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ACS GROUP EXECUTIVE CHAIRMAN

March, 31st 2003

2002 has been a good year for our Group.We have exceeded our initial economic forecasts,
reaching a consolidated turnover of over 4,400 million euros, which meant growing by 12.7%
from the previous year. At the same time, we have improved our profitability by the increase

of our attributable net profit by 21.6%, to 181.4 million euros.

Accordingly, we have taken an important strategic step towards the consolidation of the
ACS Group as a reference in the development and operation of infrastructures and services.

In fact, the acquisition of a 23.5% stake in Grupo Dragados S.A., recently extended through
a take-over bid of shares for an additional 10%, represents the most relevant corporate
movement performed by the ACS Group since its creation, and constitutes one of the most
solid foundations of our business project. The investment amount, over 1,380 million euros,
and the strategic commitment that implies turning into the reference partner of one of the
most prestigious business Groups of our sector, stresses the importance this acquisition
represents for our Group.

This operation would have not been possible to materialize without the excellent operating

perfomance of all the activity divisions, that have contributed to the generation of funds,
before investments and distribution of dividends, of up to some 600 million euros, achieved
by the growth registered in each division, with double-digit rates in all of them, and by the
positive evolution of the working capital.

Thus, revenues from the Construction activity grew by 16.6%, backed up by the excellent
situation that the sector undergoes in our country, specially in the civil engineering division,
as a consequence of the execution of the 2000-2010 Infrastructure Plan, that also guarantees
stability of income over the next years.

Furthermore, the Services division grew by 9.0% in sales, as a result of the solid behaviour
of the national market, which registered a growth rate of over 15%. Nevertheless, the
international activity was affected by the world-wide economic uncertainties and more
specifically by the serious Latin American crisis.

LETTER FROM THE CHAIRMAN

These results and our strategic consolidation within the industry have been perceived by the financial
markets, as shown by the evolution of the ACS share, that obtained a 11.9% revaluation in year 2002, in
opposition to the significant fall of the main national and international indexes in a generalized socio-
economic uncertainty.

Currently, many factors allow us to maintain a healthy optimism towards the future: the soundness of the
domestic economy, where 88% of the revenues of the ACS Group are generated; the trust in the adopted
strategy that has brought very good results up to this date; and the safety of counting on the technical,
human and financial resources to face confidently the growing demand for new infrastructures and
services in the different markets where we are present. All these represent a unique opportunity for
the sustainable development of the Group, as the basic outline of our growth.

And we are preparing ourselves for this future, working every day in the projects that help us make our
society more dynamic, more economically competitive and more socially fair. | am proud to confirm that
the over 32,500 employees in the ACS Group, have contributed with their effort and dedication to this
common target, transmitting our corporate culture based on leadership, operating efficiency and continuous
excellence of service to our customers.

I would not like to forget our shareholders, to whom another year | reassert my most sincere gratefulness
for the trust given to our Group, hoping to maintain it in the future, through a solid entrepreneurial project
with excellent prospects.
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2.3 Management Committee

Mr. Florentino PZrez Rodr’'guez
Chairman and CEO
56 years. Civil Engineer

He began his career in the private sector and then, from 1976 to 1982, occupied
various positions in the Public Administration, in which he was General Director
for Transport Infrastructures in the Ministry of Transport as well as President
of IRYDA for the Ministry of Agriculture. In 1983 he returned to the private
sector as top executive in Construcciones Padr—s, S.A., in which he was one
of the major shareholders. In 1993 he was appointed Chairman of OCP
Construcciones S.A., the result of the merger between Construcciones Padr—s,
S.A.and OCISA.As from 1997 he is the Executive Chairman of the ACS Group,
after the absorption of Auxini and GinZs Navarro.

Mr. ¢cngel Garc’a Altozano
General Corporate Director
53 years. Civil Engineer, M.B.A. Dayton University

He began his professional career in the construction sector. He was General
Director of the Instituto Nacional de Industria, and Chairman of Bankers Trust
for Spain and Portugal. He joined the Group in 1997 as General Corporate
Director, and heads the financial area and the Concessions and Telecommunications
divisions.

Mr. JosZ Luis del Valle PZrez
General Secretary
52 years. Low Graduate and Treasury Counsel

From 1974 until 1983 he occupied various positions in the Public Administration
and was a Member of the Spanish Parliament between 1979 and 1982. Since
joining the ACS Group in 1983, he has been its General Secretary and a member
of its Board of Directors.

MANAGEMENT BODIES \

Mr. Marcelino Fernfndez Verdes
Construction Division Director
48 years. Civil Engineer

He joined the Group in 1987 and was appointed General Director in 1994. In
1998 he became the Managing Director of ACS, Proyectos, Obras y Construcciones,
S. A, and was appointed its Chairman in 2001. As from 2002 he is responsible
for the whole of the ACS Group's Construction division.

Mr. Ignacio PZrez Rodr'guez
Services Division Director
50 years. Civil engineer

After commencing his professional career in the construction sector he held
various important management posts with Control Presupuestario and Bancoval,
until joining the Group as Chairman of SEMI in 1991. Since 1997 he is the Managing
Director of the Cobra Group and in 2001, was appointed responsible for the whole
Services division of the ACS Group.
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Access Bridge to Isla de La Toja (Pontevedra)

2.4 Management Team

ACS, ACTIVIDADES DE CONSTRUCCIIN
Y SERVICIOS

Mr. Florentino PZrez Rodr'guez
Chairman and CEO

Mr. cngel Garc’a Altozano
Corporate General Director

Mr. JosZ Luis del Valle PZrez
General Secretary

CONSTRUCTION DIVISION

ACS, Proyectos, Obras y Construcciones

Mr. Marcelino Fernindez Verdes
Chairman

Mr. Jesces Mar’a Calvo |-arra
Managing Director

Mr. Luis Nogueira Miguelsanz
General Secretary

V’as y Construcciones

Mr. Manuel PZrez-Beato de Cos
Chairman and Managing Director

Cogesa

Mr. Enrique PZrez Rodr'guez
Managing Director

MANAGEMENT BODIES

SERVICES DIVISION
Cobra Group

Mr. Ignacio PZrez Rodr'guez
Chairman and CEO

Mr. Daniel Vega Baladr—n
Chairman of SEMI and MAESSA

Mr. Juan Agust'n Stnchez Bernal
Chairman of ETRA and API

Mr. JosZ Luis Garc’a de Lozoya
Chairman of IMES

Mr. Eugenio Llorente G—mez
General Director of Cobra

Mr. JosZ Alfonso Nebrera Garc'a
General Director of Cobra

Mr. JosZ Romero de ¢vila Gonztlez-Albo

General Secretary of Cobra
Tecmed

Mr. Javier Polanco G—mez-Lav'n
CEO

Mr. Manuel AndrZs Mart'nez
General Director

Mr. Francisco Reinoso Torres

Continental Auto

Mr. Agust'n Batuecas Torrego
Chairman and CEO

Mr. JosZ Luis Rodr'guez Cabezas de Herrera

General Director

CONCESSIONS DIVISION

Mr. cngel Garc’a Altozano
Chairman of INVINSA

Mr. Francisco Fernfndez Lafuente
General Director of INVINSA

TELECOMMUNICATIONS DIVISION

Mr. ¢cngel Garc’a Altozano

General Director of Administration and Finance
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3.1. Corporate Strategy

3.2. Organization and Resources

3.3. Quality and Environment
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Corporate strategy

3.1.1. Strategic vision

Since its creation in 1997, as a result of the merger of three Construction groups (OCP, GinZs
Navarro and Auxini), the ACS Group has consolidated its position as a reference agent in the
businesses related to the infrastructure development chain of value, as regards to its promotion,
construction and management as well as its services. This leading position, based on the proven
vocation for the development of the societies in which the Group is present, pursues the improvement
of their well-being and their sustainable growth through the offer of new projects by means of:

¥ the construction of infrastructures, such as railways, roads, airports, energy plants, treatment and
depuration plants projects, etc.

