the depreciation of the dollar and the fall in interest rates, offset the price rises included in operating expenses and the increase in resources needed for business growth. It is worth highlighting the decreases in commercial expenses, aircraft rentals and insurance. Unit operating costs in 2003 were thus 1.1% lower than the previous year.

The appreciation of the euro against the dollar (around 16% compared to the average exchange rate in 2002) significantly contributed to the decrease in both revenue and expenses in 2003 and had a net positive effect on Iberia’s operating results.

The EBITDAR generated by the company rose to €700.7 million, a 15.2% margin on revenues, compared to 17.1% in 2002. Iberia earned operating income of €160.7 million in 2003, €88.4 million less than the year before. However, this decrease was offset by the better financial results obtained, the share in income of companies carried by the equity method and extraordinary revenues. Thus, Iberia achieved a consolidated income before taxes of €201.7 million in 2003, €7.6 million more than the previous year. Consolidated profit after tax and minorities was €143.6 million in 2003, 3.1% margin on operating revenues compared to 3.3% the previous year.

Fourth Quarter 2003

In the fourth quarter 2003, Iberia responded to the notable growth in air traffic, particularly long-haul flights, with a significant increase in capacity. This eagerly awaited rise in traffic, together with a slowing of the fall in yields, resulted in an increase in passenger revenue. The significant increase in cargo and handling revenue meant that operating revenue rose 2.9% over the final quarter of 2002.

The evolution in unit costs was extremely good throughout 2003 if we look at the variations of each of the quarters with respect to the same periods last year. Thus, in the last quarter of the year, Iberia reduced its unit operating costs by 5.1% to 7.86 Euro cents per ASK.

The profitability of Iberia increased as 2003 went on, if one looks at the differences in quarterly operating revenues compared to the previous year. Thus, the negative differences decreased for the first three quarters until the trend was bucked in the fourth quarter, when Iberia earned operating profit of €25.5 million, exceeding the figures obtained for the same period in 2002 by €9.1 million.

The EBITDAR generated was €167.2 million in the fourth quarter of 2003, rising 6% over the previous year, a 14.2% margin, 0.4 percentage points above the margin achieved in 2002. Consolidated Income before taxes wase €43.7 million in the last quarter of the year, a €71.4 million improvement on 2002. The net income for the quarter was €34.8 million, €50 million up on the previous year.  

Capacity and demand

The expected recovery in air traffic did not materialize in the first half of 2003 due to the economic stagnation of the main economies, the war in Iraq and the unexpected outbreak of SARS (Severe Acute Respiratory Syndrome). During the second half of the year, these factors became less influential, while the economic indicators improved, allowing a progressive reestablishment of air traffic, which saw general growth in the last quarter of 2003, after two years of major crisis.

Within this difficult context, Iberia appropriately adjusted its capacity to the evolution in traffic. Thus, faced with weak traffic in the first half of the year, the Company reduced its capacity by 2.2%, progressively increasing it from July onwards, which led to an average increase of 4.7% in the second half of the financial year. Therefore, in the accumulated figures for the year 2003, the number of available seat kilometers (ASKs) increased by 1.3%. Iberia’s passenger revenue per kilometer (RPKs) for the financial year was 4.0% up on 2002, increasing the passenger load factor by 1.9 percentage points to 75% for the whole network. This increase is significantly higher than the average increase in traffic for the Association of European Airlines (AEA), which was 1.3%, and also clearly exceeded the increases obtained by the rest of the main European network companies. 

The ASKs for the long haul sector, which accounted for just over half of the company's total capacity in 2003, saw an annual increase of 1.4%. However, Iberia made some changes to its schedule in the first few months of the year, which primarily affected Argentina and, above all, Venezuela, where traffic had decreased due to the country's instability. From June onwards, as traffic recovered on Atlantic flights, there were rising monthly increases in capacity compared to 2002. For the year as a whole, the company increased its RPKs by 5.4%, improving the load factor by 3 percentage points to 80.6%. The increase in traffic on South Atlantic routes was impressive, with an increase of more than 20% compared to the previous year, improving the load factor by 10 points to 83.5%.  

In the international medium haul sector, Iberia decided to reduce the initially forecasted capacity from March 2003 and delay taking delivery of three new airplanes due to the weak traffic. With the progressive recovery of traffic during the second half of the year and the corresponding adaptation of capacity, ASKs and RPKs increased by 1.5% and 1.3% respectively for the year as a whole, with the load factor remaining at a similar level to the year 2002 at around 66%.   

