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The year in brief

Accident-free working
environment

A safe working environment with
accident-free job sites for both
employees and subcontractors is
a top priority at Skanska. Safety
work is mainly local, but the
Group has established a health
and safety strategy where the
vision is an accident-free working
environment.

BOT paves the way In-service ethics training

The construction of Norway's first high- During 2003 and onward, more
way project with alternative financing than 10,000 employees in Sweden
began in 2003. Skanska’s largest-ever are being trained about Skanska’s
Norwegian highway contract includes values and how they apply to every-
design, construction and operation. day business ethics. Similar training
Skanska is also part of the owner courses related to the Company’s
consortium. Code of Conduct are now under-
way in many parts of Skanska.
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Atrain to the plane B I - —_—

The JFK AirTrain - a new high-speed ’ oL
light rail link to John F. Kennedy Airport . \
in New York City — has now opened for \
service. Skanska was responsible for
designing and building the elevated
railroad including tracks and stations,
a contract worth SEK 7.1 billion.

[ Net sales 132,879

| Operating income 4,532 497

F Income after financial items 4072 446
I Netincome per share, SEK/EUR A 6.60 072 |
1r Return on shareholders’ equity, % 19.5 195
[ Return on capital employed, % 171 171
[ Order bookings 121,128 13,282
| Order backlog T 116,401 12,834 |

B Netsales in 2003 amounted to SEK 133 billion.

® During the year, the Group sold commercial properties worth SEK 7.6 billion, with capital gains
totaling SEK 2.4 billion. Skanska’s largest-ever property transaction was completed when City-
Cronan in central Stockholm was divested for SEK 2.3 billion, with a gain of SEK 1.1 billion.

® The Group's operating income amounted to SEK 4.5 billion. For the full year, the Group reported
a net profit of SEK 2.8 billion. Net profit per share was SEK 6.60. The Board of Directors proposes
a regular dividend of SEK 3.00 for 2003.

® During the year, Skanska intensified its work with the Code of Conduct. In addition to extensive
training in business ethics and related topics, the Group also established a new job health and
safety strategy.




Sazka ice hockey arena, Prague, Czech Republic

s to building
iness stream a

Residential Project This business stream develops residential projects for immediate sale. Housing units are tailored for

Development selected customer categories. The construction assignments are carried out by Skanska’s construc-
tion units in each respective market. Skanska is one of the largest residential developers in the Nordic
countries and also has a sizable presence in Prague (Czech Republic) and St. Petersburg (Russia).

BOT BOT (Build Operate Transfer) specializes in identifying, developing and investing in privately financed
infrastructure projects such as roads, hospitals and power generation plants. Its operations focus on
creating new potential for projects in markets where Skanska has construction units.
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Skanska in brief

M Skanska is one of the world's leading companies
in construction-related services and project
development.

M Skanska's 2003 sales were SEK 133 billion.

W Operations take place in eleven “home markets”.

W Skanska has 70,000 employees.

Highbridge Yard rail car service facility, New York City, U.S.A.

Business streams

Skanska’s operations focus mainly on eleven home markets. It has construction businesses in all these markets. In the Nordic countries as well as in Poland
and the Czech Republic, the Group also performs residential project development. In addition, Skanska has certain operations in other countries. Commercial
project development is performed by specialized units in Sweden, Poland, the Czech Republic and Hungary. BOT operations focus on Skanska’s home markets.
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Comments by the President and CEO
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Today we have a stronger financial position, better focus and control.
Our ambition is to improve the implementation of our projects.

2003 IN REVIEW

The year 2003 was one of progress in implementing the strat-
egy established in late 2002. We had some bumps in the road,
but we also had some noteworthy success.

The most important accomplishment was the strength-
ening of our balance sheet. A strong financial position is a
critical success factor in the construction and project develop-
ment industry. We are in a much better position now, having
eliminated the net debt of SEK 9,376 M
we had at the beginning of 2003. At year-end, we instead
had a net cash position of SEK 150 M. Net debt to equity now
stands at 0.0, well within the target for year-end 2004, We
also took steps that will help us meet the financial targets
set forth for each of the business streams. We exited certain
businesses and divested assets in others that were no lon-
ger in line with our strategic direction, thus sharpening our
focus. This process will continue in 2004. During the year we
reduced overhead in the business units and the corporate
center in response to market conditions.

Margins in construction and services were impacted by
lower earnings in the U.S. and disappointing results in the

2 Comments by the President and CEQ - Skanska Annual Report 2003

U.K. and in Russia. But construction operations in the Nordic
region, led by the Sweden business unit, improved. In Central
Europe, Skanska CZ (Czech Republic) continued to earn high
margins. Skanska Poland showed a profit, indicating the turn-
around there is succeeding. Once again, operations in Latin
America showed good results in a very chatlenging environ-
ment.

POSITIVE TREND
In 2003 we created a business stream for residential develop-
ment. The separation from construction enables this busi-
ness to focus on land acquisition; product development,
marketing and customer care while the construction units are
responsible for the building process only. Sales and results
were strong in the Czech Republic and Finland. In Sweden
the slowdown in the high-end market hampered results and
in Poland the market is still depressed. During the year we
took steps to reduce exposure to the high-end markets, which
should enhance return on capital employed going forward.
Results in the commercial development business stream
were very strong as we sold SEK 7.6 billion worth of devel




opment properties at a gain of SEK 2.4 billion. This again
validates our ability to create value in the development of
commercial property. Nearly all the sales were of properties
developed during the last five years, which indicates an effi-
cient use of the capital employed in this operation.

BOT EXPANDING

The BOT business stream continued to expand in 2003.

This operation is stitl maturing with only three projects in
operation and eight projects under construction. During

the year we began two new PFI hospital projects in the

U.K. requiring about SEK 240 M investment from BOT

and providing in excess of SEK 9 billion in work for our
construction operations. We also were selected as preferred
bidder on another hospital project with a construction value
that may reach SEK 13 billion.

Skanska is one of a few companies in the world with the
combination of skills and financial strength to take on BOT
projects. I am convinced that our skill in developing, con-
structing financing and managing operations of complex
infrastructure projects will be very valuable in other Skanska
markets as well. For example, we were pleased to be awarded
the first BOT project in Norway, our largest highway project
ever in Norway.

One of our important tasks in 2003 was to continue imple-
menting the Code of Conduct. The first program was under-
taken in Sweden where some 2,500 managers were trained.
The process of training is now underway throughout Skanska.