¥ the provision of services in the fields of integral maintenance of urban and industrial infrastructure,
environmental management and road passenger transportation.

The wide range of products that the Group offers in the Construction, Urban and Industrial Services,
Concessions and Telecommunications markets is featured by the shared goal of customer-oriented
service, our contractor philosophy and our strategic values, which can be summarized as the solid
management of knowledge acquired through experience, the mutual confidence with our customers,
and last but not less important, the continuous search of profitability in the assets we manage.

BailZn-Motril Highway
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3.1.2. Strategic values

Experience

For over 40 years the different companies in the ACS Group have developed and incorporated
the necessary technical and human capabilities to maintain and increase their competitive edge
in more and more specialized markets. This continuous management of knowledge is a sign
of the commitment to our customers in offering reliable quality services, incorporating new technical
advances applied to the different activities in which the Group is involved.

The combination of mature businesses, which require experienced management, and new businesses,
where new technologies are applied in the design, construction and execution of projects,
developed internally as well as by third parties, form the basis of the experience accumulated by
our professionals and managers, and constitutes one of the most valuable assets of our Group.

Consequently, the ACS Group is better prepared to offer global solutions in the entire national
territory and in the foreign markets where our customers are present.

Trust

The long-term relationship we maintain with our customers, based on the trust acquired over the
years and on mutual knowledge, makes it easier to adapt faster to their growing demands, anticipating
their needs and future requests.

Enlargement of Line 8 of the Madrid Subway
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Undoubtedly, one of the causes of the mutual trust between the parties is the dynamism and
flexibility of our organization, which allows us to increase the efficiency of our operations and to
make the most of the commercial and productive potential of each division.This fact, together with
the adequate cost structure, increases the competitiveness of our companies and gives our customers
the results they demand.

Profitability

The profitability that we are capable of generating from the resources we manage, by the application
of an active risk control policy, from an industrial point of view on each business line as well as from
the corporate perspective, is the basis on which our future relies.

This idea, which is present in the entire organization, being an active part of our corporate culture,
gives strategic coherence to all the activities of the Group and results in an objective and consistent
evaluation of management performance.

These strategic principles allow us to create long-term value to our customers, to our shareholders
and to the society we live in. All in all, they represent the main strategic target of the ACS Group: long-
term sustained growth.

3.1.3. Strategic targets

A. Achieve customer satisfaction

¥ Maintaining our current standards of quality and service that guarantee a continuous, stable
recurrence of returns.

¥ Increasing the supply of products and services which allow us to improve the diversification of
our activity portfolio, reducing at the same time our exposure to the economic cycle in some
markets.

¥ Expanding our current customer base in new markets through a continuous commercial effort.

B. Maximize our shareholders profitability

¥ Improving our operating efficiency and offering an attractive return on equity. Thus, in 2002, the
ACS Group reached an operating profit of over 305 million euros, setting its margin on sales at
6.9%, one of the highest in the industry, and obtained a net profit of more than 181 million euros,
which gave a return on equity (ROE) of over 19%.
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¥ Applying an investment policy that allows the expansion of our activities in a consistent, solid way,
as showed by the acquisition of a significant stake in Grupo Dragados.

¥ Maintaining a solid financial structure that supports the needs for new funds that the expansion
of the Group demands, simultaneously allowing us to minimize the cost of such financial
resources.

¥ Consolidating the current dividend policy: sustainable in the long term and attractive to our
shareholders.

. Improve the society we live in

¥ Contributing to its economic growth, either directly through the wealth generated by our
activity, promoting investment and employment, or indirectly, through the economic improvements
that the infrastructures we have developed represent to the society.

¥ Improving social welfare through the systematic creation of decent, fairly paid jobs.

¥ Being respectful with the environment and cultural surroundings in each of the areas of the
Group, according to the recommendations of the main national and international institutions.

OPuerta del SurQO Station of the MetroSur in Madrid
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3.2 Organization and resources

3.2.1. Organizational structure

Currently, the GroupOs activities are divided into four business areas:

THE ACS GROUP

ACS

ACTIVIDADES DE CONSTRUCCIIN Y SER\/IC\OSQ

CONSTRUCTION SERVICES TELECOMMUNICATI( CONCESSIONS
N e N

“ _ Invinsa___
O cobra e
H H H HPH H H H ¢ R U PO Tnversora de Infraestructuras, S.A.
¥ CONSTRUCTION, which includes CIYI| works and building er)]eCtS, carried out by the companies pisrbuton Networks | [ oo o Transport
ACS, Proyectos, Obras y Construcciones,V’as y Construcciones and Cogesa. Te'ecgf;‘i:cg;'sca“ons Infrastructures
i Industrials Systems
¥ SERVICES, integrated by: Energy Projects
Control Systems
- - - : LMDS Fixed Energy
- COBRA GROUP, an applied engineering and complete services company focused on Wireless Operator Insfrastuctures
distribution networks, telecommunications, railways, industrial systems, energy projects and
control systems. Environment
Civil Engineering Services Vertical portal on Interne|
- TECMED, which deals with environmental services, mainly cleaning, collection and treatment Nesidential Bulding |

of solid urban, special and hospital wastes.

Passenger Transport
Services
~

- CONTINENTAL AUTO, specialized in road passenger transportation. ACS GroupOs headquarters

¥ TELECOMMUNICATIONS, which controls the monitoring of the telephone operators Xfera

M—uviles and Broadnet Consorcio.
3.2.2. Human resources
¥ CONCESSIONS, which groups all the transportation infrastructure concessions (highways, railways,

public transport interchanges, etc.) and those of energy generation and distribution. The strategy and targets of the ACS Group form a corporate culture focused towards the customer

which requires a qualified human team, with a high level of knowledge and specialization, capable of
generating and managing business opportunities professionally and efficiently. For this purpose the
Group has developed a human resources policy based on four basic pillars on which this corporate
culture rests, which are summarized as:

In addition, the ACS Group keeps a strategic stake in Grupo Dragados S.A., equivalent to 33.5% of
its share capital.

¥ Capture, keep and motivate talented people;
¥ act rapidly, with decision-making capabilities, reducing bureaucracy as much as possible;
¥ promote and increase training and learning; and

¥ innovate, with ideas which allow us to improve processes, products and services.

Consequently, the ACS Group is especially sensitive to innovation as regards to human resources
management, promoting the generation of opportunities for its employees as well as detecting and
promoting individual skills, thereby keeping the best professionals.

All this has been possible thanks to a great human team that identifies with and is fully committed to
the ACS Group strategy and to the application of appropriate policies in the three essential fields of
our Group, which are the incorporation of new personnel, the training and development of the staff,

and the prevention of occupational hazards.
Palau de la Mcesica, Valencia
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A. Recruitment policies

The increase in the number of projects undertaken during the year 2002 and the increase in the degree
of diversification within the Group has broadened our labour requirements, resulting in the creation
of direct and indirect jobs. The number of people employed at the end of the year 2002 amounted
to 32,555, 5.7% more than in the previous year.

EMPLOYEES

35,000
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30,804
30,000 28910
25,000
22,516
20,000
16,513
o :.
0
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Of this total figure, 12% are medium and higher university graduates, 14% are technicians and
administrative staff, and 74% are specialists and operatives.

