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1.1.  MAIN EVENTS

On October 14, 2003, the Special Shareholders’ Meetings of the ACS Group and the Dragados Group resolved to approve 

the merger of the two companies. Once the legally-stipulated periods had elapsed and the required procedural formalities 

had been complied with, the new ACS share was admitted to listing on the stock exchange on December 15, 2003.  

In order to analyze the Group’s performance in 2003 and to ensure greater uniformity in the year-on-year comparison of 

information, this report contains pro forma consolidated figures which were obtained considering the merger to have been 

effective since January 1, 2002. In addition, the extraordinary provision of E111.5 million after taxes recorded in December 

2003 for extraordinary merger expenses was excluded from the analysis. The Exhibit on page 62 includes a detail of the 

reconciliation of the 2002 and 2003 statements of income per books to the related pro forma statements of income.

The variations in 2003 in the consolidated Group’s main pro forma financial aggregates were as follows:

Main financial aggregates
Pro forma figures
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2003

(Millions of Euros)
		2002	 2003	 Var. 03/02	

Net sales	 9,962.1	 10,733.6	 +7.7%

Gross operating income	 803.1	 931.8	 +16.0%	

Margin	 8.1%	 8.7%

Net operating income	 576.6	 649.0	 +12.5%	

Margin	 5.8%	 6.0%

Ordinary income	 443.4	 537.3	 +21.2%

Income before taxes	 392.3	 498.8	 +27.1%

Attributable net income	 326.4	 380.3	 +16.5%	

EPS	 2.75E	 3.21E	 +16.5%

Total net debt	 978.6	 1,230.6	 +25.7%	

Net debt with recourse	 673.3	 914.4	 +35.8%	

Long-term bank financing	 630.0	 611.8	 -2.9%	

Short-term net debt/(Cash)	 43.3	 302.6	 +598.2%	

Project financing	 305.5	 316.2	 +3.6%

Shareholders’ equity	 1,805.5	 1,796.4	 -0.5%	

Gearing*	 37.3%	 50.9%

1.2.  PRO FORMA CONSOLIDATED STATEMENT OF INCOME

Pro forma figures

* Net debt with recourse / Shareholders’ equity

(Millions of Euros)

Net sales	 9,962.1	 100.0%	 10,733.6	 100.0%	 +7.7%	

Other revenues	 338.1	 3.4%	 376.3	 3.5%	 +11.3%

Total revenues	 10,300.2	 103.4%	 11,109.9	 103.5%	 +7.9%	

Operating expenses	 (7,146.8)	 (71.7%)	 (7,695.3)	 (71.7%)	 +7.7%	

Personnel expenses	 (2,350.4)	 (23.6%)	 (2,482.8)	 (23.1%)	 +5.6%

Gross operating income	 803.1	 8.1%	 931.8	 8.7%	 +16.0%	

Depreciation and amortization expense	 (189.9)	 (1.9%)	 (233.5)	 (2.2%)	 +22.9%	

Provision to the reversion reserve	 (5.0)	 (0.1%)	 (5.1)	 (0.0%)	 +2.9%	

Variation in operating allowances	 (31.5)	 (0.3%)	 (44.2)	 (0.4%)	 +40.1%

Net operating income	 576.6	 5.8%	 649.0	 6.0%	 +12.5%	

Net financial loss	 (128.6)	 (1.3%)	 (118.5)	 (1.1%)	 -7.9%	

Companies accounted for by the equity method	 55.3	 0.6%	 67.8	 0.6%	 +22.5%	

Amortization of goodwill	 (59.9)	 (0.6%)	 (61.0)	 (0.6%)	 +1.8%

Income from ordinary activities	 443.4	 4.5%	 537.3	 5.0%	 +21.2%	

Extraordinary loss	 (51.1)	 (0.5%)	 (38.5)	 (0.4%)	 -24.8%

Income before taxes	 392.3	 3.9%	 498.8	 4.6%	 +27.1%	

Corporate income tax	 (62.1)	 (0.6%)	 (109.7)	 (1.0%)	 +76.7%

Consolidated income for the year	 330.2	 3.3%	 389.1	 3.6%	 +17.8%	

Loss attributable to minority interests	 (3.8)	 (0.0%)	 (8.9)	 (0.1%)	 +132.6%

Net income attributable to the Parent Company	 326.4	 3.3%	 380.3	 3.5%	 +16.5%

		2002	 %	 2003	 %	 Var.03/02

1.2.1  Net sales

Net sales amounted to E10,734 million in 2003, nearly 8% higher than the aggregate sales of the two groups in 2002. 

The detail, by market, is as follows:

Breakdown of Sales by Market
Pro forma figures

(Millions of Euros)

Spain	 8,233.9	 82.7%	 9,151.1	 85.3%	 +11.1%

Abroad	 1,728.3	 17.3%	 1,582.5	 14.7%	 -8.4%

Total	 9,962.1		 10,733.6		 +7.7%

		2002	 %	 2003	 %	 Var.03/02

The decrease in sales abroad was due mainly to the substantial reduction in international construction activity following the 

sale of Obrecol, ACS’s Portuguese subsidiary, at the end of 2002, to the repercussions of the Latin-American crisis and to 

the impact of the appreciation of the euro in 2003.