In summary, we ended the year in a stronger financial posi-
tion, more focused and with better control than we started.

LOOKING FORWARD

We are hopeful of continued economic recovery in our mar-
kets during 2004, which should translate into improved order
bookings and sales in 2005.

Our objective in 2004 is to stick with our strategy
established in 2002. We want to continue to improve
performance, particularly in construction and residential
development, while retaining a strong financial position.
Margins, return on capital employed and cash flow are
the focus of our managers at both the Group and business
unit level. Future growth will come with better economic
conditions in our home markets.

FOCUS ON LEADERSHIP

Continued improvement is based on talent management,
risk management and customer focus. Developing capable
project personnel as well as future leaders is given high
priority. Senior management devotes a great deal of time
to evaluating our managers and matching skills with job
requirements.

Controlling risk is fundamental in construction and project
development. We have effective processes in place for expos-
ing and mitigating risk. But it takes good people to execute,
thus the importance of leadership development. Also embed-
ded in risk management is our drive to be a leader in safety,
environmental responsibility and business ethics. All of these
qualities reduce risk and enhance the Skanska brand.

Finally, we continue to strive to better serve the needs
of our customers. Customer satisfaction begins with per-
formance, which in turn leads to good relationships, repeat
business and profitability. Our ambition is also to increase our
value to the customer by providing more services. This is why
our skills in design/build, BOT, project development and facili-
ties services are so important. As the demands of customers
change we want Skanska to be their first choice.

Stockholm, March 2004

STUART E. GRAHAM
President and CEQ

Skanska Annual Report 2003 - Comments by the President and CEO 3



Mission, vision and goals

Skanska shall be the leading and most profitable company in construction, project devel-
opment and facilities management in selected home markets. Its projects, which are the
core of its operations, generate customer and shareholder value.

Mission
Skanska‘s mission is to
develop, build and maintain

the physical environment for
living, traveling and working.

Asker Cultural Center, Asker, Norway

Skanska’s overall goal is to generate
customer and shareholder value in well-
implemented and profitable projects.

These projects are the core of the Com-
pany’s operations and their implementation
is crucial to both profitability and customer
satisfaction.

= To be number 1 or 2 in terms of size and
profitability in all the home markets of
its construction business units.

= To be the leading project developer
in selected countries-and in selected

product.areas such as residential, '
office, retail and selected types of BOT

projects.

= To have.a value-enhancing facilities
management business.

Skanska shall

¢ Be number 1 or 2 in terms of size and
profitability in each home market

e Be the leading project developer in selected
countries and specific product areas

¢ Have a value-enhancing facilities manage-
ment business

4  Mission, vision and goals - Skanska Annual Report 2003

Vision

Skanska shall be a waorld leader
- the customers first choice - in

caonstruction-related services

and project devetopment.

R

Charles M. Poletti Generating Statian, New York Cit

Being a market leader provides competitive
advantages. It improves the chances of win-
ning large, complex projects and contracts
for major international customers.




The Company’s capabilities are best
utilized in large, complex projects
where quality, comprehensive
solutions and life-cycle costs are
more important than price.

More secure margins

Skanska earns the largest return from com-
plicated projects — in terms of payment for
risk-taking, more secure margins and repeat
customers. In addition, only a few com-
panies can compete for these demanding
contracts.

The Company’s capabilities are best
utilized in large, complex projects where
quality, comprehensive solutions and life-
cycle costs are more important than price.
Skanska can offer customers its collective
knowledge and services throughout the
value chain — from concept and design to
construction and services. The larger and
more far-reaching Skanska’s responsibil-
ity is, the more favorable is the potential
for optimizing processes and solutions in
projects. This is a very important factor in
achieving efficiency in design and construc-
tion as well as operation and maintenance.

Well-defined markets

In Commercial Project Development,
Skanska focuses on well-defined markets

- Stockholm, Gothenburg, the Oresund
region, Budapest, Warsaw and Prague —
and product areas, mainly such commercial
space as offices as well as shopping and
logistics centers.

Skanska’s BOT and Services (facilities
management) business should take advan-
tage of Group know-how and financial
strength to expand in markets where
Skanska has construction operations.

Skanska’s business streams have vary-
ing capital requirements, but overall capital
employed should not be larger than neces-
sary to pursue its operations according to
the agreed strategy. An established operating
margin target serves as a management tool
and a yardstick of efficiency in Construction
and Services. Project development work is
measured against targeted return on capital
employed.

Sound, sustainable operations
Skanska’s operations must be sound and
sustainable in the long term. The Group is
responsible for ensuring that all operations
comply with laws and regulations, while

respecting human rights and meeting envi-
ronmental and health and safety standards.
Skanska may choose to abstain from assign-
ments that might jeopardize these values in
any way.

Along-term approach should also be
reflected in the way Skanska works with
its customers. Achieving mutually value-
generating customer relationships requires
confidence and trust. This is built up through

U.S. Route 50, Colorado, U.S.A

well-implemented projects and cooperation,
characterized by flexibility and openness

to new ideas. Issues that arise should be
resolved by consensus. This also applies to
Skanska’s relations with its employees, public
agencies and other organizations.

Skanska Annual Report 2003 - Mission, vision and goals 5




Organization

Skanska is a global Group that operates in selected local "home markets”, currently eleven in
number. In order to benefit optimally from its collective global competence and its local roots,
Skanska has established a strategy of being both a decentralized and an integrated Group.

The Group’s organizational structure is
based on understanding that all construc-
tion is local. Knowledge of local rules and
conditions is a prerequisite for success. In
addition the work force, subcontractors and
customers are often local. For these reasons,
operational responsibility is decentralized
to Skanska’s local business units in its home
markets.

At the same time, these business units
are integrated under the Skanska brand by
common values, management and control
functions. In order to support its strategic
focus on selected home markets, Skanska
takes initiatives to strengthen and improve
the expertise and competitiveness of its local
units. Overall, Skanska’s brand, financial
strength and collective competence add
value to these business units.

Safeguarding the brand

Examples of common management tools
initiated to increase and safeguard the value
of the brand and the Group’s financial
strength are the Code of Conduct ~ which
covers such areas as ethics, environment
and employee relations ~ programs for
evaluating managers and structured
processes of risk analysis and approval.