As far as age is concerned, it must be stressed that the average age of our workforce is below 40 years,
with an average service time of 8 years.

AVERAGE STAFF BY QUALIFICATION

Construction 6%
18%
Cobra Group 20%

Tecmed

56%
Continental Auto
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In our organization, we try to create an atmosphere in which our staff can fully develop all their skills
and feel their results as something valuable and desirable. Within this strategy it is highly important
to capture young technicians who see possibilities to progress in our company, developing an enriching
professional career.

This is why, and for many years now, the ACS Group has used a recruitment program within the
different companies in the Group based on a strict selection process, which allows us to have the
best professionals in each sector.

Furthermore, in recent years a scholarship program has been developed for final-year students in
the main universities in the country, who after finishing their studies have the possibility of starting
their professional career in our organization.

B. Training policies

Another major challenge of the ACS Group is to make the most of the personal and professional
diversity of its employees, improving their capacity to respond to the growing needs of our customers.
It is therefore our intention to involve all employees of the Group in its targets and entrepreneurial
philosophy, while allowing them at the same time to develop all their potential and their professional
skills within our company.

We are therefore committed to a continuous global-training strategy at the workplace, in the classroom
or by correspondence.The figures for the annual training plan comprise more than 100,000 tuition
hours, often on a one-to-one basis, around 500 courses, with an attendance of over 60% of the staff.
The priorities of the Group have been concentrated on the following areas:

¥ the technological specialization in management and production systems;
¥ a deeper knowledge of our products and services;

¥ quality and environmental policies; and

¥ safety in the workplace.

Every year training procedures undergo internal and external audits to ensure their continuous
improvement and operation at optimum levels.
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C. Accident prevention policies

The prevention of occupational hazards is a priority objective for the ACS Group, and it is included
as such in the general policy of each of the Groups« companies. During the year 2002, the ACS
Group has intensified its efforts to achieve high levels of safety and well-being for the employees
at the workplace through an efficient policy known and implemented throughout the organization
based on the following principles:

¥ To comply exhaustively with the current legislation on prevention of occupational hazards.

¥To implement the corresponding procedures in order to guarantee the protection and well being
of its employees.

¥To guarantee that all staff are informed of and trained in safety and preventive measures.

¥To encourage and give incentive to employees to consult and participate in the continuous
improvement of the companyQOs practices.

¥To ensure the appropriate control and quality of employeeOs health care.

The Occupational Hazards Prevention Management System was developed according to this policy,
based on legal requirements established mainly in Law 31/1995 on Prevention of Occupational Hazards
and in Royal Decree 39/1997, which introduced the safety services regulations. The results of these

Purification plant in Lluchmajor (Valencia)
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measures back up the simplicity and efficiency of the above system that is subject to mandatory
external audits.

The system is explained in the Occupational Hazards Prevention Manual of each company, which details
the measures, functions and obligations in the prevention of occupational hazards.

The execution of the safety plan set out for the year 2002, based on the principles of training,
participation, individual responsibility and control of the safety conditions at workplace, together
with the above mentioned training procedures, resulted in more than 6,000 site inspections. At the
same time, all collaborating companies have been included in the Plan and have been required to
apply it at an identical level as it is applied by the ACS Group in its work sites.

We should also highlight the strong level of collaboration between our accident prevention experts
and external entities, participating actively in congresses, commissions, work groups, training courses,
etc. promoted by sector and business associations, trade unions and Government authorities. Our
participation and promotion of activities and forums aimed at improving safety is one more example

of the involvement of the Group in the development of efficient safety management.

As a direct consequence of the efforts made, the number of accidents in year 2002 has gone down
considerably when compared with the figures of the previous year. Our figures are clearly below
average for the sectors in which we perform our activities.

Footbridge over Hispanidad Avenue, Zaragoza
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3.2.3. Research, development and technological innovation

Maintaining a leading role in the markets where the ACS Group operates requires an intense and
continued innovation effort. Knowing this, the Group has heavily invested in the past years in research
and development activities within the context of the Programme Framework of the European Union
and of those promoted by the Science and Technology Ministry.

During the year 2002, the R&D effort has been focused on three main axes:

¥ The generation of new applications using the extensive knowledge of the markets in which
we operate.

¥ The consolidation in the leadership of European Union projects within the last 5" Framework
Project of Research and Development.

¥ The continuous participation in the National Research and Development Program (PROFIT)
promoted by the Science and Technology Ministry.

As a result of this policy the ACS Group, through its more specialized branches, is in a position to

offer its customers the most advanced products and services, based on the most modern technologies
and supported by highly qualified personnel. Consequently, our leadership in the activities of railway
systems, power distribution networks and traffic control systems, lightening, and intelligent transportation
has been maintained, and the production processes have been adapted to the new technologies.

RepsolOs Technological Centre and Higher Institute of Energy, M—stoles (Madrid)
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The Construction division has continued cooperating, through different specific agencies, in the
development of new construction techniques and working methods directly applicable to the
improvement of quality and efficiency, among which the following stand out: the Technical Building
Committee, the Concrete Permanent Committee, SEOPANOs Technological Committee, Euroc—digo
2 Workgroup and A.I.P.C.R.Os Bridges Committee.

The Cobra Group, as a leading company in railway installation, maintains its leading position, not only
through the innovation and improvement of its assembly procedures and methods, but also in the field
of Research and Development of Railway Technology, as proven by the success achieved in developing
the first High Speed European Overhead Power Cable suitable for travelling at speeds exceeding
350 km/h that is being installed on the new AVE lines.

The indisputable leadership of the Cobra Group in the national electricity sector is a consequence
of its staying at the forefront of the innovations in assembly techniques and in the incorporation of
specialized machinery, in many cases resulting from its own design and manufacture.The Cobra Group
is a pioneer and leader in comprehensive maintenance for high-tension lines and sub-stations, which
guarantees electric companies the best service.

In addition, the Cobra Group, through its subsidiary ETRA, participates in the development of European
standards in advanced systems of traffic and transportation management:

¥ During year 2002 the OSSA project, based on the development of a standard environment which
allows for the interoperability of different traffic simulators, has performed its first tests in Alicante
and in Manchester (Great Britain). In both cases the demonstrations have allowed the integration
of third party simulators with various advanced traffic control systems, including the ETRA Traffic
Information System (SIT) installed in Alicante.

¥ The OMNI project, based on the development of a standard platform which allows advanced
urban traffic control applications to be combined with pre-existing infrastructures, irrespective
of the original suppliers, has also been tested during year 2002. In this case the test areas were
again Alicante, Milan (Italy), Chania (Greece) and Paris (France). In all cases the tests were
performed successfully, with particular regard to the Alicante test, where SIT was integrated
through OMNI, an automatic system for detecting incidents through video cameras and information
systems via internet.

¥ Within the Internet and information services area, especially through mobile devices, the following
projects must be highlighted:
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- WH@M, which was tested in Levi (Finland), Athens (Greece) and Madrid. This is a system
for the provision of real-time traffic information and customized transportation and traffic
services for the user. In MadridOs case, the system included real-time traffic information,
information about different public transportation services, trips scheduler, alert services, etc.

- EMIRES, which aims to create a portal or unique access point to regional information about
public transportation and general mobility.

¥ Within the PROFIT program of the Science and Technology Ministry, work has been carried out
on the development of a multitasking, real-time Operating System which may be integrated into
any platform in the traffic, transportation and parking sectors, making it possible to create a
generic platform which benefits from system interoperability.

¥ Another new development, DUPLO, will integrate the payment technology of the CHIP card
with the sector of the public transportation fleet management, mechanized as an operating unit.