BUSINESS PERFORMANCE OF THE ACS GROUP IN 20031

3.1. Management Report of the Consolidated Group

Translation of financial statements originally issued in Spanish and prepared in accordance with generally accepted accounting principles 
in Spain (see Note 25). In the event of a discrepancy, the Spanish-language version prevails.
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The detail, by business line, of total net sales is as follows:

Net sales
Pro forma figures
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2003

Net operating income
Pro forma figures

(Millions of Euros)

Construction	 5,329.7 	 53.0%	 5,594.9 	 51.7%	 +5.0% 

Industrial services	 2,826.9 	 28.1%	 3,069.2 	 28.4%	 +8.6% 

Services and concessions	 1,906.5 	 18.9%	 2,160.6 	 20.0%	 +13.3% 

Parent Company/Adjustments	 (100.9) 		 (91.1) 		 -9.8% 	

Total	 9,962.1 	  	 10,733.6 	  	 +7.7%

		2002	 %*	 2003	 %*	 Var.03/02

1.2.2 Gross operating income

Gross operating income amounted to E932 million in 2003, up 16% on 2002, boosted by the sound performance 

of the Construction and Industrial Services business, which reported growth of over 10%, the excellent trend in the 

Services business, which grew by 19%, and the significant reduction of corporate general expenses, as shown in the 

table below:

* Percentages calculated based on total sales for all business lines

Gross operating income
Pro forma figures

(Millions of Euros)

Construction	 385.4 	 45.0%	 424.3 	 43.7%	 +10.1% 

Industrial services	 245.7 	 28.7%	 277.6 	 28.6%	 +13.0% 

Services and concessions	 224.7 	 26.3%	 268.1 	 27.6%	 +19.3% 

Parent Company/Adjustments	 (52.7) 		 (38.2) 		 -27.5% 	

Total	 803.1 	  	 931.8 	  	 +16.0%

		2002	 %*	 2003	 %*	 Var.03/02

The ratio of gross operating income to sales was 8.7%, 60 basis points more than in 2002. This substantial improvement 

was due in part to the trend in personnel expenses, which rose by only 5.6% and enabled the Group to increase total 

productivity. More specifically, and since the average headcount in 2003 was approximately 97,900 employees, up 7% 

on the aggregate figure for 2002, the average cost per employee was E25,360, down 1% on the pro forma figure for 

the previous year.  

1.2.3 Net operating income

Net operating income amounted to E649 million, up 12.5% on 2002, following a 40% increase in operating allowances, 

mainly in the construction business, and a 23% rise in the depreciation and amortization expense as a result of the increase 

in investments in more capital-intensive projects, in particular in the Services business.

* Percentages calculated based on total gross operating income for all business lines

(Millions of Euros)

Construction	 312.2 	 48.8%	 330.9 	 47.6%	 +6.0% 	

Industrial services	 202.5 	 31.6%	 227.3 	 32.7%	 +12.3% 	

Services and concessions	 125.3 	 19.6%	 137.0 	 19.7%	 +9.3% 

Parent Company/Adjustments	 (63.4) 		 (46.2) 		 -27.0% 	

Total	 576.6 	  	 649.0 	  	 +12.5% 

		2002	 %*	 2003	 %*	 Var.03/02

The ratio of net operating income to sales was 6.0%, 20 basis points more than in 2002.

1.2.4 Net financial loss

The net financial loss in 2003, which amounted to E118.5 million (8% less than in 2002), includes net exchange gains of 

E25.3 million, the detail being as follows:

* Percentages calculated based on total net operating income for all business lines

Financial expenses totaled E195.1 million in 2003, of which E154.7 million related to interest on loans from credit 

institutions and E35.7 million to exchange losses. The remaining E4.7 million arose from the variation in investment 

valuation allowances.

Total financial revenues in 2003 exceeded E76.6 million, of which E10.4 million related to exchange gains.

(Millions of Euros)
		2002	 2003	 Var. 03/02		

Interest paid	 (218.2) 	 (154.7) 	 -29.1% 		

Financial allowances	 (1.5) 	 (4.7) 	 +215.2% 		

Exchange losses	 (39.9) 	 (35.7) 	 -10.5% 	

Financial expenses	 (259.6) 	 (195.1) 	 -24.8% 		

Interest received	 99.8 	 66.2 	 -33.6% 		

Exchange losses	 31.2 	 10.4 	 -66.7% 	

Financial revenues	 130.9 	 76.6 	 -41.5% 		

Net interest accrued	 (118.4) 	 (88.5) 	 -25.3% 		

Financial allowances	 (1.5) 	 (4.7) 	 +215.2% 		

Exchange losses	 (8.7) 	 (25.3) 	 +190.7% 	

Total	 (128.6) 	 (118.5) 	 -7.9% 

Financial loss
Pro forma figures

3.1. Management Report of the Consolidated Group

The detail, by business line, is as follows:



December 31

(Millions of Euros)