Group staff units

Senior Executive Team and

Group staff units

The Skanska Group’s top management
body, the Senior Executive Team, has overall
responsibility for directing the business units
and implementing guidelines and strate-
gies established by the Board of Directors.
The Senior Executive Team includes the
President and Chief Executive Officer, the
Chief Financial Officer and three Executive
Vice Presidents, each with responsibility for
a number of business units as well as one or
more staff units. The Senior Vice President
Human Resources is also a member of the
Senior Executive Team.

The Senior Executive Team focuses on
strategic matters — the earnings of the busi-
ness units, recruitment and talent manage-
ment of leading individual, capital allocation
and risk management. One of its high-prior-
ity tasks is to create the conditions for value-
generating transfers of experience between
business units.

The Group staff units are Communi-
cations, Controlling, Corporate Finance,
Human Resources, Information Technology,
Investor Relations, Legal Affairs, Reporting
and Sustainability. The Group’s service unit
Skanska Financial Services is responsible for

Senior Executive Team

financial asset management as well as for
company and project funding.

During 2003 the American residential
project development business unit was
divested. In addition, Skanska divested or
discontinued its small construction opera-
tions in Latvia, Lithuania and Hungary.

Changes in 2004
At the beginning of 2004, Skanska’s Russian
operations, concentrated in Moscow and
St. Petersburg, were transferred from the
Finnish-based Skanska Oy business unit to
the Skanska International business unit. The
same applies to the Skanska Cementation
India, Skanska Cementation Mining and
Skanska Whessoe units, which were moved
from Skanska UK to Skanska International.
During the year, the Latin American
business unit was renamed Skanska Latin
America (formerly Sade Skanska). Beginning
in 2004 the Norwegian business unit is
operating under the name Skanska Norway
(formerly Selmer Skanska).

Skanska Financial Services

Skanska Sweden

Skanska Norway'

Skanska International

Skanska Services

Skanska

Skanska

Project Development Sweden

Project Development Europe

Skanska BOT

Skanska's 15 business units, depicted above in gray, are active in four different business streams. Five of the Business Units have operations in both
Construction and Services and Residentiat Project Development.

6 Organization - Skanska Annual Report 2003



Financial targets and their fulfillment

Late in 2002, Skanska’s Board of Directors
established financial targets for the Group’s
four business streams and for the Group as a
whole. Increased operational efficiency and
more efficient use of capital are key concepts
in running and evaluating the operations.

Increase the operational efficiency

¢ Improve the evaluation and pricing of risks
in the tender stage

 Raise productivity at the project level

¢ Reduce selling and administrative expenses
as a percentage of revenues

Increase the capital efficiency

e Reduce capital employed in completed
commercial properties

o Increase the turnover rate in commercial
and residential project development

o Practice strict allocation of capital based
on risk level and return

Targets for the Group’s capital allocation
among the four business streams at the end
of 2004 were also established in December
2002. Likewise, targets for the capital struc-
ture by business stream, i.e. funding of capi-
tal employed from shareholders’ equity and
interest-bearing debt, were established.

Skanska estimated that the overall capital
employed by the Group could be reduced to
SEK 30 billion, while providing a sufficiently
large capital base to retain — or in some cases
increase — business volume.

Beyond this, capital could be freed up
by means of divestments or cutbacks in
businesses and operations that, in the long
run, were not expected to live up to the
Group’s strategy and return targets.

Operating margin

In 2003, the operating margin in Construc-
tion amounted to 1.4 percent. The objective
is that this operating margin shall exceed
2.5 percent.

Operating margin is an important yard-
stick of efficiency in Construction and Ser-
vices. The optimal level may vary, depending
on the market and what type of business is
being carried out. Each unit has set a target
for this. The consolidated operating margin
may vary over time, depending on the allo-
cation between civil and building construc-
tion, respectively.

Operating margin is a meaningful yard-
stick only in Construction and Services. For
Project Development and BOT, return on
capital employed is the relevant performance
measurement.

Return on capital employed

The objective of Construction and Services
is to achieve a return on capital employed
of at least 25 percent and have a capital
turnover rate of at least 10.

The objective of Residential Project
Development is a return on capital
employed of at least 14 percent.

The corresponding objective for
Commercial Project Development is at least
15 percent. This target also includes annual
changes in the value of the completed
property portfolio and accrued development
gain.

Average return on capital in BOT shall be
16 percent. This refers to return, including
annual permanent change in value, on the
capital invested by Skanska, i.e. shareholders’
equity and subordinated debt. The return is

Financial targets and their fulfillment by business stream

an overall figure for the current project port-
folio, in which British PFI projects produce
a lower return. Because the British govern-
ment guarantees the operating revenues, the
risk profile in these projects is more limited
than for those concessions where compensa-
tion is based on the degree of utilization.

Capital structure

The Group’s capital structure — the allo-
cation between shareholders’ equity and
interest-bearing liabilities — is a function

of capital allocation to various businesses
and their debt capacity. Skanska must have
a very good financial position that meets
the requirements of the credit, performance
bonding and stock markets. As the Group
divests assets and businesses, its mortgage-
able assets and indebtedness will decrease
and cash flow can be used to reduce debt. In
order for the Skanska Group to be regarded
as having a good financial position, net debt
as a ratio of visible shareholders’ equity (the
debt/equity ratio) should be in the 0.1-0.3
range. This should be viewed in light of the
ambition to have a credit rating of BBB+/
BBB. Today Skanska has not applied for an
official credit rating.

Construction and

Residential Project

Commercial Project

Services Development Development BOT Group

Target 2003 Target 2003 Target 2003 Jarget 2003 Target 2003

Capitalemployed SEKbn 160" _ 95 30 2% 8095 30 12 300 245
Return on capitat employed, %? 25 16 14 8 - 25 - 4 - 17
Return on capital employed, %> 25 16 14 8 15 6 16 10 6 9
Operating margin, % >2.5 1.4 - - - - - - - )
Debt/equity ratio - - o 0.1-0.3 0.0
Return on equity, % - - - - - - - - 16 20

1 Including SEK 1 billion in Services
2 In accordance with the financial statements

3 In accordance with the definition of financial targets, including change of value in commercial properties and BOT portfolio
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Business streams

Construction and Services

Construction and Services is Skanska’s largest business stream. Construc-
tion refers to building construction (both non-residential and residential)
and civil construction. The business stream also includes Skanska Services,
which specializes in facilities management.