¥ The last area of activity applies the technological advances that have taken place in the past
few years in the transportation area:

- Verbal Information System (SI10), which informs users on the bus and at the bus stops, of
arrival times in four languages and of incidents in real-time, connections, etc.

- Automatic system of free space location, based on satellite positioning (GPS), which allows
the public transportation operator to assign and locate in real-time its fleet within individual
garages.The purpose is to minimize the indirect operation times of the public transportation.

- Development of the largest payment system based on non-contact CHIP card technology.

¥ The consolidation in the transportation sector results from the startup of Aid to Exploitation
Systems (SAES) in several Spanish cities, as well as Traffic Information Systems (SIT), which combine
new algorithms for the dynamic generation of adaptive operating plans, with the most sophisticated
information systems (variable messaging panels, telephone information automatic systems and
Internet-based multimedia information systems, as well as intelligent systems based on computer
vision to gather real-time information about route times.

THE ACS GROUP \

Maintenance of S.0.S. posts. Control Center in Mflaga

¥ Finally, the awarding of the STOCKLOM PARTNERSHIPS prize, granted to the innovative
business model of the City of Bogot} (Colombia) supported by the operation of a last-
generation SAE based on satellite information (GPS) and the latest mobile telephony data
technologies.

Tecmed, as the branch for environmental services in the Group, uses the most advanced technology
and solutions to solve environmental problems, especially in the fields of treatment of solid urban
wastes, highlighting the developments carried out in technologies concerning waste gasification
and energy generation, and in specific areas of recycling, pursuing the reduction of rejections in
land fields. Additionally, Tecmed participates in R&D for new eco-fuels obtained from liquid and
gas wastes, in testing Plants that are under construction.

Continental Auto has also implemented new technologies in the operation and commercialisation
of its services. It has been strengthened in the past few years by the implementation of an electronic
ticket purchase system through Internet, which offers the highest standards of confidentiality and
safety to users and to the company. This has been reflected in the spectacular growth in the
number of transactions performed during the year 2002 (near 70,000, on some days reaching as
many as 400).

29
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Quality and environment

The constant commitment of the ACS Group to service quality and environmental friendliness allows
us to adapt management models and to integrate the social benefits and legacies that are necessary
for the sustainable growth of society today and in the future.

In this sense, maintenance of the Quality and Environmental Certificates, and the continuous improvement
required by the ISO 9001:2000 and ISO 14001 regulations, allow all companies which are part of the
ACS Group to improve internal processes, making them more efficient and eliminating the operations
which fail to provide added value to our activities.

Environmental quality and management certificates held by different companies in the ACS Group

3.3.1. Quality policy

In the ACS Group we understand the concept of continuous improvement as a result of the adaptation
of quality systems to the new ISO 9001:2000, as the basis for a management scheme which is focused
on the search of efficiency in internal processes.

Firstly, the performance of the ACS Group is oriented towards our customers, with whom we maintain
a close relationship based on the quality of the service we provide and on the commitment to
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continuous improvement. And secondly, it is oriented towards our employees, promoting their professional
development and their commitment to excellence, all with the purpose of delivering and increasing,
in both cases, their satisfaction.

A. Quality Management System

To achieve the described targets, the ACS Group has set up an adequate Quality Management System,
which is simply, efficiently and correctly implemented in its companies. Its existence not only provides
benefits for the customer, but also for the organization itself, providing the confidence of a management
fully focused on attaining the required quality.

The Quality Management System of the ACS Group has the following main objectives:
¥ Achieve customer satisfaction through the prevention of any problems that might arise.

¥ Develop the companiesO human potential achieving the complete identification of the workers
with job excellence.

¥ Optimize the production processes and the resources needed to perform those processes.

¥ Provide the customers with the guarantee they will receive the quality they demand, and provide
the organization with the confidence of attaining the desired quality, through documented
verification.

Besides these general objectives, each company of the Group yearly establishes specific objectives and
goals, which contribute to the continuous improvement of the system. On the other hand, depending
on the results achieved through the application of the system, it is reviewed and improved.

The Quality Management System of the ACS Group implemented in all its companies complies with
all the requirements established in the international regulation ISO 9001:1994, and is certified by several
prestigious specialized organizations, in addition to being constantly internally audited.

According to the new approach to the international regulation ISO 9001:2000, the implemented system
has been modified in order to be used and certified in 2003. The main purpose of the system will
be to create value in the activities of the companies and to generate continuous improvement in its
services.
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B. Public recognitions for quality

ACS is the firts Group in the construction sector to be awarded, in March 2003, the license to use

the brand OMadrid ExcelenteO, a project backed by the Madrid Community to distinguish those
companies whose main features are a high level of quality management, ethical commitments and
environmental and social values, which make them an example of the best entrepreneurial practices.

Madrid

e xcetstts

. —t

During the last few years the ACS Group has also been granted some of the most prestigious quality
awards in the construction division, among which stand out:

- Premio CONSTRUMAT 2001 for technological innovation on the works for the Seville Olympic
Stadium.

-VIl Premio PUENTE DE ALC¢NTARA for the expansion and improvement works of the Madrid
Subway (granted together with other construction companies).

- Mention in the XI Premio de Arquitectura y Urbanismo of the REGIIN DE MURCIA (2001)
for the work on the Facultad de Econom’a y Empresa.

- Mention in the XVI Premios de Urbanismo, Arquitectura y Obra Poeblica 2001 del
AYUNTAMIENTO DE MADRID (2002) for the Residencia Gerittrica in calle Arganda, II.

3.3.2. Environmental Commitment
The commitment of the ACS Group to the preservation of nature and the environment is part of our
performance, and the following Environmental Policy has been established for this purpose:

¥ A commitment to preventing and reducing contamination, working continuously on new procedures
and measures with the purpose of improving our environmental behavior.
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¥ Rational use and exploitation of raw materials and natural resources.

¥ Reduce the waste caused by our actions as a construction company, taking care of their correct
environmental management.

¥ Minimizing environment degradation during the construction process in cooperation with our
customers.

¥ Include Environmental Awareness in our Training Plans.

¥ Propose technological improvements to our customers with the purpose of reducing the environmental
impact of our works and services.

¥ Comply with the environmental legislation and regulations, which affect us.

A. Environment management system

The ACS Group, when establishing its yearly environmental objectives, takes into account the most
significant environmental aspects, the yearly revisions of the System and the Environmental Policy.

The objectives are set out in an Environment Management Program, which makes provision for its
monitoring in the different work sites of each company.

Harbour infrastructures, San Roque (Ctdiz)
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OEnvironmental PracticesO are a compilation of guidelines and recommendations written and distributed
in 2002 to all personnel involved in projects (both from the ACS Group and from cooperating
companies).This is an important part of the process of making employees aware of the commitment
to the environment established by the ACS GroupOs Environmental Policy.

B. Waste management

The proper management of the waste generated at the workplace is one of the main elements of the
new approach to the environmental management system.The management of dangerous waste has
been included in the traditional management of urban, inert and demolition and construction waste.

The correct management of hazardous waste implies its separation from other types of waste,
its temporary storage under the necessary safety conditions and the removal through authorized
haulage means.This has implied the identification and characterization of the various types of dangerous
waste that are generated, and the compilation of a list that is used by work sites to identify them.

The Environmental Management System has established the construction of "Ecopoints" at work sites
for the correct separation and storage of dangerous waste, including specific environmental labeling,
unique to ACS, Proyectos, Obras y Construcciones, which allows the company personnel to clearly and
easily identify where each type of dangerous wastes can be deposited.