The domestic market performed more stable in the financial year 2003. The load factor reached 72.9%, 1.9 points up on the previous year. This improvement and the 1% increase in capacity, led to an increase of 3.6% in RPKs. The number of passengers in domestic flights increased by 5.1%.

Fourth Quarter 2003

In the fourth quarter 2003 there was a surge in the rate of traffic growth across all markets, with more marked acceleration on international routes. Thus, across the Iberia network, traffic increased by 11.7% compared to the same period of the previous year, with a rise of 1.6% in the first nine months of the year. The load factor was 2.7 points up on the last three months of 2002 at 74.0%, a company record for the fourth quarter of the year. The ASKs and the RPKs for the long haul sector increased by 12.0% and 14.9%, respectively, and the performance of flights to South America was spectacular. In the international medium haul sector, traffic increased by 10.2%, improving the load factor by 3.3 percentage points, compared to the final quarter of the previous year. In the domestic sector, RPKs increased by 5.6%, with an improvement of 2.1 points in the passenger load factor.

Operating Revenues

Operating revenues amounted to €4,619.3 million in 2003, 1.7% down on the previous year. 78.3% of this figure was total passenger revenue, which decreased by 4.3%. Half of this decrease was offset by the good performance of the rest of operating revenue, the aggregate amount of which increased by €80.3 million compared to 2002, an increase of 8.7%.

Passenger revenue generated by flights operated by the company during the year amounted to €3,356.8 million, €124.6 million lower than 2002, i.e. a 3.6% fall. Iberia’s yield decreased by 7.3% compared to 2002, with an impact of €243.6 million. This decrease was partially offset by the 4% increase in traffic volume, which led to an improvement in revenue of around €119 million.

The difference between accounted passenger revenues (€3,615.4 million) and the passenger revenues coming from the tickets that have been flown (€3,356.8 million) was €258.6 million, €35.9 million less than last year. This decrease was due to less revenue coming from issued but unused tickets in line with the smaller sales volume and the introduction of the new pricing model in some routes.

Cargo revenues amounted to €254.9 million during the financial year 2003, increasing by 0.6% compared to the previous year. Goods traffic was very weak for most of the year but managed an increase of 16.5% in the last quarter, which meant that ton revenue per kilometer, RTK, increased by 2.1% for the year as a whole. The appreciation of the Euro had an adverse effect on yields.

In 2003, Iberia increased handling revenue by 16.2% to €272.8 million, primarily thanks to the increase in business for third parties and carrying out new tasks related to security, which increased the unit price of the services rendered. Technical assistance revenue increased by 13.9% compared to 2002, due to an increase in services carried out for the Ministry of Defense and the recovery of the engine repair service for third parties. Finally, we should point out the increase of 11.4% recorded as commission revenue, which amounted to €120.9 million. The increase in commission from franchise and code sharing agreements was particularly notable.

Fourth Quarter 2003

Operating revenues in the fourth quarter of 2003 were €33.1 million up on the previous year, an increase of 2.9%.

Passenger revenue progressed well during the fourth quarter of 2003, not only due to the spectacular acceleration in traffic growth, but also due to the moderation of the fall in yields. The fall was limited to 4.9% compared to the previous year, which was primarily caused by the depreciation of the dollar, compared to an average fall of 8% in the accumulated figures for September. With the improvement achieved in the load factor, the unit passenger revenue per ASK recorded a reduction of 1.3% (compared with a decrease of 4.9% in the first nine months of the year). The passenger revenue from operations carried out during the last quarter increased to €858.0 million, 6.2% up on the same period in 2002. However, the effect of less recovery of unused tickets as a result of the new pricing model, together with other minor accounting adjustments, limited the increase in total passenger revenues to 2.2% at €921 million.

On aggregate, the rest of operating revenue increased by 5.7% to €253.8 million. The increases in handling revenue (14.9%) and cargo revenue (15.5%) were particularly impressive, in the latter case due to the strong growth in intercontinental traffic during the last quarter of 2003.