Residential Project Development

This business stream develops residential projects for immediate sale.
Housing units are tailored for selected customer categories. The con-
struction assignments are carried out by Skanska’s construction units in
each respective market. Skanska is one of the largest residential devel-
opers in the Nordic countries and also has a sizable presence in Prague
{Czech Republic) and St. Petersburg (Russia).

SEK M Change 2003 2002
Net sales -11% 121,602 136,361
Operating income 173% 1,685 618
Capital employed -30% 9,529 13,540
Operating cash flow 81% 3,301 1,821
SEKM Change 2003 2002
Net sales -14% 6,334 7,333
Operating income -21% 298 377
Capital employed -41% 2,931 4,977
Operating cash flow -38% 970 1,562

Commercial Project Development

The business stream initiates, develops, leases and divests commercial prop- SEK M Change 2003 2002
erty projects. Its project development operations focus on office buildings, Net sales 300% 8,861 2,214
shopping centers gnd logistics proper’ues in the”Swedlsh cities of Stockholm Operating income 192% 3.061 1.049
and Gothenburg, in the Oresund region (Malmd, Sweden-Copenhagen, , -
Denmark), Warsaw (Potand), Prague (Czech Republic) and Budapest Capital employed ~27% 9,459 13,039
(Hungary). It works through two companies: Skanska Project Development Operating cash flow 710% 7,110 878
Sweden and Skanska Project Development Europe.
BOT
BOT (Build Operate Transfer) specializes in identifying, devetoping and SEK M MSEK 2003 2002
investing in privately financed infrastructure projects such as roads, Net sales 129% 87 38
hospitals an'd power genergtlon plants. Its operations focus on creétmg Operating income na >7 T
new potential for projects in markets where Skanska has construction
units. Capital employed 19% 1,243 1,044
. The largest global construction Operating cash flow n.a. -172 -617
Skanska's home markets companies!
Total sales 2002
GDP/ Construction/ Construction,
usD Capita Capita % of GDP Company Country UsD bn
) vind F ‘ R i
United States 38255 3219 84 inci rance 16.6 1 Consohdated
Sweden 31,636 3,145 9.9 Bouygues France 15.2
United Kingdom 29,833 2,278 8.0 Skanska AB Sweden 14.0
; " SEK M Change 2003 2002
Norway 48,258 3,777 7.8 Hochtief AG Germany 12.0
(9
Finland 30,960 3,282 106  Bechtel  UnitedStates 97  MNetsales 6% 132879 142,033
Czech Republic 8,246 801 107 Fluor Corp, United States 7.8 Operating income 362% 4,532 981
Denmark 39,064 4,212 11.2 Centex, Dallas United States 7.1 Capital employed -23% 24,460 31,640
Poland 5,253 372 7.1 Eh"f)a State CCOF‘SY- i s Operating cash flow 253% 11,317 3,206
Hong Kong 20,973 1,085 438 naneering totp. Shna 4
Argentina 13,014 651 5.0 Grupo Dragados, _ Spain 62
- China Railway
India 48 3 5.2 Engineering Corp. China 5.7

Sources: Swedish Construction Federation, United Nations, Swedish

: C 1 Excluding Japanese construction companies
Institute of International Affairs

Source: Engineering News Record
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Construction and Services

Construction and Services is Skanska’s largest business stream. It includes building and civil
construction, as well as services related to the operation and maintenance of properties.
Non-residential building construction accounts for 56 percent, civil construction 35 percent,
residential construction 5 percent and service 4 percent of order backlog for the business stream.

Swiss Re office building, London, United Kingdom

SEKM Change 2003 2002
Net sales -11% 121,602 136,361
Operating income 173% 1,685 618
Operating margin, % 0.9 14 0.5
Capital employed -30% 9,529 13,540
Return on capital employed, %! 2.5 16.3 13.8
Operating cash flow 81% 3,301 1,821
Order bookings -9% 120,562 132,889
Order backlog -14% 116,303 135,079

I

: 1 Calcutated on the basis of operating income before lump-sum writedown of acquisition goodwill and tangible fixed assets.

Order backlog, SEK 116 bn [

Duration

Operation

B Construction B Civit construction, 35%

in 2004 62%

Construction
2005- 38%

Building construction, 56%

Residential construction, 5%

"7 Services, 4%

Construction includes non-residential build-
ing and civil construction, as well as residen-
tial construction (development of residential
projects is done in the business stream
Residential Project Development). Non-resi-
dential building construction is traditionally
characterized by high capital turnover, lim-
ited capital employed and low margins.

Civil construction consists primarily of
infrastructure projects. These projects are
usually ongoing for a longer period, have a
different risk profile and are more capital-
intensive. This justifies a somewhat higher
margin.

Broad array of value-adding services
By offering value-adding services and know-
how, Skanska achieves higher margins. Both
in non-residential building and civil con-
struction, there is an increasing proportion
of design-build contracts, in which Skanska
is responsible for both design and imple-
mentation.

Because of its global presence, Skanska
can follow key customers that operate in
more than one of its home markets, such as
IKEA and Pfizer.

As needed, Skanska Financial Services
can assist the customer in arranging

the financing. Through the operations
of Skanska Services units, contracting
assignments in the Nordic countries can
also be extended to cover operation and
maintenance of completed projects.

The business of Skanska Services, known
as facilities management (FM), is a matter of
developing and delivering services that com-
panies and the public sector need to back up
their core operations. This includes a broad
spectrum of services related to workplace,
property and production-related support
and maintenance. Aside from assuming
responsibility for these services, the mission
includes improving its services and system-
atically reducing costs to the customer.

Companies often lack the resources to
manage and improve their internal FM
operations, since their focus is on core oper-
ations. Skanska Services — which specializes
in developing FM solutions ~ has well-tested
working methods, customized support sys-
tems and large purchasing volume, creating
creates efficiencies and synergies that benefit
the customer.

Transfers of expertise

The Skanska Group’s collective expertise

is also utilized across national boundaries
and between different business units. For
example, Nordic employees with experience
from major bridge projects are participating
in Skanska’s Cooper River bridge project in
South Carolina. By taking advantage of spe-
cial expertise at Skanska UK, Skanska Poland
was able to land a contract to build Zlote
Tarasy, Poland’s largest building construction
project.

A higher degree of industrialization and
standardization are other steps for improv-
ing profitability. Skanska’s Nordic and Cen-
tral European business units are also work-
ing together to achieve economies of scale
through coordinated purchasing.