Retrieval and degasifying plant in Valdeming—mez (Madrid)
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As regards inert waste, measures have been mainly based on attempting to reduce the volume of waste
generated and the adoption of other treatment forms, such as reuse and recycling.

The same approach has been adopted with urban waste, attempting to direct waste such as wood,
metals, plastics, paper, cardboard, etc. towards recycling or sorting centres, as long as there is an available
infrastructure.

C. Environmental recognitions and awards

The ACS Group won the Il Award of Excellence and Best Practices granted by AENA in 2002 in the
field of Infrastructure Projects. The project presented was the OParking Buildings of Barcelona AirportO,
in respect of which the jury highly rated the measures taken in the reduction of construction and
demolition waste by more than 70,000 m? as well as the functional parking improvements.The report
on the current project was carried out in accordance with the criteria established by the EFQM.

Car park in the Prat de Llobregat Airport (Barcelona)
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Construction

The Construction division of the ACS Group reached a net turnover of 2,199.2 million euros in 2002,
a 16.6% increase with respect to last year. This figure accounts for 49.3% of the GroupOs total turnover.

The Construction business maintains its high profitability thanks to its strategy focused on strict cost
control and its commercial policy mainly addressed to large projects.This strategy results in an increase
in operating margins, due to higher technical complexity of the projects, which take advantage of
economies of scale, reducing structural costs.

Civil engineering accounted for 57.3% of total sales of the Construction division in year 2002, that is,
1,260.8 million euros, a 15.0% increase over the previous year. Non-residential building and residential
building represented 20.9% and 16.0% respectively. International sales reached 128.1 million euros,
18.1% less than in 2001, accounting for 5.8% of the total Construction division turnover. The international
activity was mainly developed in Portugal and Chile.

TURNOVER BY TYPE OF WORK

Civil engineering .y
0

B Residential building 16%

Non-Residential buildi "
[ Non-Residential building 21%

Il International

One of the keys for this divisionOs success is the close relationship it maintains with its clients, materialized
in the quality of the services provided and the long-term commitment to them, allowing it to provide

a constant, efficient offer of services, anticipating their future needs and covering all the areas in which
the clients wish to operate.
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NATIONAL TURNOVER BY TYPE OF CLIENT

Central Administration

M Local Administration 36%
38%
[ Regional Administration

7%
[l Private Clients 19%

The ACS GroupOs strategy in the Construction division has turned the Public Administration and large
industrial groups into its main client groups, representing 64.2% and 35.8% of the national billing for this
division, respectively. As regards public sector clients, the Central Administration continued to make a
significant contribution to the divisionOs turnover, at 38.5%, whilst Regional Administrations accounted for
about 19.0% of sales and Local Administrations for around 6.7%.

This activity has excellent prospects for the future, mainly as a consequence of the current GovernmentOs
Investments Plan for the 2000-2007 period, valued at some 114 billion euros, which aims to reduce the
deficit in our countryQs infrastructure by comparison with that of our European partners.The main actions
in the Plan are focused in the development of new road networks, improvement of the existing transport
networks, construction of the new high-speed railway system, improvements of the main airports, hydraulic
works, etc.

Around 30% of this investment is to be financed with funds from the European Union, 20% with privately
financed projects and the remaining 50% by the Spanish State.The European commitment and sound
public accounts are significant incentives for guaranteeing compliance with this ambitious project.

These actions ensure a promising future for the construction industry, especially for civil engineering, and
are a good sign of sustained rates of growth in the next few years, above the European average.

The order book at the end of the year 2002 stood at 3,429.7 million euros, equivalent to more than
20 monthsO production, registering an increase of 5.1% with respect to the volume at the end of the
previous year.
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PERFORMANCE IN THE FINANCIAL YEAR 2002

4.1.1. Civil engineering

The ACS Group maintained its position in year 2002 as one of the main agents in all infrastructure
plans developed in our country, highlighting its remarkable presence in the construction of highways,
large road projects, hydraulic works, metropolitan infrastructures, airports, ports, etc.

There were very important highway and road projects, including:

¥ Autonomic State Highway Navalmoral de la Mata-Plasencia, Section I, N-V.TiZtar River (Ctceres).

¥ CanttbricoOs Highway. Section Tam—n-Villalegre (Asturias).

¥Vigo ring road. Section connection Castrelos-Bouzas with Puxeiros-Val Mi—or Highway (Pontevedra).

¥ Levante Highway to France through Arag—n. Section Torrubia-Mar'a de Huerva (Zaragoza).

¥ New trunk road OCocher—n de la Villa OesteQ in Vallecas (Madrid).

¥ Montaverner (Valencia) by-pass and suppression of two limited cargo bridges in N-340 road.

¥ A-449 road conditioning. Section Hinojosa del Duque to the Cuartenero intersection (C—rdoba).

¥ Roadway duplication at the west access to Badajoz through the CN-V from Madrid to Portugal
by Badajoz.

The railway division has been very active:

¥ Madrid-Zaragoza-Barcelona-French Border high speed railway line. Castelbisbal-El Papiol section (Barcelona).

¥ Madrid-Zaragoza-Barcelona-French Border high speed railway line. LZrida-Martorell, section. Subsection
X-A OlZrdola-Avinyonet del PenedZs (Barcelona).

Rules Dam, VelZz de Benaudalla (Granada)
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Madrid-Barcelona-French Border High Speed Line. Atocha Station Section, Madrid

¥ Sevilla-Ctdiz railway line. Section Airport-Jerez de la Frontera-Ctdiz. Railway line duplication.
Subsection: Puerto Real (Ctdiz).

¥ Works are also being carried out for the integral renewal and conditioning of the track on several
lines, including the maintenance of Section | of the Madrid-Sevilla high speed railway line, for a
period of 4 years (2002-2005).

¥ Conversion of the railway complex Puerta de Atocha-Cerro Negro Santa Catalina, as well as the
construction of the new suburban station of OLa GarenaO in Alcalt de Henares, both projects in
Madrid.

¥ Likewise, the ACS Group is developing numerous projects related to suburban railway services
in the metropolitan areas of Valencia, Bilbao, Barcelona and Madrid. In particular, the Madrid
MetroSur railway project, subway ring promoted by the Madrid Regional Government to link
the large population centers in the South of this region, deserves to be highlighted.

Among hydraulic and coastal infrastructures, the following were the most relevant:

¥ Regulation and conditioning of the Montijo canal in the municipal areas of MZrida, La Garrovilla,
Torremayor, Montijo and Badajoz.

¥ Restoration and forwarding of the South and Wwest docks of the San Juan de Nieva inner harbors
in the Puerto de AvilZs (Asturias).

¥ La Colada Dam in the municipal areas of ElViso and Belalctzar (C—rdoba).
The most remarkable airport works include:
¥ Platform extension for airliner parking lots, Stage Il, in the Barcelona airport El Prat.

¥ Construction of the runaway 15L-33R and associated tracks in the Barajas airport in Madrid.
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4.1.2. Building In the area of health centers and hospitals, we should mention:

¥ Restoration and enlargement works of the Hospital de San Pedro (Logro—o0) and complementary
urbanization actions.

¥ Restoration and expansion works of the Hospital Universitario Materno-Infantil de Canarias in
Las Palmas de Gran Canaria.

¥ Construction of the new Hospital City in Lugo.

This division deals with house building and other non-residential buildings for commercial, health,
educational, administrative, cultural, sports, etc. uses and the refurbishment of outstanding buildings.