Due from shareholders for uncalled capital	 24.6 	 0.2% 	 8.9 	 0.1% 	 -63.6% 		

Start-up expenses	 20.0 	 0.2% 	 15.9 	 0.1% 	 -20.8% 		

Intangible assets	 361.7 	 3.6% 	 421.3 	 3.8% 	 +16.5% 		

Tangible fixed assets	 1,402.0 	 13.9% 	 1,533.8 	 13.7% 	 +9.4% 		

Long-term investments	 1,199.1 	 11.9% 	 1,383.6 	 12.3% 	 +15.4% 

Total fixed and other noncurrent assets	 2,982.8 	 29.5% 	 3,354.6 	 29.9% 	 +12.5% 

Goodwill	 828.5 	 8.2% 	 1,039.9 	 9.3% 	 +25.5% 

Deferred Charges	 41.8 	 0.4% 	 43.4 	 0.4% 	 +4.0% 		

Inventories	 414.5 	 4.1% 	 424.9 	 3.8% 	 +2.5% 		

Accounts receivable	 4,788.9 	 47.4% 	 5,159.2 	 46.0% 	 +7.7% 		

Short-term investments	 610.4 	 6.0% 	 744.4 	 6.6% 	 +22.0% 		

Treasury stock	 26.9 	 0.3% 	 26.9 	 0.2% 	 +0.0% 		

Cash	 344.9 	 3.4% 	 383.1 	 3.4% 	 +11.1% 		

Accrual accounts	 35.6 	 0.4% 	 40.9 	 0.4% 	 +14.9% 

Current Assets	 6,221.1 	 61.6% 	 6,779.4 	 60.4% 	 +9.0% 	

TOTAL ASSETS	 10,098.7 	 100.0% 	 11,226.3 	 100.0% 	 +11.2%

		2002 Pf	 %	 2003	 %	 Var.03/02

Shareholders’ Equity	 1,805.5 	 17.9% 	 1,796.4 	 16.0% 	 -0.5% 

Minority Interests	 103.1 	 1.0% 	 99.3 	 0.9% 	 -3.7% 

Exchange losses	 5.2 	 0.1% 	 3.6 	 0.0% 	 -31.3% 

Deferred revenues	 118.4 	 1.2% 	 135.6 	 1.2% 	 +14.6% 

Project financing	 305.3 	 3.0% 	 316.2 	 2.8% 	 +3.6% 

Provisions for contingencies and expenses	 192.1 	 1.9% 	 405.7 	 3.6% 	 +111.2% 		

Payable to credit institutions	 630.0 	 6.2% 	 611.8 	 5.4% 	 -2.9% 		

Other long-term payables	 90.6 	 0.9% 	 116.9 	 1.0% 	 +29.0% 

Total long-term debt	 720.6 	 7.1% 	 728.7 	 6.5% 	 +1.1% 		

Payable to credit institutions	 1,025.4 	 10.2% 	 1,456.9 	 13.0% 	 +42.1% 		

Trade accounts payable	 4,695.8 	 46.5% 	 5,059.2 	 45.1% 	 +7.7% 		

Other payables	 1,127.3 	 11.2% 	 1,224.6 	 10.9% 	 +8.6% 	

Total current liabilities	 6,848.5 	 67.8% 	 7,740.8 	 69.0% 	 +13.0% 	

TOTAL SHAREHOLDERS’ EQUITY & LIABILITIES	 10,098.7 	 100.0% 	 11.226,3 	 100.0% 	 +11.2%

1.3. CONSOLIDATED BALANCE SHEET
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1.2.5 Income from ordinary activities

Income from ordinary activities rose 21% to E537.3 million, which represented 5% of sales. The net income contributed 

by investees accounted for by the equity method amounted to E67.8 million, an increase of 22.5%, and included most 

notably the contributions of Abertis (E38.8 million) and Urbis (E17.4 million).  

The amortization of the goodwill arising on the acquisitions made in recent years amounted to E61 million, up 2% on the 

pro forma figure for 2002. Of this amount, E42 million relate to the goodwill which arose on the purchase of a 33.5% 

holding in the Dragados Group.

1.2.6 Extraordinary loss

The balance of this caption, which amounted to -E38.5 million, relates mainly to provisions for exceptional contingencies, 

of which approximately E18 million arose in connection with investments in telecommunications. The 25% decrease 

with respect to 2002 is due largely to the fact that the figure for 2002 included the loss on the sale of HBG (E71 million).

1.2.7 Net income attributable to the Parent Company

The net income attributable to the Parent Company exceeded E380 million (up 16.5%) despite the rise of over 75% in 

the tax charge with respect to the pro forma figure for 2002. This rise was the result of an increase of 9 percentage points 

in the effective tax rate due to the tax credits recorded exceptionally in 2002 to capitalize on the changes in tax legislation.

1.3.1 Long-term assets

Long-term assets, which are taken to be the sum of the fixed and other noncurrent assets plus the balance due from 

shareholders, goodwill and deferred charges, increased by 15% from E3,878 million at 2002 year-end to over E4,400 as 

of December 31, 2003. The balance of the “Consolidation Goodwill” caption, which resulted from the acquisitions made 

in recent years, amounted to E1,040 million, up 25% on the pro forma figure for 2002, as a result of the purchase of a 

10% holding in Grupo Dragados in March 2003. Of the aforementioned amount, E781 million arose from this transaction.