Construction and Services account for
about 90 percent of the Group’s total sales
and 40 percent of capital employed.
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Markets

Sweden Norway Denmark

SEKM Change 2003 2002 SEKM Change 2003 2002 SEKM Change 2003 2002

Net sales -2% 23,680 24,092 Net sales 2% 8223 8,040 Net sales B -23% 3,430 4,462
Operating income 13% 495 437 Operating income ___na 25 -16 Operating income na.  -37 232
Capital employed -47% 1,027 1,946 Capitalemployed T 237% 17772843 Capitalemployed  -75% 56 225
Return on Return on Return on

capital employed, % 25.3 36.6 11.3 capitalemployed, % 2.5 2.8 03 capitalemployed, % n.a. 69.6 -484
Order bookings -7% 22694 24352 Order bookings 4% 9165 8812  Orderbookings -17% 3,608 4,341
Order backlog -5% 13,797 14,535 Order backlog 7% 5690 6,116 Order backlog 4% 1999 1761

Operations focus on construction of com-
mercial and residential buildings as well as
infrastructure. During 2003, the market was
characterized by weak demand, especially
for commercial space in Stockholm and
Gothenburg.

An assignment worth SEK 1.3 billion to
build part of the Botniabanan railroad in
northern Sweden was the largest new con-
tract of the year.

Skanska Sweden adapted its organization
to the shrinking market by means of restruc-
turing and employee cutbacks.

During 2004, the Swedish construction
market is expected to remain weak, espe-
cially the commercial space market. The
government’s infrastructure programs may
soften the downturn in the near future.

Operations focus on construction of com-
mercial and residential buildings as well as
infrastructure, During 2003, the market was
characterized by weak demand, especially for
commercial space in Oslo.

Work began on Norway’s first alterna-
tively financed highway project. The con-
tract, worth SEK 1.6 billion, is Skanska’s
largest-ever Norwegian highway assignment.
The organizational structure was adapted to
the weak market. Operations are now being
gathered under the Skanska Norway brand.

The construction market is expected to
remain stable during 2004, and some early
signs of economic recovery are already dis-
cernible.

Operations focus on construction of com-
mercial and residential buildings as well as
infrastructure. The market for commercial
space weakened further during 2003.

Efforts to adapt the organization to a
lower level of activity continued. The num-
ber of white-collar employees was halved
during the past two years. Asphalt opera-
tions were transferred to Skanska Sweden.
The number of loss-making projects was
reduced, but earnings were pulled down by
some old, still uncompleted projects.

The market will remain weak during
2004.

Poland

Clarion Hotel built on air
Stockholm’s newest and largest hotel
was built on air ~ over a major traffic
artery. The nine-story hotel rests on a
deck above the Soderleden highway.
The 26,000 sq. m (280,000 sq. ft.)
Clarion Hotel Stockholm on Ringvagen
on the city's south side has 532 hotel
rooms, a banquet hall, 13 conference
rooms, seven group rooems, two bars, a
restaurant and a Relax area. The con-
tract value was SEK 45C M.

7

Swiss Re new landmark in London
The silhouette of London has changed.
That rounded tower rising 180 m {591
ft.} into the sky is the new headquar-
ters of reinsurance company Swiss Re.
Located at 30, St. Mary's Axe, the build-
ing is Skanska’s largest project to date
in the City of London. The contract

was worth SEK 1.8 billion. The 40-story
glass-covered skyscraper is supported
by a 11,000 metric ton steel frame.

The Golden Terraces

In the heart of Warsaw, near the Palace of Cul-
ture and Central Station, the Golden Terraces

— Zlote Tarasy ~ are now emerging. This is the
largest ongoing building project in Poland and
one of the largest in Europe. The new shopping,
entertainment, office and parking complex,
about 226,000 sq. m (2.43 million sq. ft) in size,
opens late in 2005. its design is futuristic, with
a bitlowing 10,000 sq. m glass roof as its most
spectacular feature. The contract is worth more
than SEK 1.8 bitlion. The client is the Dutch ING
Group.
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Finland och Eastern Europe United Kingdom Poland

SEKM Change 2003 2002 SEKM Change 2003 2002 SEKM Change 2003 2002
Net sales 0% 8923 8901 Net sales -11% 14,167 15,993 Net sales -25% 3,546 4,754
Operating income n.a. -5 -52 Operating income n.a. -14 240 Operating income na. %  -107
Capital employed _-43% 739 1,287 Capital employed -73% 528 1,930 Capital employed -51% 421 865
Return on Return on Return on

capital employed, % 2.1 0.0 -2.1 capital employed, % -12.6 58 184 capital employed, % na. 130 48
Order bookings 7% 9873 9,193 Order bookings -16% 13,209 15,637 Qrder bookings -37% 3,144 5,003
Order backlog 11% 6,202 5,564 Qrder backlog -12% 16,212 18,417 Order backlog -30% 2,730 3,917

Operations focus on construction of com-
mercial and residential buildings as well
as infrastructure. The Finnish market was
weak, while the Estonian market showed
strong growth.

The largest new contract in Finland dur-
ing 2003 was Sello Shopping Center, worth
SEK 1.4 billion, of which Skanska has half.

The Finnish commercial space mar-
ket will remain weak in 2004. The civil
construction market may improve due to
government spending on nuclear power.
The Estonian market is projected to develop
favorably, driven by EU accession in May.
Effective from 2004, Russian operations have
been transferred to the Skanska Interna-
tional business unit.

Ready for Hockey World Cup

The 2004 World Cup of Hockey will be decided
at a new Skanska-built arena in Prague. Sazka
Arena is the Czech Republic’s [argest construc-
tion project. And one of the fastest. In 16
months, the 140,000 sq. m (1.5 million sq. ft.)
arena was built. it features a 135 m (443 ft.)
roof span and 38 m (125 ft.) of free space above
the ice. [t accommodates 17,900 hockey fans,
including VIP skyboxes, and has four restau-
rants. Next 10 the main arena is a training facil-
ity. After the Hockey World Cup - its opening
event - about 200 arrangements, concerts and
shows a year are planned.

Operations focus mainly on construction of
public buildings for hospitals, government
agencies and others, as well as infrastructure
and installation projects.

The private finance initiative (PFI) sector
continues its strong growth. For example,
Skanska began work on a major hospital
project in Derby. A preferred bidder agree-
ment was also signed for major upgrades of
two London hospitals, which may become
Skanska’s largest single construction proj-
ect to date. During 2003, the new Swiss Re
headquarters building was completed; the
180 m (591 ft.) tower is a new London land-
mark. The largest new civil contract of the
year, worth SEK 1 billion, was for expansion
of a gasworks.