Operating Expenses

Iberia reduced its unit operating costs by 1.1% in the year 2003 compared to 2002 at 7.94 Euro cents per ASK. Furthermore, the change in unit costs throughout the year was very positive. Thus, compared to the previous financial year, unit costs increased by 4.4% in the first quarter of 2003; afterwards, the variation decreased gradually and the trend changed in the third quarter (-3.7%) and ended with a reduction of 5.1% in the October-December period, a quarter in which unit cost fell more than unit revenues, which highlights the ongoing action carried out by the company to cut costs.

Operating costs were €4,458.6 million in 2003 and remained at a very similar level to the previous year.

Fuel expense amounted to €556.8 million in 2003, increasing by 0.7% compared to the previous year. Historically low stocks, the instability in Venezuela and, above all, the pre-war situation meant that the cost of a barrel of crude oil on the international market was on a sharp upward trend during the first few months of 2003. After the Iraq war, the price of a barrel of crude oil in dollars was extremely volatile and remained high until the end of the financial year. With active hedging policies, Iberia managed to limit the rise in the average annual price to around 15% compared to the already high price recorded in 2002. This price increase caused an increase in the annual expenses of more than €81 million, which was completely neutralized by the depreciation of the dollar against the Euro. Thus, if we exclude the effect of the increase in business, the unit cost of fuel in 2003 was 0.99 Euro cents per ASK, 0.7% down on the previous year.

The total cost of fleet maintenance, made up of the three complementary items detailed below, decreased by 1.7% (€4.1 million) compared to 2002. The cost of spare parts was €130.8 million in 2003, a fall of 8.5% due to the depreciation of the dollar and the greater homogeneity of the fleet. On the other hand, external maintenance and repair services increased by 16.1%, primarily due to the increase in business for third parties and fully subcontracting engines for the A-340/600 fleet. The third item, provisions for large repairs, decreased by 3.6%. Unit maintenance costs decreased by 3.0% compared to 2002 at 0.42 eurocents per ASK. If one deducts the technical assistance revenues from the aggregate annual amount of maintenance expenses, total net maintenance costs were €131.5 million in 2003, 11.3% less than the previous year, in line with the objectives of the Director Plan for 2003.

During 2003, a total of 765 ground staff and cabin crew left the company with the expansion of redundancy plan and the restructuring of sales offices abroad. Despite this, the equivalent Group headcount increased by 448 employees (397 in the main company and 51 in the subsidiaries), an increase of 1.7% compared to the previous year. There was a fall of 0.7% in the number of cabin crew, while the number of pilots increased by 2.0% due to hiring second pilots in advance in order to manage the forecast increase in business. Ground staff increased by 2.2% primarily due to the 7.8% increase in handling staff required due to the strong increase in production for third parties and due to carrying out new services, primarily security related. This increase was basically made up of staff on temporary contracts. If one excludes handling staff, the rest of the ground staff for the Iberia Group decreased by 1.6% compared to the previous year.

Flight attendants' productivity improved by 3.0% compared to 2002 and ground staff’s productivity, excluding handling staff, increased by 2.9% in terms of ASKs per employee.

Personnel expenses were 3.6% higher than 2002 at €1,402.7 million. Apart from the rise in the headcount, the reasons for this increase in expenses were slippages (the effect of which is estimated at around 1.5%) and the application of measures agreed in the collective bargaining agreements: the 2.6% rise in the salary rates (salary rises in line with the consumer price index in 2003), the bonuses for achieving profit targets in 2002 and 2003 (1.6%), and the “Share in Improved Results 2003” (1.7%). These rises were partly offset by the redundancy proceedings, which led to a fall in personnel expenses of around 5%, thanks to the improvement in the salary mix.

Provisions for amortization of fixed assets amounted to €170.8 million in 2003, €6.1 million more than the previous year. The highest increases were in amortization of aircraft, engines and IT equipment.

The unit cost of fleet leasing fell by 6.8% compared to 2002. The annual cost was €369.2 million. The recorded fall of €21.8 million was aided by the depreciation of the dollar and, especially, by the fall in interest rates.

Commercial expenses in the financial year 2003 were €437.8. This was one of the items that contributed most to cutting expenses. It was €26.5 million lower than 2002, which is a drop of 5.7%. This fall was partly caused by the drop in passenger and cargo traffic revenues (-3,9%); and, to a greater extent, by the savings from various commercial actions: the application of the agreement with travel agencies in Spain, which came into force on June 2002, for the whole twelve months of 2003; the fall in commercial expenses abroad, with specific actions in each country; the extension of the system of net rates of commission; and the rise in direct sales through Iberia.com and Serviberia.  Unit commercial costs were reduced by 6.9%, 0.6 p.p. down with respect to 2002.