3.1. Management Report of the Consolidated Group
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(Millions of Euros)
		2002	 2003	 Var. 03/02	

Project financing	 (305.3) 	 (316.2) 	 +3.6% 

Net debt with recourse	 (673.3) 	 (914.4) 	 +35.8% 

Long-term bank debt	 (630.0) 	 (611.8) 	 -2.9% 

Short-term bank debt	 (1,025.4) 	 (1,456.9) 	 +42.1% 

Cash + IFT + treasury stock	 982.1 	 1,154.4 	 +17.5% 

Total Net Debt	 (978.6) 	 (1,230.6) 	 +25.7% 

Gearing*	 38%	 51%

Breakdown of Net Debt
Pro forma figures

*Net debt with recourse / shareholders’ equity

This amount, which is equivalent to 27% of the Group’s stock market capitalization at 2003 year-end (down 3% on the 

same ratio at 2002 year-end), is less than the acquisition cost (E1,318 million) of the shares retired in the merger process.

Of the total net debt, E316 million relate to project financing without recourse for the shareholder and, accordingly, 

the ratio of net debt with recourse to consolidated shareholders’ equity at 2003 year-end was 50.8%.

Long-term payables to credit institutions amounted to E612 million, virtually the same as the balance drawn down at 

2002 year-end. Short-term payables to credit institutions at 2003 year-end totaled E1,457 million, E431.5 million more 

than in 2002. This figure includes the financing of the tender offer launched in March 2003 for 10% of Dragados Group.

The aggregate balance of the “Cash” and “Short-Term Investments” captions amounted to E1,127 million, up 18% 

on December 2002, and the balance of treasury stock as of December 31, 2003, was E27 million, relating to the indirect 

holding of 902,453 shares owned by Dragados Group at the date of the merger.  

1.3.4 Shareholders’ equity

Shareholders’ equity amounted to E1,796 million, virtually the same as the pro forma balance at 2002 year-end.   

This figure includes the extraordinary provision for merger expenses, which amounted to E111.5 million after taxes, and 

the adjustment for the retirement of shares in the merger.

Variations in Shareholders’ Equity

(Millions of Euros)

ACS Shareholders’ Equity at 12/31/2002		 980.4 	

DRC Shareholders’ Equity at 12/31/2002		 1,122.0 	

Retirement of 25% of DRC goodwill (1)		 (296.9) 	

Pro forma Shareholders’ Equity at 12/31/2002	  	 1,805.5 	

Retirement of 10% of DRC goodwill (2)		 (112.2) 	

Pro forma 2003 net attributable income		 380.3 	

2002 ACS dividend		 (46.1) 	

2002 DRC final dividend		 (15.3) 	

2003 interim dividend		 (42.7) 	

Translation differences and other		 (61.6) 	

Extraordinary provision for merger expenses		 (111.5) 	

Shareholders’ Equity at  12/31/2003	  	 1,796.4 

 (1) 23.5% acquired from SCH on April 18, 2002, plus 1.5% of treasury stock
 (2) 10% acquired in the tender offer

On December 18, the Board of Directors declared an interim dividend of E0.36 per share, which was paid on January 15, 2004, 

giving rise to a reduction of E42.7 million in shareholders’ equity as of December 31, 2003.

3.1. Management Report of the Consolidated Group

1.3.2 Working capital

At 2003 year-end the net working capital deficiency amounted to -E660 million, a year-on-year improvement of 13%. 

The 7.7% increase in accounts receivable was offset by a proportional rise in trade accounts payable. Furthermore, 

the balance of the “Other Payables” caption rose by 8.6%, which favored the upward trend in working capital.

1.3.3 Net debt

The net on-balance-sheet debt totaled E1,230 million, up 25.7% on the figure at 2002 year-end, the detail being as 

follows:

The variations in shareholders’ equity in 2003 were as follows:
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1.4.1 Net cash flows from operations

The funds obtained from operations amounted to E743.8 million in 2003, up 29% on the pro forma figure for 2002. 

A further E74.6 million were generated through the management of working capital, bringing the net cash flow from 

operations up to E818.5 million.

		Net cash flows from investment activities	 (457.3) 	  (543.0) 	  +18.8% 	

Inc/(Dec) Short-term loans from banks	 671.7 	 431.5 			

Inc/(Dec) Project financing	 3.7 	 10.9 			

Inc/(Dec) Long-term loans from banks	 (168.9) 	  (18.2) 	  	

Bank financing	 506.5 	 424.2 	 -16.2% 

 	     less: Dividends paid	 (62.0) 	 (56.3) 		

 	     less: Acquisition of treasury stock(1)	 (957.7) 	  (384.5) 	  	

Own financing	  (1,019.6) 	  (440.8) 	  -56.8% 

Other sources of financing	 16.9 	 (86.6) 	 n.a.