The British construction market is not
expected to grow during 2004.

For artificial intelligence

The Ray & Maria Stata Center at the
prestigious Massachusetts Institute of
Technology (MIT), in Cambridge, MA,
is being built right now by Skanska.
The new 66,000 sq. m (713,000 sq. ft.)
structure, designed by Gehry Partners,
will house the computer science labo-
ratory in the Witliam H. Gates Tower.
The center also contain the Artificial
Intelligence Lab and the Laboratory for
Decision System as well as the Depart-
ment of Linguistics and Philosophy.

Operations focus on commercial building
construction and infrastructure. During
2003, the market remained weak but the
decline of the preceeding years slowed.

Efforts continued to adapt operations
and the organizational structure to the
weak market, among other things through
employee cutbacks. Operations were gath-
ered under the Skanska Poland brand, and
discontinuation of non-core businesses
continued.

There are certain signs of improvement
in the commercial space market in 2004,
but civil construction is expected to remain
stable. EU accession is not expected to have
an immediate impact during the year.

A

Environmentally sound transit terminal
The modernization of the St. George Ferry Ter-
minal on Staten island, New York, is underway
with the least possible disruption to 80,000 daily
passengers between Staten Island and lower
Manhattan. The entire 18,000 sq. m (190,000
sq. ft.) facility is being upgraded into America’s
first LEED-certified intermodal transit center,
featuring energy-saving and other “green”
technologies. A 12-meter (40 ft.) high glass wall
facing New York harbor ensure a light, spacious
atmosphere. The terminal will also house offices
and stores,
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Czech Republic USA Civil USA Building

SEK M Change 2003 2002 SEK M Change 2003 2002 SEK M Change 2003 2002
Net sales 12% 7,654 6 831 Net sales‘ o 15% 15,‘221 ) 13,2_93 Net sales -29% 30,240 42,730
Operating income 5% 340 325 Operating income -39% 522 856 Operating income 11 539
Capital employed 9% 1,508 1386  Capitalemployed 6% 1663 1765  Capitalemployed 404 718
Return on B Return on Return on

capital employed, % 1.8 20.2 18.4 capital employed, % -38.9 310 ¢ 699 capital employed, % -66.7 43 710
Order bookings -9% 8,816 9,671 Order bookings -15% 12,567 14,791 Order bqgklr_r_gs -9% 32,178 35,260
Order backlog ~12% 7,426 8,467 Order backlog -22% 17,405 22,252 Order backlog -16% 38,055 45,490

Operations focus on construction of com-
mercial and residential buildings as well as
infrastructure. The market continued to
show strong demand, both in the building
and civil construction sectors,

Expansion of Prague’s international
airport; a new headquarters for the largest
Czech bank, CSOB; and the Sazka ice hockey
arena were the three largest new contracts in
2003. Expertise in underground construc-
tion was strengthened by acquisition of a
Slovakian specialist company.

The Czech and Slovakian markets are
expected to continue their positive growth,
among other things supported by the two
countries’ EU accession.

“Services _

Skanska'’s facilities management unit

has begun its first major service contract

with the Swedish public sector, deliver-
i ing a package of services to hospitals
©in Norrképing, Linkdping and Fin-
spang. The four-year contract with the
Ostergdtland County Council is worth
SEK 500 M. Skanska's responsibilities
include cleaning, security, kitchens and
restaurants, repro and a central depot:
I in other words, almost every service
except actual medical care.

J‘ Every service except medical care

Operations focus on construction of trans-
portation infrastructure and facilities for
power generation, water and wastewater
treatment in the most heavily populated
regions of the eastern United States, Colo-
rado and California.

During 2003, the market slowed. Late in
the year, the JFK AirTrain high-speed light
rail system opened — the second design/
build contract of this type that Skanska has
completed in New York. The year’s income
was adversely affected by losses in the recent-
ly acquired California unit, Yeager Skanska,
and lower earnings in the power generation
sector.

Spending by states on road and rail con-
struction will be limited during 2004. But
the civil construction market is expected to
expand within the foreseeable future due to
the new federal transportation infrastructure
program and special investment programs in
lower Manhattan.

Keeping the gas flowing

Winter can be severe in southern Argentina.
Without gas, both industry and households
grind to a halt. The energy company YPF
{Repsol Group-Spain) quickly needed to
triple the capacity of its gas production plant
at the Loma La Lata field, north of Patago-
nia. Daily capacity had to be expanded to 15
million cubic meters by the Argentine winter
in mid-2003. Skanska promised to do this,
and delivered. Gas production started in
early June, after the original timetable had
been shortened by 25 percent.

Operations focus on commercial building
construction throughout the United
States. Most of the customer base is
among companies in the pharmaceutical,
biotechnology, healthcare, high technology
and educational sectors, as well as public
organizations and agencies. The market
weakened during 2003.

Earnings were pulled down by losses in
fixed-price contracts in the former Beers
Skanska unit. This unit was transferred to
Skanska USA Building. New contracts of this
type are longer being signed.

In 2004, the market is expected to remain
weak, among other things because manufac-
turing is moving to low-cost countries. Con-
tinued U.S. economic growth may lead to
higher capital spending in the private sphere
during the second half at the earliest.

Serving biotechnology ‘
The biotechnology company Amersham !
Biosciences is a world leader in integrated '
systems and solutions for pharmaceutical
development, research and manufacture.
Hygiene, precision and reliability are
essential in this business. This is where ‘
Skanska comes in. Skanska Services has a \
three-year contract to develop and deliver
FM services at the company's Uppsala,
Sweden plant, including responsibitity for
laboratory support through warehousing,
purchasing and administration of supplies
and chemicals. 1
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Latin America India Services

SEK M Change 2003 2002 SEK M Change 2002 2001 SEK M Change 2003 2002
Net sales -6% 2,142 2,277 Net sales 50% 986 657 Netsales —  -12% 2201 2491
Operating income -34% 119 179 Operating income 71% 7 24 Operating income 33% 132 99
Capital employed 21% 375 309 Capital employed 77% 334 189 Capital employed n.a. -69 6
Return on Return on Return on -
capital employed, % -12.2 278 40.0 capital employed, % -11.6 2.5 14.1 capital employed, % n.a. >100 53.2
Order bookings 14% 2,401 2,103 Order bookings -80% 175 884 Order bookings -18% 2,204 2,672
Order backlog 2% 2,087 2,040 Order backlog -51% 980 1,997 Order backlog 0% 2,387 2,386

Operations focus on the construction of
infrastructure as well as construction and
related services in the energy sector, mainly
the oil and gas industry. Most work is con-
centrated in Argentina, Brazil, Chile, Mexico
and Peru.