With non-residential building the ACS Group continues participating in numerous public and
private projects, including:

Among cultural buildings: ¥ Building for the enlargement of the Facultad de Farmacia in the Universidad Complutense of

. Madrid.
¥ Centro de las Artes EscZnicas of the Madrid Regional Government (CANAL).

¥ Pavilions number 3 and 4 of the Il Stage of the Feria de Valencia enlargement.
¥ Execution of a structure in the reception and congress building of the new Bilbao Exhibition
Center in Ansio-Barakaldo.

¥ Construction of the new building of the Courts in Murcia.

¥ Construction of the new building of the Courts in Toledo.

¥ Restoration of the administrative building of the Junta de Andaluc’a in Mflaga.
Among the sports buildings: ¥ Underground parking in the police complex of Canillas in Madrid.

¥Various industrial buildings and halls in Hospitalet de Llobregat in Barcelona.
¥ Industrial building and parking in Avenida de Manoteras in Madrid.

¥ Office building in Rivas Vaciamadrid in Madrid.

¥ OParc Recerca BiomZdicaO building in Barcelona.

¥ Construction and urbanization of the Bes—s Sport Port in Barcelona.
¥ Sports Stadium and indoor swimming pool in the Ciudad del Ocio and Deporte de Torrent, in
Valencia.
¥ Sports complex of the Urbanizaci—n Valdelasfuentes de Alcobendas, in Madrid.
Among the residential buildings, the ACS Group is involved in works in the whole national territory,
especially in the regions of Madrid, Catalu—a, Andaluc’a,Valencia, Galicia and Castillay Le—n.

Municipal sports stadium in the Barajas district (Madrid) University campus in Montepr'ncipe, Alcorc—n (Madrid)
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Services

During the financial year 2002, the Services division achieved a turnover of 2,265.0 million euros.
This division covers highly diversified areas managed through three main companies:

¥ Cobra Group, that represents 79.9% of the total income from this division, and includes all the
applied engineering and integral services activities related to the areas of energy, communications
and control systems.

¥Tecmed, contributing 13.8% of the total income of the Services division, dedicated to environmental
services such as cleaning, collecting and treating solid urban waste, special waste, etc.

¥ And Continental Auto, which accounts for the remaining 6.3% of the divisionOs turnover, managing
ACS GroupOs road passenger transport business.

Cobra Group
6%

Tecmed 14%

Continental Auto
80%

Madrid-Barcelona-French Border High Speed Line. Transport of materials
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The Services division has a wide and large experience in international markets, with a turnover of
373.6 million euros in 2002, i.e. a 16.5% of the total income for this division. Of this figure, two thirds

correspond to Portugal, where Cobra has an important presence, and the rest is divided in over 40

countries.

4.2.1. Cobra Group

The Cobra Group is the leading company in applied engineering and integral services in Spain, Portugal
and Latin America in the areas of energy, communications and control systems. Initially focused on the
distribution networks and industrial installations activities, the Cobra Group has diversified its range of

services over the years to reach a volume of income of 1,809.5 million euros in 2002.

The different activities of the Cobra Group can be classified into six subdivisions: Distribution Networks,
Telecommunications, Railways, Industrial Systems, Energy Projects and Control Systems.

TURNOVER BY ACTIVITIES

Distribution Networks

i 8%
B Industrial Systems 11% 0
32%
Il Telecommunications
Energy Proyects 29%
Railways 8%

[l Control Systems

This service offer by product is completed by an extensive network of branches, over 200, including
sales offices, production centers, covering the whole country and extending their presence to international
markets. The Cobra Group works in more than 40 countries, mainly in Europe, specially in Portugal,
and in the main Latin American countries. More than 20.6% of its turnover comes from these foreign

markets.
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The Cobra Group maintains a high level of quality-based competitiveness in each of the multiple
services offered, covering all engineering, production, installation and maintenance projects, and its wide
knowledge of its customersO needs, allows integral solutions to be offered and the future demand for
services to be anticipated.

The volume of the order book at the end of the financial year 2002 stood at 1,947.6 million euros,
which represents an increase of 16.7% with respect to the previous year. This amount guarantees 13
months of activity although we should bear in mind that nearly two thirds of revenues for this division
is recurrent and that some of these items do not have an effective order book and, therefore, we can
be confident of almost two years of production with these levels.

A. Distribution networks

The development and maintenance of distribution networks for water, gas and electricity is the embryo
of what currently conforms the Cobra Group, and represents almost one third of its total revenues.

This activity accumulates an experience of over 50 years, supported by the know-how developed in
those years and by the high quality of the services rendered. This activity has provided the Group with
the undisputed position of leadership in this business, based on a strong product and geographic area
specialization. One of its most important competitive advantages is the continuous innovation in the
assembling techniques and the incorporation of specialized machinery, in many cases of its own design
and manufacture.

¥ In the electricity activity it has developed works on engineering, supply, construction, operating
and maintaining transportation lines, distribution, sub-stations and lighting. The Cobra Group is
pioneer and leader in integral electrical maintenance for voltage lines and sub-stations.

¥ In gas distribution, the Cobra Group offers a wide range of services, among which are sales and
integral gasification for population centers, the construction and maintenance of all kind of
networks, the assembly of recipient installations, reading meters, construction of regulating and
measuring recording stations and network digitalization.

¥ With water, the works include the construction and maintenance of supply and drainage networks,
as well as the construction of installations, among which are deposits, and pumping and treatment
stations.There are also urbanizations and paving works, as well as civil engineering alterations and
fitting-out.
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Among the most significant works carried out in the field of electricity there are:

¥ In the national market:

Re-powering of Line 132 KV to 220 KV Atios-Mos (Pontevedra) for Uni—n Fenosa.

Power lines of the AVE Madrid-LZrida of 400 KV Trillo-Calatayud for REE.

MetroSur substations in Madrid.

Transforming substations of 400 KV for REE and Iberdrola.

Burying of Line of 400 KV between San Sebastitn de los Reyes, Loeches and Morata de Taju—a
(Madrid), in accessible gallery and services for REE.

¥ In the international front:

400 KV line in a length of 102 km between Miguel Moreno Torres and St. Julie, in Mexico.
500 KV line in a length of 212 km between ltumbiara and Marimbondo, in Brazil.

500 KV line in a length of 181 km between Cachoeira Paulista and Tijuco Pireto, in Brazil.
- Construction frame and reinforcement contract of lines for RTE, in France.

As for the activities carried out during year 2002 by the divisions of gas and water in Spain, it could
be highlighted:

¥ Commercialization, assembly and commission of 8,300 gas receiving installations and 2,510
residential heating systems for Gas Natural in several cities in Spain.

¥ Integral gasification with channeled propane between the populations of Vall d«Uxo (Castell—n),
Albaida, Tabernes de Valldigna and Bu—ol (Valencia) for Repsol Gas.

High voltage electricity line
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B. Telecommunications ¥ Project to provide network infrastructure in the area of Fuenlabrada (Madrid) and to provide
access to the new Fuenlabrada Hospital.

¥ Supply and assembly for the communication networks in Costa Rica for Alcatel.

¥ Installation of a switcher center in Mexico for Telef—nica.

¥ Works performed for Telef—nica in Argentina in the regions of South Patagonia and AMBA,
developing: consumer installations, customer corrective and preventive maintenance, construction

The main business areas of this subdivision are concentrated on engineering, development, implementation
and maintenance of networks and technical equipment of fixed telephony, mobile telephony (GSM and
UMTS), wireless (LMDS) for the local subscriber loop, optic fiber, as well as radio links, microwave systems,
customized telecommunications services, etc.