Net cash flows from financing activities	 (496.2) 	  (103.2) 	  -79.2% 	

Inc/(Dec) Cash & short-term investments	 (36.7) 	 172.3 		

Cash and short-term investments at the beginning of the year	 991.9 	 955.2 	 -3.7% 

Short-term investments at year-end	  955.2 	  1,127.5 	  +18.0%

(1) Includes the amount paid for the purchase of 33.5% of Dragados: 23.5% in 2002 and a further 10% through the tender offer 

launched in the first quarter of 2003. The balance for 2002 also includes the shares of treasury stock acquired by Dragados (E58 

million)

3.1. Management Report of the Consolidated Group

(Millions of Euros)
		2002	 2003	 Var. 03/02	

Gross operating income	 803.1 	 931.8 	 +16.0% 	

    add: Dividends received from subsidiaries	 38.3 	 57.3 	

        add: Interest received	 98.7 	 66.2 		

 	     less: Interest paid	 (195.5) 	 (154.7) 		

 	     less: Extraordinary operating loss	 (82.8) 	 (47.1) 		

 	     less: Corporate income tax	 (83.8) 	  (109.7) 	  	

Funds obtained from operations	 578.1 	 743.8 	 +28.7% 	

Dec/(Inc) Trade receivables, cons. work pend. cert. and other accounts receivable	 (317.3) 	 (370.4) 			

Dec/(Inc) Inventories	 23.3 	 (10.4) 			

Inc/(Dec) Trade accounts payable	 643.1 	 363.4 			

Inc/(Dec) Others payables and provisions	 (10.5) 	  92.0 	  	

Variation in net working capital	 338.7 	  74.6 	  n.a.

Net cash flows from operating activities	 916.7 	  818.5 	  -10.7%

 	     less: Intangible asset and tangible fixed asset additions	 (547.4) 	 (381.2) 	

 	     less: Investments in concession projects	 (136.3) 	 (175.2) 	

 	     less: Long-term investment additions	 (159.9) 	  (101.1) 	  	

Fixed assets additions	 (843.6) 	 (657.5) 	 -22.1% 

Fixed assets disposals	 386.3 	 114.5 	 -70.4%

Cash Flow Statement
Pro forma figures

1.4. CONSOLIDATED CASH FLOW STATEMENT

Net investments amounted to E543 million, 18.8% more than the aggregate net figure for the two companies in 2002.

1.5.1.  CONSTRUCTION

Main aggregates
Pro forma figures

1.5. EARNINGS BY BUSINESS LINE

(Millions of Euros)
		2002	 2003	 Var. 03/02	

Sales	 5,329.7	 5,594.9	 +5.0% 	

Gross operating income	 385.4	 424.3	 +10.1% 		

Margin 	 7.2%	 7.6%	  	

Net operating income	 312.2	 330.9	 +6.0% 	

Margin 	 5.9%	 5.9%	  	

Ordinary income	 320.3	 341.3	 +6.6% 		

Margin 	 6.0%	 6.1%	  	

Net income	 224.5	 214.8	 -4.3% 		

Margin 	 4.2%	 3.8%	  

Breakdown of Investment
Pro forma figures

(Millions of Euros)

	Construction	 83		 83	 (20)	 63 

Industrial services	 75	 41	 116	 (21)	 95 

Services and concessions	 294	 134	 428	 (74)	 354 

Parent Company	 31		 31		 31 	

Total	 483	 175	 658	 (115)	 543

			Projects	 Investments		 Investments

The main regular investment items related to construction machinery and industrial facilities, equipment for environmental 

and port services, and the renewal of the bus fleet.

Also, E175 million were invested in projects, mainly for transport infrastructure concessions, processing and recycling 

plants and wind-powered facilities.

Fixed asset disposals, which totaled E115 million in 2003, related basically to the renewal of the machinery used in the 

Construction business and of the bus fleet at Continental Auto.

			Concession	 Total		 Net		Fixed Assets			 Divestments

1.4.2 Investments and divestments

Total Group investments in 2003 amounted to E658 million, disregarding the purchase of Dragados, the detail being 

as follows:
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At 2003 year-end the construction backlog amounted to over E7.9 billion, a year-on-year increase of 4.3%, equivalent 

to approximately 17 months of production. The order book for Spain, which accounts for nearly 89% of the total, grew 

by almost 7%, whereas the international order book fell by 11%, due mainly to the appreciation of the euro against the 

U.S. dollar.

1.5.2.  INDUSTRIAL SERVICES

Main aggregates
Pro forma figures

(Millions of Euros)
		2002	 2003	 Var. 03/02	

Sales	 2,826.9	 3,069.2	 +8.6% 

Gross operating income	 245.7	 277.6	 +13.0% 	
Margin 	 8.7%	 9.0%	 

Net operating income	 202.5	 227.3	 +12.3% 	

Margin 	 7.2%	 7.4%

Income from ordinary activities	 157.1	 199.0	 +26.7%	

Margin 	 5.6%	 6.5%

Net income	 99.5	 132.0	 +32.6%	

Margin 	 3.5%	 4.3%

Total growth in construction sales was underpinned by the Group’s sound performance in the Spanish market, which increased 

by 10.7%, including most notably the 16.5% rise in building construction (both residential, institutional and commercial), 

as shown in the table below:

(Millions of Euros)
		2002	 2003	 Var. 03/02	

Spanish	 4,645.3 	 5,144.0 	 +10.7% 		

Civil engineering work	 2,764.3 	 2,952.1 	 +6.8% 		

Non-residential building construction	 1,242.6 	 1,430.8 	 +15.1% 		

Residential building construction	 638.4 	 761.1 	 +19.2% 	

Foreign	 684.4 	 450.9 	 -34.1% 

Total	 5,329.7 	 5,594.9 	 +5.0% 

Breakdown by Line of Business
Pro forma figures

Construction activity abroad fell sharply as a result of the downturn in the Latin-American market, the depreciation of the 

U.S. dollar and the sale of Obrecol, the ACS Group’s Portuguese subsidiary, at the end of 2002.