Latin American operations reported
another successful year, despite economic
and political unrest in some markets. The
weaker American dollar pulled down sales
figures. But margins, order backlog and
capital utilization showed growth. Two new
projects for the petrochemical industry in
Brazil signified an important step into this
strategically attractive market.

In 2004, positive growth is expected in
the company’s key areas, driven by increased
demand in Argentina, Brazil, Chile and
Mexico.

Hong Kong

SEK M Change 2003 2002
Operating income -63% 34 91
Capital employed -23% 507 662
Return on

capital emplyed, % ~-1.8 5.8 8.4

Operations focus on building and civil
construction, with foundation work as a
specialty. The half-owned unit Gammon
Skanska also has operations in southern
China, Shanghai and Beijing as well as
Singapore and Bangkok. Gammon Skanska
is consolidated according to the equity
method. Net sales, order bookings and
order backlog are thus not reported.

The unit’s market-leading position in
environment, safety and employee health
and safety provides competitive advantages.
Successful building and foundation con-
tracts in Hong Kong were the basis for its
earnings.

The Chinese economy, with eight to
nine percent annual growth, has driven
the recovery in Asian markets. During the
year, Gammon Skanska secured two new
contracts for the new highway connection to
China, the Hong Kong-Shenzhen Western
Corridor and Deep Bay Link. Construction
at the Hong Kong Disney Theme Park also
resulted in several new contracts.

The market is expected to continue grow-
ing, with China as the engine.

Operations focus on civil construction,
especially marine structures such as
harbors, wharfs and piers but also large
highway projects. Sales and order bookings
developed favorably during the year, but
increased competition resulted in weaker
profitability. Among major ongoing projects
is the Seabird harbor project for the Defense
Ministry.

The market is expected to show contin-
ued growth in segments where Skanska is
active.

International Projects

SEKM Change 2003 2002
Net sales —35%_ 1,189 1,84(_)_‘
Operating income n.a. -34 -120
Capital employed 44% 341 237
Return on

capital emplyed, % na. -344 -154%6
Order bookings 211% 528 170
Order backlog -38% 1,333 2,137

As one element of Skanska’s strategic
concentration on its home markets, project
export operations have been discontinued.
Operations are now focusing on successfully
completing the eight ongoing projects.
The expertise and experience of the unit’s
employees in managing large, complicated
projects will be utilized in Skanska’s home
markets.

Effective from 2004, the operations
of Skanska Cementation India are being
transferred to Skanska International, along
with those of Skanska Russia, Skanska
Whessoe and Skanska Cementation Mining.

Operations focus on developing and deliver-
ing a broad array of workplace- and prop-
erty-related services as well as production
services and maintenance. Most operations
take place in the Nordic countries.

During 2003, Skanska Services signed its
first facilities management (FM) contract
in the public sector, covering three hospitals
in Sweden. Margins and capital efficiency
remained good in the unit even though
growth was adversely affected by cutbacks in
the manufacturing sector.

The continued interest in outsourcing of
EM, both in the private and public sector, is
expected to generate new business opportu-
nities. Skanska Services is expected to have
major potential for expanding its operations.
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Residential Project Development

Skanska is one of the largest residential developers in the Nordic countries. Residential project
development occurs exclusively in several of the selected markets where Skanska has a permanent
presence: in Sweden, Norway and Finland - primarily in the major metropolitan regions — as well
as in the Czech Republic and in St. Petersburg, Russia.

SEK M 2003 2002
‘; Net sales 6,334 7,333
| Operating income 298 377
| Operating margin, % 47 5.1
Investments -3,773 -4,741
Divestments 4,584 5,420
. Operating cash flow 970 1,562
" Capitalemplyed 2931 4977
Return on capital employed, % 7.5 8.0

Skanska develops residential projects in
Sweden, Norway and Firland ~ primarily
in the major metropolitan regions — as well
as in the Czech Republic and St. Petersburg,
Russia. Skanska Finland also develops hous-
ing in Estonia. (In 2003, the U.S. residential
development company Spectrum Skanska
was divested.)

At the end of 2003, Skanska had a total
of about 6,100 residential units under con-
struction, with an estimated sales value
of SEX 12 billion. At year-end, 71 percent
were sold. On the same date, there were 465
completed but unsold residential units. A
large proportion of these had been planned
in Poland before the economic crisis year of
2001, but there were also about 150 unsold
units in the high-end housing segment in
Sweden.

Plan and sell

Residential development follows a strict line
— plan, sell and manage construction. Devel-
opment and sale of projects is implemented
by separate project development units. These
units do not carry out construction work

on their own, but instead buy contracting

services from Skanska’s construction units in
each respective market.

Housing is constructed for immediate
sale. The period from the start of sales to
project completion may vary from eight
months up to three years, but is preceded by
land purchase and permit matters.

In Sweden and Finland, sales largely
occur via the establishment of new coopera-
tive housing associations and housing cor-
porations, respectively.

Minimizing risks
To minimize risks, Skanska’s ambition is to
have sold or reserved a certain percentage of

Residential Project Development, number of units

residential units before construction begins.
Residential development depends on the
supply of suitable land. In Sweden, Skanska
now has about 10,000 residential build-

ing rights, of which about 4,000 are ready
for groundbreaking. In all, including other
markets, Skanska has about 21,000 building
rights. It has additional options on another
6,200 building rights. To enable the Group
to reduce its capital employed, all building
rights are inventoried regularly. Land and
building rights not deemed attractive for
development should be divested.

Under construction Of which sold, % Of which unsold Unused building rights Options
Sweden 1262 79 153 10,428 1,357
Norway 614 o 78 41 2,242 794
Denmark 61 89 18 12 487
Finland 1,743 73 33 3,648 3,430
Estonia 245 63 - 340 -
Poland 19 89 195 575 -
Czech Republic 943 69 18 2,882 100
Russia 1,254 57 7 483 -
Total 6,141 71 465 20,610 6,168

14 Residential Project Development - Skanska Annual Report 2003



Markets

Sweden Denmark Poland

SEKM Change 2003 2002 SEKM Change 2003 2002 SEKM Change 2003 2002
Net sales -2% 2415 2,469 Net sales -20% 313 391 Net sales -17% 159 191
Operating income -21% 15 19 Operating income 79% 61 34 Operating income na. =26 -15
Capital employed -32% 735 1,076 Capital employed -35% 313 483 Capital employed -45% 158 288
Return on Return on Return on

capital employed, % -3.1 1.5 4.6 capital employed, % 9.8 170 7.2 capital employed, % na -122 -69

Operations focus on developing and selling
residential units.