The Cobra Group has worked for years with the most important agents of this industry, the national and maintenance of works of external nursery and special circuits.
telecommunications operators and many of its affiliated branches in Latin America, and the technology ¥ External plant and maintenance of lines and cables, service orders and malfunction reparations
providers of the sector. This relationship has allowed for a high specialization, providing an increasingly for Telef—nica de Chile, Telef—nica del Perce, and for Telesp in Sao Paulo, in Brazil.

advanced service offer with growing added value. o ) ) . ] )
Telecommunications infrastructures require continuous maintenance that, along with the regular

investments the industry needs to maintain its optimum level of activity, provide the Cobra Group with
PERFORMANCE IN THE FINANCIAL YEAR 2002 the opportunity to offer services through frame contracts like TelefonicaOs, VodafoneOs and AmenaOs.

The evolution of the Cobra Group in this division has been affected for the second consecutive year
by the slower growth of the investment volume of the main operators, as a reaction to the difficult

situation the sector has undergone during the period. Some of the main projects developed in 2002
were: The Cobra Group carries out the design, engineering, assembling, start-up and maintenance of railway

systems, including high speed and urban transport rail links (subway, light trains, trolleybuses and trams),
in specialties such as electrification, signaling, railway safety installations, communications, auxiliary services
relating to access control, automatic ticket issue, mechanical stairways, lighting, ventilation and air
conditioning.

C. Railways

¥ Customer loop contract with Telef—nica. Design, permits, civil engineering, lines and cables, customer
service and public path TUP.

¥ Interconnection of switchersO centers of the electric network of telecommunications. Supply,
cabling and tests. Civil engineering and optical fiber for Red ElZctrica Telecomunicaciones.

Telecommunications systems Railway electrification and signals for the Madrid-LZrida High Speed Line
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Furthermore, the Cobra Group has been carrying out research for some years now in the area of
railways and electric supply, and has gained recognized national and international prestige therein. This
has led it to develop new types of overhead power cables for high speed trains, compact posts for
electric cables, antenna support pylons, railways signaling, etc., with highly satisfactory results, providing
it with a vanguard position in the development of future systems for high speed lines, traditional services
and urban transport.

PERFORMANCE IN THE FINANCIAL YEAR 2002
Among the most significant works during 2002 we can highlight the following:

¥ Project, installation, maintenance of interlocking facilities and train protection systems, and of
safe detection systems for obstacles falling in the tracks with automatic monitoring for the
Section Madrid-Puigverd of LZrida on the Madrid-Zaragoza-Barcelona-French Border High
Speed Line.

¥ Project, works, installation and maintenance of the contact aerial line and associated systems for
the Madrid-Zaragoza-Barcelona-French Border High Speed Line. Madrid-LZrida section.

¥ Execution of works in the Granollers-Massanet section (Barcelona), including track restoration,
overhead power cables modernization and execution of complementary works.

¥ Communications infrastructure in the High Speed Line, Madrid-LZrida section, for Siemens.

¥ Versatile overhead power cables for tracks on three lines (national and international gauge) on
the Olmedo-Medina del Campo testing section (Valladolid).

¥ Project and works in electrification facilities in the south diversion in Zaragoza.

¥ Infrastructure in the passageway Madrid-Mediterrfneo. Special maintenance between the K.P. 245
and K.P. 276.Track electrification in Roda-Albacete section.

¥ Maintenance of the Substation facilities and the overhead power cables for the Madrid-Sevilla
High Speed Line during 4 years (2002-2005).

¥ Restoration and electrification of the station headers of Le—n for Renfe.

¥ Electrification of the exit track beam of the Atocha train station (Madrid).

¥ Engineering, supply, installation, tests and commissioning of the traction system, energy supply and
distribution and SCADA system for the passageway in the Delhi (India) subway.

ACTIVITIES OF THE ACS GROUP | 51

D. Industrial systems

The Cobra Group supplies integral management of auxiliary services for industrial and production
processes for a wide number of Spanish and international manufacturing sectors.

This activity comprises applied engineering services, such as installations and conversions in industrial
plants, ships, refineries, petrochemical plants, cement factories and different major projects requiring
certain level of specialization, such as industrial refrigeration and air conditioning, mechanical and
structural systems, etc.

One of the most remarkable peculiarities of this type of activity is the predominance of maintenance
contracts, that is, medium-term, periodically-renewable agreements. In general, installation services
are coupled with contracts of this type, which assure recurring income.

PERFORMANCE IN THE FINANCIAL YEAR 2002

The Group has carried out various industrial projects for air conditioning, heating, sanitary installations,
mechanical installations and assemblies, industrial fluid networks, fire protection and industrial cooling.
The main ones include:

¥ Air conditioning in the bodywork halls, assembly and pressing in the Ford Plant in Almusafes
(Valencia).

¥ Electric installation of medium low voltage and mechanical installations at the Repsol Technological
Center in M—stoles (Madrid).

RepsolOs Technological Centre and Higher Institute for Energy, M—stoles (Madrid)
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¥ Disassembly works at the Vandell—s | Nuclear Plant, in Tarragona.

¥ Assembly and adaptation of the new cargo terminal at the Prat Airport, in Barcelona.

¥ Supply, assembly and painting of the storage Park of Hydrocarbon and Pantalan with cargo arms
in Cartagena (Murcia).

¥ Supply, pre-manufacturing and assembly of the piping system, as well as the supply and assembly
of the utilities central in the new laboratory in Colmenar Viejo (Madrid), for Pharmamar.

¥ Supply, pre-manufacturing and assembly of the piping system for the new Pharmaceutical Plants
for DMS Deretil in Almer'a.

¥ Mechanical assembly, boiler and auxiliary systems in Villanueva de Algaidas (Mflaga).

¥ Supply, assembly and structure painting, equipment, piping and isolation in Mtlaga for Iberese.

¥ Supply, isolation assembly for equipment and pipes at the Combined Cycle Central of Castej—n
(Navarra).

¥ Manufacturing and slipway block assembly, area isolation and machinery, and various facilities in
several shipping and floating docks constructed by IZAR.

¥ Industrial cleaning mechanical maintenance for Endesa in the Thermal Centrals of Teruel, Compostilla
Il and OAs PontesO.

¥ Decontamination and industrial cleaning maintenance for the Nuclear Power Plants | and Il in
Asc— (Tarragona).

¥ Air conditioning installation of the EOI left wing, in Madrid.

¥ Installation of fire hydrant networks and cistern construction in the Palacio de Comunicaciones
of Madrid.

Boilers at a Combined-Cycle Plant, Castej—n (Navarra)
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¥ Supply and assembly of the Transformation Center, as well as air conditioning facilities, central
control, fire protection and parking ventilation executed for several Commercial Centers, leisure
centers and company offices.

Integral maintenance continues to be one of the divisionOs relevant activities, both for industrial and
services companies, including:

¥ Integral maintenance (mechanical, electricity and instrumentation) of the Plants in the Guadarranque
area (Ctdiz) of the Gibraltar Refinery of CEPSA.

¥ Maintenance and operation of the Hydraulic Plants in cgueda and San JosZ in the Confederaci—n
Hidrogrifica del Duero.

¥ Maintenance of the police real state training center in ¢vila for the Police General Directorate.

¥ Maintenance of the buildings and enclosures used by Public Schools, nurseries and assimilated
centers for the Zaragoza City Hall.

¥ Maintenance of the Pabell—n de Exposiciones in Santander.

¥ Maintenance of installations of the offices networks and corporation buildings for different banking
institutions.

¥ Maintenance of suburban stations in Madrid, as well as the building in the Avda. Ciudad de Barcelona
for Renfe.