Gross operating income rose by 10.1%, bringing the sales margin to 7.6%. As a result of the increase in the depreciation 

and amortization expense and in operating allowances, net operating income rose by 6% and the sales margin remained 

stable at 5.9%.

The extraordinary provisions recorded for the construction activity abroad and the increase of over 4 percentage points in 

the tax rate prompted net income to fall by 4.3% to E215 million.

Sales, both in Spain and abroad, performed well, with growth of around 9%. Sales abroad in 2003 totaled E937 million, 

which represented 31% of consolidated industrial services sales.

(Millions of Euros)
		2002	 2003	 Var. 03/02	

Distribution networks	 692.0 	 780.6 	 +12.8% 

Energy projects	 569.0 	 728.4 	 +28.0% 

Telecommunications	 367.6 	 301.2 	 -18.1% 

Control systems	 441.7 	 445.9 	 +1.0% 

Industrials systems	 756.6 	 813.2 	 +7.5% 

Total	 2,826.9 	 3,069.2 	 +8.6%

Breakdown by Line of Business 
Pro forma figures

The table above shows the breakdown of sales by activity. The most notable developments in 2003 were as follows:

- The excellent growth (+28%) achieved in energy projects, due to the installation of new electricity generation plants, 

mainly combined-cycle and renewable energy plants, and to the development and construction of off-shore plants, amply 

offset the reduced activity, for the third consecutive year, in the telecommunications business (-18%). Once again in 2003, 

the telecommunications industry was hit by the low level of investment from domestic and international operators.

- The energy distribution network activity experienced sound growth (+13%) owing to the increasing demand from electric 

utilities for network maintenance and extension services. The electric utilities are attempting to increase the quality of 

their services in an environment of rising consumption and, at the same time, to improve the efficiency of their operations.

- Control systems achieved only very moderate growth (+1%), since the good performance of traffic control, which reported 

a two-digit increase, was mitigated by a reduced contribution of the railroad systems business, which was affected by 

the completion of several projects for the installation of high-speed railroad systems.  

- The industrial systems area grew at a rate slightly above that of the economy as a whole, albeit with greater consistency 

in the Spanish market, which accounts for over 66% of its business.

As regards the ACS Group’s operating results, gross operating income increased by 13%, triggering a 30-basis point rise 

in the sales margin to 9.0%. Net operating income also performed well (+12.3%), prompting the sales margin to rise to 

7.4%. The sharp rise in net income, with a year-on-year increase of 32.6%, was due mainly to the substantial decrease 

in financial expenses.

With a backlog of over E3.0 billion (up 10% on 2002) and a sound base of maintenance contracts not included in this 

figure, the outlook for the industrial services business line in the coming years is very promising.



No significant assets were sold in 2003, whereas in 2002 gains of around E43 million were obtained on the sale of 

concessions such as the M-45 sections and Aulesa, which explains the variation in the net income figure.

1.5.4.  OTHER

The contribution of Inmobiliaria Urbis to the ACS Group’s income amounted to E17.4 million, 25% more than in 2002.

Corporate general expenses totaled E38 million, down 27.5% on the figure for 2002. This reduction was the result of the 

increased coordination between ACS and Dragados prior to the merger, which aimed at improving management efficiency 

through an exhaustive cost control.

Prior to the merger, Grupo Dragados S.A. held, both directly and indirectly, 4,255,850 shares of treasury stock amounting to 

E60.1 million. On the date of the merger, the 2,396,253 shares owned directly by it, representing 1.39% of the capital stock 

and with an acquisition cost of E33.3 million, were retired.  

The remaining 1,859,597 indirectly-owned shares of treasury stock were exchanged in the merger for 902,453 new shares 

of ACS, Actividades de Construcción y Servicios, S.A., which represent the balance of indirectly-owned treasury stock at 

2003 year-end.

TREASURY STOCK2

The ACS Group’s strategy focuses on achieving the highest possible degree of customer satisfaction. Technological 

innovation in the development of new products and services is one of the cornerstones of our commitment to provide

RESEARCH AND DEVELOPMENT ACTIVITIES3
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SERVICES

Main aggregates 
Pro forma figures

1.5.3 SERVICES AND CONCESSIONS

(Millions of Euros)
		2002	 2003	 Var. 03/02	

Sales	 1,899.3	 2,157.1	 +13.6% 

Gross operating income	 230.8	 275.2	 +19.2% 	

Margin 	 12.1%	 12.8%	 

Net operating income	 122.6	 142.7	 +16.4% 	

Margin 	 6.5%	 6.6%	 

Income from ordinary activities	 79.8	 90.5	 +13.4% 	

Margin 	 4.2%	 4.2%	 

Net profit	 101.0	 63.7	 -36.9%	

Margin 	 5.3%	 3.0%

All areas of the services business line performed excellently in 2003, in particular port and logistics services, which reported 

growth of over 21%, as shown in the table below:

(Millions of Euros)
		2002	 2003	 Var. 03/02

Environment	 903.2 	 985.5 	 +9.1% 

Port and logistics	 454.4 	 552.1 	 +21.5% 

Passenger transport	 142.1 	 157.4 	 +10.8% 

Integral maintenance	 399.6 	 462.1 	 +15.6% 

Total	 1,899.3 	 2,157.1 	 +13.6%

Breakdown by Line of Business 
Pro forma figures

Services provided abroad, which accounted for 9% of total services, contributed 7.5% to this growth, whereas sales 

in the Spanish market increased by over 14%.

Also worthy of note was the substantial improvement in gross operating income, which grew by 19.2%, bringing the 

sales margin to 12.8%, a 70-basis point increase with respect to 2002. All services activities recorded improved margins 

in 2003. Net operating income rose by 16.4%, leading to a 10-basis point improvement in the sales margin to 6.6%.

The extraordinary gain of approximately E24 million obtained on the sale in 2002 of Redal, the Rabat water and urban 

services company, and the 30% increase in the tax rate applicable to Urbaser were the main reasons underlying the 

37% fall in net income to E64 million in 2003.

At 2003 year-end the environmental services backlog amounted to E7.8 billion, guaranteeing over 6 years of activity. 

The backlog for the other activities, mainly port, logistics and transport services, which totaled E4.6 billion, related to 

the long-term contracts or concessions that were in force at year-end.

TRANSPORT INFRASTRUCTURE CONCESSIONS

Main aggregates 
Pro forma figures

(Millions of Euros)
		2002	 2003	 Var. 03/02	

Sales	 7.1	 3.4	 -51.7% 

Gross operating income	 -6.1	 -7.1	 +16.5% 

Net operating income	 2.7	 -5.7	 -306.6%

Companies accounted for by the equity method	 45.0	 44.8	 -0.6% 

Net gains	 42.7	 10.4	 -75.7% 

Attributable net income	 103.7	 55.2	 -46.7%

The contribution of Abertis to the ACS Group’s income was E38.8 million, 15.4% less than the contribution made in 

2002 by Aurea, which in that year benefited from an exceptionally low tax rate.

The remaining balance (E6 million) of the income from companies accounted for by the equity method was contributed 

by various concessions that have already commenced operations, including Ruta de los Pantanos in Madrid, Rutas del 

Pacífico in Chile, Platinum Corridor in South Africa and the airport concessions.
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an integrated service capable of catering for our customers’ needs. Through the various committees established for this 

purpose, the ACS Group performs, at each of the Group companies, an exhaustive quality control of the products, 

processes and services it offers.

- On January 15, 2004, pursuant to the resolution adopted by the Company’s Board of Directors on December 18, 2003, 

the ACS Group paid its shareholders a gross dividend out of 2003 income of E0.36 per share, equal to 50% of the total 

dividend paid in 2002.

- In connection with the acquisition of a 33.5% holding in Dragados Group, the Company obtained an E832.7 million loan 

granted on a 50/50 basis by Caja Madrid and La Caixa. In order to restructure this debt, on March 9, 2004, the Company 

arranged a long-term syndicated loan of E900 million with several credit institutions. This loan, which matures in 2008 

and 2009, bears interest at a rate tied to Euribor plus a variable spread based on compliance with certain ratios.

SIGNIFICANT EVENTS SUBSEQUENT TO YEAR-END4

The future prospects for the construction industry continue to be very good, despite the fact that certain signs can be detected 

in the data for the last few months that point to a slowdown in the activity of the residential market.

One of the most significant growth factors is the Spanish Government’s National Infrastructures Plan which is valued at 

over E100 billion and aims to improve Spain’s infrastructures over the period from 2000 to 2010. This Plan envisages the 

development of new road networks and the improvement of those already in service, the expansion of the railroad network, 

in particular for high-speed trains, the improvement of the major airports, the modernization of the ports and the performance 

of other projects relating to the communication networks in Spain. The Plan will be backed by private-sector players through 

the promotion of new financing formulas designed to actively involve them in the management of the projects.

Significant headway is once again being made in the Industrial Services industry in Spain. Particularly worthy of note is the 

stability of the more traditional businesses, such as distribution network management or industrial systems, in which the 

large energy utilities are outsourcing an increasing number of high value-added services, enabling them to adjust their costs 

to an improved service offering. Furthermore, an increasingly important role is being played by certain other activities with 

enormous growth potential, such as energy projects and the development of control systems, whereas investments in the 

telecommunications industry remain sluggish, despite certain signs of an upswing.

Within the Services area, the Group has numerous opportunities for expansion:  

- The Environment industry has enormous growth potential for new businesses as a result of increasingly stringent legislation 

and the greater level of concern shown by society. Current industry trends signal an increasing use of technology in waste 

treatment and recycling processes, the development of green business activities, an improved management of water 

resources and the optimization of industrial processes. In the environmental area, the Group has its own highly-competitive 

technology, placing it among the market leaders in the development and management of urban solid waste treatment 

and recycling plants, which currently are the most dynamic business areas.