Net commercial expenses (i.e. commercial expenses minus commercial revenues) fell by 10.9% compared to the previous financial year. The ratio of net commercial expenses to traffic revenues improved again at 8.2%, 0.6 percentage points lower than 2002.

Air traffic levies and charges were €362.7 million in 2003, in line with the previous year. Thanks to the improvement in quality of service, expenses due to incidents (baggage delivery, broken journeys and missed connections) were reduced by almost 34%. The cost of cabin crew accommodation fell by 5.7%, aided by negotiating new agreements with hotels and ongoing improvement in crew planning. However, these savings were held back by a 2.9% increase in airport fees, due to the rise in activity and higher rates. 

The cost of navigation aids (navigation aids and approach fees) rose by €31 million (13.7%) compared to the previous year at €257.6 million in 2003. Navigation aids cost €25.5 million, a 14.1% increase, mainly due to two successive price hikes by Eurocontrol for flights over Spain (25.5% in April 2002 and 17% in January 2003). Approach fees rose by €5.5 million, a 12% increase over 2002. The growth in the company's activity only accounts for a small part of these rises. In 2003, the unit cost per ASK for navigation aids was thus 12.2% higher than the previous financial year.

The aggregate cost of in-flight services and catering materials was €79.6 million in 2003, €15.7 less than the year before. This is a 16.5% drop, which was achieved by putting various initiatives in place aimed at simplifying the economy class service on short- and medium-haul flights: cutting out free newspapers, standardizing menus and increasing the proportion of meals loaded locally onto European flights, among others.

Since the attacks on September 11, 2001, the cost of aircraft and passenger insurance has rocketed. In 2003 the aviation market corrected this with lower rates, aided by the moderate accident rate and the depreciation of the dollar. In this context, thanks to its lower accident rate and successful negotiation, Iberia managed to lower its insurance costs by 32.8% compared to the previous year.

Finally, the “Other operating expenses” heading amounted to €284.2 million, 5.1% less than the cost in 2002. This groups together various kinds of items (communications, auxiliary services, miscellaneous repair and upkeep expenses, utilities, etc.). The greatest increases were in computer software, expenses related to the baggage call centre, and the rise in security and guard services.

Fourth Quarter 2003

Operating expenses amounted to €1,149.2 million in the fourth quarter 2003, 2.1% higher than the previous year, compared to an increase in capacity – measured in ASKs – of 7.6%. Unit operating expenses thus fell 5.1% to 7.86 Euro cents per ASK. 

One of the items that contributed most to this fall in unit cost was fuel. The cost of fuel per ASK fell 14.5% compared to the October-December period 2002. The expense fell by 8% in the profit and loss, taking into account the rise in business, amounting to €141.7 million during the quarter. The reasons for the fall were the depreciation of the dollar and, to a lesser extent, an average dollar price of fuel somewhat lower than the previous year, due to the hedging carried out and the sharp rise in the price per barrel in the last two months of 2002.

The aggregate amount of maintenance expenses (spare parts, subcontracting and provisions for major repairs) was €51.8 million in the fourth quarter 2003, €12.8 million less than 2002, a fall of 19.9%. Part of this reduction was due to less activity carried out for third parties. Total maintenance expenses net of revenues thus fell by €10.9 million.

In the last quarter of 2003, the Iberia Group's equivalent headcount rose by 2.2% to 26,118. The increase in capacity required a 2.2% rise in cabin crew, while there was a similar rise, 2.3%, in ground staff. In the latter case, the rise was localized among handling staff, which grew by 8.4%, using contracts adapted to production levels in order to deal with the sharp rise in business and the performance of new services, mainly security. If one excludes these personnel, the ground staff headcount fell by 2.0%. Productivity rose in the three groups compared to 2002: 3.0% for pilots, 2.2% for flight attendants (measured in block hours in both cases) and 5.3% for ground staff (measured in ASKs per employee), a 9.8% rise if one excludes the handling personnel.