As regards infrastructure conservation, the Cobra Group mainly develops three types of activities:

Equipment for horizontal signals and winter traffic
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¥ Integral conservation of roads, where it maintains its leadership in Spain, with more than 7,000
kilometers of roads and highways. The most relevant contracts in 2002 were:

- Maintenance of the Somport Tunnel (Huesca) for a period of 2 years.

- Contracts with the Public Works Ministry in several provinces of Spain, such as C—rdoba,
Ciudad Real, Burgos, Sevilla, Pontevedra, and Alicante.

- Renewal of the integral conservation contact of roads for the B Area with the Diputaci—n
Foral de Guipcezcoa.

- Renewal of the conservation contract of autonomic roadways in the province of Salamanca
and in the highway Le—n-Burgos with the Junta de Castillay Le—n.

- First maintenance contract of urban tracks with the Salamanca City Hall.

- Winter traffic campaign 2002-2003 for Aucalsa.

¥ Urban infrastructures conservation, including the following projects:

- Restoration of the Retiro pond in Madrid.
- Construction of a new collector and the restoration of the Arroyo de Pozuelo in Madrid.

- Construction of electric and hydraulic installations of ornamental fountains in Madrid and Badajoz.

¥ And environment conservation, division in which the Cobra Group continues to grow with
the clear objective of becoming the leader in the Spanish forest sector. The main contracts
awarded include:

Silvicultural systems in the Aranjuez Gardens (Madrid)
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Traffic signs along the TF 5 Highway (Tenerife)

- Extension of the fire prevention contract in the south area of the Madrid Community.

- Forest treatments in Aranjuez Gardens for the National Patrimony.

- Maintenance of riverbeds in Guadalete for the Confederaci—n Hidrogrifica del Guadalquivir.
- Recovery of mining terrains in Fabero (Le—n) for the Junta de Castillay Le—n.

- Restoration and cleaning of the different stream margins in the Madrid Community.

Major contracts have been obtained in 2002 regarding signaling and road safety in roads and urban
areas.These contracts consolidate the undisputed leadership position of the Cobra Group in Spain in
this field of activity. The following must be highlighted:

¥ Vertical and horizontal signaling and containment systems for various regional administrations,
such as the Counsel Insular of Mallorca, Junta de Castilla y Le—n, Junta de Castilla-La Mancha, and
the Diputaci—n Foral de Guipcezcoa.

¥ Procurement of several contracts with the Public Works Ministry and with the Traffic Main Office
for the adequacy of vertical signs and the repainting of road signaling in highways and roads in
different Spanish provinces.

¥ More than 25 Spanish cities have contracted the services of the Group for road signaling. In this
field, this is the company with the largest number of long-term contracts at national level.

¥ Procurement of several contracts with highway concessionary companies for the vertical and
horizontal signaling of roads, such as the one of the Costa del Sol Highway, the M-506, the Fraga
diversion and the CN-634 Highway.
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Furthermore, the Cobra Group provides auxiliary services to different types of companies, mainly in
the electric and industrial sectors, including the reading of meter, data recording and administrative
services.

The Cobra Group, as the leading company in Spain and one of the most important in the European
Union in the corporate image sector, continuous to provide services for the implementation of new
corporate image and its maintenance for the leading companies in the distribution, food, oil, banking
and automobile sectors.

E. Energy proyects

Through the Cobra GroupOs Projects division, we offer our clients a variety or turnkey products, including
electrical power installations such as sub-stations and transformer centers for power generation,
transport and distribution and solutions for large consumers, as well as the execution of large projects

such as combined-cycle power stations, water desalinization plants, chemical and petrochemical plants,

conventional power stations, cogenerating plants, etc.

The sector in which we are increasing our presence is the renewable energy, through the promotion,
construction and running of wind farms.

Combined-Cycle Plant in Castell—n
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Solar energy panels in Palma de Mallorca Wind-power generator, wind farm in LOEnderrocada (Tarragona)

PERFORMANCE IN THE FINANCIAL YEAR 2002
The following are projects developed in 2002:

¥ Assembly of 2 HRSG boilers, 400 MW each, as well as the pre-manufacture and assembly of
pipes and supports at the Combined-Cycle Plant in El Grao (Castell—n) for Iberdrola.

¥ Assembly of a HRSG boiler, 400 MW, in the Combined-Cycle Palnt in Castej—n (Navarra) for
Iberdrola.

¥ Works beginning in the Combined-Cycle Plant, 400 MW, Single Shaft in Santurce (Vizcaya) for
Iberdrola.

¥ Mechanical works in the Group 5 detention of the Thermal Central in Compostilla (Le—n) for
Endesa Generaci—n.

¥ Mechanical works in the new photovoltaic cells Plant of Tres Cantos (Madrid) for BP Solar.

¥ Wind Farms assembly in Sidi Daoud (Tunisia), and in Escuch (Teruel) for Made Tecnolog’as
Renovables.

The Cobra Group has participated in the construction of all the wind farms in which the ACS Group

is also involved as a promoter: LOEnderrocada in Tarragona, with 30 MW of power, and Somozas with
48 MW, Monte Redondo with 50 MW, and Novo of 19 MW of power, in Galicia . The order book for
wind farms under development, whose construction is expected to be initiated in the next two years,

is of 500 MW, of which 350 MW are located in different regions of Spain and 150 MW in Portugal.
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E. Control systems

The Cobra Group has become the main supplier of engineering, installation and operation of control
systems for the industry and urban services, covering traffic services, lighting and other control and
signaling systems, with a high maintenance component, guaranteeing high visibility for revenues and
stable margins.

The main traffic activities include integral control and regulations solutions for traffic, both urban and
interurban, vehicle fleet management through localization systems (GPS) and managing vehicle
identification and control systems (SAE).

Also important is the implementation and maintenance of public and private lighting systems, including
intelligent management systems and automation centers, as well as electrical and fluid systems for
ornamental fountains.

Finally, there is the electronic signaling and access control for transport systems and buildings, control
and regulation systems for various production industries, etc.

PERFORMANCE IN THE FINANCIAL YEAR 2002

As regards the traffic control systems division, which includes the installation of variable signaling
panels, TV cameras, traffic data capture stations, remote control stations, SDH communications systems
and optic fiber cable laying, the following contracts were the most significant:

Integral maintenance and traffic light conservation in Valencia
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¥ Contract with the Valencia City Hall for the maintenance, repairs and adaptation of the signaling
installations, traffic regulations, control and monitoring systems and operating assistance for dynamic
systems over a two-year period, with possible extension for another two years.

¥ Maintenance and adequacy of the SOS poles network in Madrid and Mtlaga over a two year
period, with possible extension for another two years, with the General Traffic Directorate.

¥ Supply and installation of interurban management equipment and closed television circuit system
in the N-301 and A-7 highways in the section between the limit of the Albacete, Murcia provinces
with the Alicante province.

¥ Contract for the maintenance and adequacy of traffic control facilities and regulation to all Sevilla
accesses.

As for the transport technology division, the Cobra Group is the undisputed leader in Operation
Assistance Systems (SAE), including the following:

¥ Equipment supply, start up and support service for the operation of the car park in the Zaragoza-
Delicias station (Madrid-Zaragoza-Barcelona-French Border Line).

¥ Supply and installation of Operation Assistance Systems for the fleet of urban buses in Alicante
and Bilbao.

As regards public management systems for lighting and drainage networks, the Cobra Group has
executed contracts with the main Spanish cities and is developing new projects for renewing and adapting
public infrastructures such as street paving, altering sewer systems, building sports installations, etc.

Closed circuit television system at VigoOs Harbour (Pontevedra)