OUTLOOK FOR 20045

- The ACS Group’s Port and Logistics Services activity is experiencing substantial growth, in particular in container terminals 

abroad and in automobile logistics, areas in which the Group has the leading Mediterranean container company.

- The prospects for Passenger Transport Services (including urban bus transport and urban and suburban light railroad 

networks) are particularly encouraging, all the more so as a result of the current consolidation of road passenger transport 

services.

- The Integral Maintenance area also has a very bright future owing to the increasing outsourcing of services of this kind 

by large companies and the Group’s entry into new areas of activity.

Lastly, in the Concessions area, the ACS Group will continue to carry out the projects already under way and will continue to 

expand, provided its criteria regarding prudence and profitability are strictly adhered to. The areas showing greatest potential 

for expansion are tollroads, transport interchanges, light railways and airports.
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(Millions of Euros)

Net sales	 8,825.1 	 1,908.5 				 10,733.6 		

Operating expenses	 (8,030.3) 	 (1,771.5) 				 (9,801.8) 

Gross operating income	 794.8 	 137.0 				 931,8 		

Depreciation and amortization expense	 (221.2) 	 (61,6) 				 (282.8) 

Net operating income	 573.5 	 75.4 				 649.0 		

Financial income	 (106.3) 	 (9.2) 		 (3.0) 		 (118.5) 		

Companies accounted for by the equity method	 60.8 	 22.4 	 (15.4) 			 67.8 		

Amortization of goodwill	 (54.7) 	 (3.3) 		 (3.0) 		 (60.9) 

Income from ordinary activities	 473.4 	 85.4 	 (15.4) 	 (6.0) 		 537.3 		

Extraordinary income	 (190.0) 	 (7.4) 			 159.0	 (38.5)

Income before taxes	 283.4 	 77.9 	 (15.4) 	 (6.0) 	 159.0	 498.9	

Corporate income tax	 (48.3) 	 (14.9) 		 1.0 	 (47.5)	 (109.7)	

Minority interests	 (5.6) 	 (3.3) 				 (8.9)

Net Income	 229.5 	 59.7 	 (15.4) 	 (5.0) 	 111.5	 380.3

EXHIBIT: RECONCILIATION OF THE STATEMENTS OF INCOME PER BOOKS TO THE PRO FORMA 
STATEMENTS OF INCOME

(1)  Addition of DRC in the operating accounts for the period from January 1 to April 30, 2003
(2)  Elimination of income from companies accounted for by the equity method relating to the DRC holding owned by ACS in the period from
   January 1-April 30, 2003
(3)  Adjustment of financial expenses, goodwill and taxes assuming that ACS owned 33.5% of DRC from January 1, 2003
(4)  Elimination of the extraordinary provision for merger expenses

			            	Pro forma Adjustments		

2003	 DRC	 Elim. EqA. DRC	 Fin. Exp.+	 Elim. Prov. for 	 2003 			
Account	 Jan.-April(1)	 Jan.-April(2)	 Goodwill(3)	 Ext. Merger(4)	 Pro forma2003

(Millions of Euros)

Net sales	 4,420.2 	 5,541.9 				 9,962.1 		

Operating expenses	 (4,009.2) 	 (5,149.8) 				 (9,159.1) 	

Gross operating income	 410.9 	 392.1 				 803.1 		

Depreciation and amortization expense	 (105.6) 	 (120.8) 				 (226.4) 	

Net operating income	 305.3 	 271.3 				 576.6 		

Financial income	 (64.1) 	 (43.9) 			 (20.6) 	 (128.6) 		

Companies accounted for by the equity method	 47.0 	 66.1 	 (15.3) 	 (42.5) 		 55.3 		

Amortization of goodwill	 (29.2) 	 (11.1) 			 (19.6) 	 (59.9) 	

Income from ordinary activities	 259.0 	 282.4 		 (42.5) 	 (40.2) 	 443.4 		

Extraordinary income	 (8.6) 	 (42.6) 				 (51.1) 	

Income before taxes	 250.4 	 239.9 		 (42.5) 	 (40.2) 	 392.3 		

Corporate income tax	 (68.4) 	 (16.2) 	 15.3 		 7.2 	 (62.1) 		

Minority interests	 (0.7) 	 (3.2) 				 (3.8) 	

Net Income	 181.4 	 220.5 	  	 (42.5) 	 (33,0) 	 326.4 

(1) 2002 ACS operating account					
(2) 2002 DRC operating account				
(3) Adjustments to standardize income from companies accounted for the equity method relating to DRC and record this income net of taxes	
(4) Elimination of income from companies accounted for by the equity method relating to DRC holdings owned by ACS in 2002			
(5) Adjusments of financial expenses, goodwill and taxes assuming that ACS owned 33.5% of DRC from January 1, 2002

			            	Pro forma Adjustments		

2002	 DRC	 Tax adjust.	 Elimination	 Fin. Exp. + 	 2002		
Account(1)	 Jan.-Dec.(2)	 DRC(3)	 EqA. DRC(4)	 Goodwill(5)	 Pro forma2002

3.1. Management Report of the Consolidated Group