Personnel expenses were €363.7 million in the 4th quarter 2003, a 5.3% rise over the same period 2002. The redundancy proceedings had a good effect on the salary mix, partially offsetting the increase in the equivalent headcount, the rise in activity-related variable remuneration, slippages and the agreed pay rises. With regards to the last aspect, the expenses during the quarter were worsened by the payment of the Extra Salary Payment 2003 in installments and the forecast “Share in Improved Results 2003”, which was applied in greater proportion in the last quarter of the financial year, as profit levels were achieved that triggered the improvement payments. Even so, the unit cost of personnel fell by 2.1% to 2.49 Euro cents per ASK.

Commercial expenses amounted to €124.4 million during the last three months of the financial year, €18.7 million higher than the same period in 2002. Part of this rise was due to the increase in traffic revenues but the main reason was a significant rise in advertising expenses (€13.9 million higher than the year before) due to the launch of an advertising campaign aimed at making Iberia's new service model known. Another expense item that saw a sharp rise was navigation aids, with a quarterly increase of €12 million compared to the previous year. The main reason for this was the aforementioned price hike by Eurocontrol and approach fees, plus the rise in activity. In terms of units costs (per ASK), commercial expenses rose 9.3% and navigation aids 13.3%.

Aircraft rentals were €99.1 million, a 0.8% fall compared to the last quarter of 2002. The rise in expenses that went hand-in-hand with a higher number of passenger aircraft on operational leases was offset by lower interest rates, the depreciation of the dollar and lower cargo aircraft leasing expenses. The average utilisation of the fleet rose by 2.2% and the unit cost of fleet leasing decreased by 7.9%. Air traffic levies and charges per ASK also fell by 5.9% and the cost of the rest of operating expenses per ASK fell by 7.2% compared to the fourth quarter 2002.

Extraordinary, Financial and other Non-operating Results

In  2003, there was a financial loss of €4.4 million, compared to a loss of €21.5 million the previous year. This €17.1 million improvement was due to the major improvement in the net balance of exchange differences: a loss of €6.7 million in 2003, compared to a loss of €33.4 million the year before, when the devaluation of the Argentinean Peso and the so-called “corralito” effect (cash withdrawal limits on sight and savings accounts) increased losses by approximately €16 million at the close of the financial year 2002. The exchange rate hedging policies helped minimize these negative effects. 

Financial revenues amounted to €53 million in the year 2003, €1.7 million above the figure for the previous year. The revenue figure includes the gross capital gain from the sale of the Mundicolor trademarks and the stake that Iberia had in Tiempo Libre, a tour operator, which amounted to €11.5 million. This capital gain offset the fall in the rest of financial revenues compared to the year 2002, mainly due to the fall in interest rates.

The financial expenses heading amounted to €50.6 million in the financial year 2003, a €11.3 million rise over the year before, due to the provisions made for Iberia's entire holding in the companies Opodo and Cordiem, which totaled €16.2 million. The financial expenses generated by the debt on the company's balance sheet was €17.2 million, €4.7 million down on 2002, mainly due to lower interest rates.

The net balance of the share in income of companies carried by the equity method amounted to €33.9 million in 2003, up €14.2 million on the previous financial year, mainly thanks to the rise in Amadeus' profits.

There was an extraordinary profit of €18.1 million in 2003, compared to losses of €46.6 million the previous financial year, when the provisions related to the fleet renewal process, an extra expense of €60 million, were recorded.

In addition to the recouping of various unused provisions, the extraordinary revenues recorded in the financial year 2003 notably included the following: the sale of aircraft from already-inactive fleets (DC-9, B-727 and DC-10) worth €12.1 million; the sale of two premises in Barcelona and Rome, which gave rise to revenues of €9.3 million; and the profits earned from transactions involving treasury stock, which amounted to €8.3 million. In the last quarter of the year, extraordinary expenses included a provision of €25 million mainly used to update the funds for the continuation and extension of the redundancy proceedings in 2003; as well as miscellaneous expenses and amortization related to the fleet renewal plan.

Net Debt to Equity

On December 31, 2003, the Iberia Group's total shareholders equity was worth €1,432.7 million, up 8.7% on the figure at the close of the financial year 2002.

During the last quarter of the year, Iberia issued 6,054,859 new shares, as the first exercise date of the Stock Option Plan was the 3rd of October 2003.

In-balance sheet net debt remained negative (in other words, the available balance was higher than the interest-paying debt), amounting to -€938.2 million on December 31, 2003. Short-term financial investments and cash rose by €159.5 million compared to December 2002, mainly due to the rise in resources generated by the company's operations. Interest-paying debt, not including interest on financial leases, was €437.9 million, €63.9 million lower than that recorded on the balance sheet at the close of the financial year 2002.

The fall in aircraft rentals also contributed to adjusted net debt, which includes capitalization of operating leases, dropping 17% compared to December 2002 (when eight is used at the capitalization multiplier). Leverage measured as adjusted net debt over total resources was 56.3%, 6.5 percentage points less than at the close of the financial year 2002. 
In order to adapt to international accounting standards, the advance payments on the new aircraft and engines in the A-319, A-320, A-321 and A-340 fleets were transferred from tangible assets under construction to financial assets. Thus, at the close of the financial year 2003,  €307.4 million of fleet predelivery payments were included under the financial assets (guarantees and deposits).

Operational Fleet and Variations

On December 31, 2003, the Iberia Group's operating fleet was made up of 149 aircraft, of which it owned 47, while 12 were held under financial leases and 90 under operational leases.

In October 2003, Iberia brought a new Airbus A-340/600 into its long-haul fleet under operating lease, just like the other two aircraft of the same kind in June and August. At the beginning of 2003, Iberia, L.A.E.'s board of directors approved the purchase of new Airbus A-340-600 aircraft to replace the Boeing B-747 fleet. Compared to the B-747 fleet, the A-340/600 provides better fuel consumption, better operational efficiency and a higher cargo capacity, plus it is a quieter and more comfortable aircraft. Iberia, L.A.E. has signed agreements with Airbus for a further seven new A-340-600 aircraft between 2004 and 2006, and has an option to buy a further three units of the same model. Once the B-747s have been replaced, the company will use a single type of fleet on long-haul routes 

Also in October, Iberia took delivery of a new Airbus A-321 for very busy domestic and European routes. It had already taken delivery of another aircraft of the same kind in March and they are both run under an operational lease. In addition, during the financial year 2003, the Iberia Group brought two aircraft into its short- and medium-haul fleet: an A-320 and a MD-88, both under operational leases.

During 2003 2 747 were retired and 2 757 leasing contracts expired.

Subsidiaries and Other Business Interests

In the financial year 2003, Cacesa's profit before taxes was €1.2 million, up €0.2 million on 2002. Meanwhile, Iber-Swiss earned profit before taxes of €3.4 million, a €0.3 million rise on the year before. Savia's profit before taxes was €7.9 million compared to a profit of €10.6 million in the same period of 2002.

As part of the redesign of its in-flight service and related activities, in December 2003 Iberia announced the sale of its 70% stake in Iber-Swiss to Gate Gourmet International, one of the world's main catering service companies, which held the remaining 30% of the capital. The sale was worth €23.5 million and is subject to approval by Spanish Competition Authorities. The agreement reached also includes the sale of shares, a service agreement whereby Gate Gourmet International will provide Iberia, L.A.E. with general catering services worldwide for a seven-year period. In addition, the contract includes cooperation in various areas related to aircraft catering, especially the new non-free in-flight service that Iberia, L.A.E. is going to introduce on some of its short- and medium-haul flights in March 2004.

On December 12, Iberia and Iberojet signed an agreement whereby Iberia undertook to sell its stake in Viva Tours, as well as the “Viva Tours” trademark, to Iberojet. The total price of the deal amounts to €18 million.

Social Responsibility
Iberia has always shown itself to be one of the Spanish companies most committed to social and environmental responsibility. 

The company's social action is based on firm foundations involving organizations that have been working for several years: “Mano a mano”, through which the company's employees help those less advantaged than themselves; Fundación Tutelar APMIB (the Association of Parents of Disabled Children of Iberia), which provides jobs for those with physical, psychological and sensory disabilities; and projects in collaboration with organizations such as the Red Cross and Special Olympics. 

Iberia also unconditionally supports the main cultural events. In 2003 it worked with Xacobeo 2004 and Fundación Gala-Salvador Dalí.

As far as the environment is concerned, the company has been certified by AENOR, the company that accredits the integrated quality and environmental management system in the 39 Spanish airports. 

Madrid, February 24, 2004
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