During 2003, sales developed favorably
and the number of unsold units declined
more than forecasted. The percentage of
pre-ordered/sold units rose. The exception
is higher price categories, where most of the
unsold units are found.

Demand for high-end housing is expect-
ed to remain weak, and new projects are
focusing entirely on medium and lower price
segments.

Norway

SEK M Change 2003 2002
Net sales -8% 1024 1,109
Operating income -25% 83 111
Capital employed -24% 823 1,086
Return on

capital employed, % -3.2

Operations focus on developing and selling
residential units.

During the second half of 2003, low
interest rates stimulated sales.

Demand is expected to be stable during
2004, with rising prices.

Parking garage is now apartments
The multi-story parking garage called
the Elephant is dead. Long live the new
apartment house.

Skanska's transformation of this city-
block sized structure created 150 new
apartments in central Stockholm. These
housing units brought back a little life
to a downtown area that is otherwise
deserted after office hours.

Elefanten (the Elephant) is now a
modern oasis in the heart of the city.
Urban noise has been effectively shut
out. In the central courtyard, built
above a traffic tunnel, magnolias and
ivy are growing.

<Pl R

During 2003, Skanska decided that residen-
tial development operations in Denmark
would be discontinued. No new residential
projects are being started after those in prog-
ress have been completed. At year-end, 61
units were still under construction, of which
54 had been sold.

Finland and Eastern Europe

SEKM Change 2003 2002
Netsales 5% 1663 1,578
Operating income 3% 73 71
Capital employed 2% 772 754
Return on

capital employed, % 2,0 9.5 7.5

Operations focus on developing and selling
residential units in Finland and Estonia and
in the St. Petersburg area of Russia. Russian
operations were transferred to Skanska Inter-
national in the beginning of 2004.

The year was characterized by strong
demand, driven by low interest rates and
rising purchasing power, which is expected
to continue during 2004 as well. Nor is any
slowdown in price increases expected during

Operations are now focusing on selling resi-
dential units that were completed in recent
years.

The difficult market situation of the
past few years eased somewhat and sales
improved. However, 195 unsold units
remain and 19 are under construction. The
market is expected to remain weak, and new
projects are not planned during 2004.

Czech Republic

SEK M Change 2003 2002
Net sales 48% 517 350
Operating income 114% 9 37
Capital employed -18% 130 158
Return on

capital employed, % 360 645 285

Operations focus on developing and selling
residential units. i

The positive market trend continued
during 2003, driven by favorable borrowing
opportunities and interest rates.

Demand is expected to remain good
during 2004. Price increases appear likely to
begin slowing.

the year.

C¥ech "-”‘9 ;

Sold out in Prague

Marjanka is one of Skanska’s latest
residential projects in Prague. After the
third phase, apartment now surround a
calm courtyard that is an inviting place
to meet. Excellently located, Marjanka

is close to several streetcar lines and to
Prague Castle. The apartments feature
wooden floors, balconies and garage
spaces. The block also has neighborhood
stores at street level. For those who want
a fireplace, it is optional. The 140 apart-
ments sold out quickly. Skanska CZ's Jitka
Kumi¢ékova looks pleased about having
completed another residential project.

BoKlok demand doubles

BoKlok (“Live Smart”), a joint low-cost
apartment concept devised by Skanska

and the IKEA home furnishings group, is

in growing demand. During 2003, Skanska
received orders for about 420 apartments,
nearly double the number in 2002. BoKlok
apartments offer high housing quality

at an attractive price. A high degree of
prefabrication makes it possible to erect a
two-story building containing six apartments
in six weeks. To date, more than 1,200 BoKlok
apartments have been sold in Sweden. Now
the concept has also been launched by
Skanska in Norway and Finland.
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Commercial Project Development

In commercial project development, Skanska assumes overall responsibility for the entire process
from start to finish. It handles land purchases, permit matters, design, construction and leasing. This

also includes identifying customers/tenants and investors as future purchasers of projects.

The city block Vattentornet in Lund, Sweden

Skanska’s commercial property develop-

;ﬁ SEKM 2003 2002 !

; ment work often targets two different cus-

¢ Net sales 8,861 2,214 . .

‘ — tomer categories with the same product.

- Operating income 3,061 1,049 The primary customer is the tenant, which
of which gain on sale of properties 2,399 294 has certain expectations and requirements
of which operating net, completed properties 750 789 regarding the building and premises where

i of which writedowns/reversals of writedowns 0 -63 it will be working. ?heﬁec}:ndar}i’ customer

: _ . .

| Tnvestments 1399 1674 is the investor that finally uys the property

1= in order to own and manage it for a long

} Divestrments 7,572 /81 period, with a certain targeted return. This

* Operating cash flow 7,110 878 dual customer relationship means that the

; Capital employed 9,459 13,039 product, as well as the services that go with

i Return on capital employed, % 248 9.2 it, must be adapted so it will be attractive to

] both these customer categories. Occasion-

Skanska performs commercial project

New projects are started at the pace that the

development in six well-defined markets in
Scandinavia and Central Europe, which have
in common that they have enjoyed — and are
expected to enjoy ~ good economic growth,
including continued investments in physical
and financial infrastructure. These selected

market situation permits and when the rela-
tionship between return and risk is deemed

reasonable.

Focus on generating value

markets are Stockholm, Gothenburg,
Oresund, Warsaw, Prague and Budapest.
Operations take place in two business units:
Skanska Project Development Sweden and
Skanska Project Development Europe.
About 75 percent of tied-up capital in

these operations is attributable to project
development in Scandinavia.

The core of these operations is to initiate,

develop and divest commercial real estate
projects. The crucial success factors are
access to land and building rights in suitable
locations and with local plans that will per-
mit businesslike property development.

Skanska’s commercial project develop-

ment operations focus on three types of
products: office space, retail space and logis-
tics properties.

The objective is to complete the entire devel-
opment cycle of a property — land purchase,
planning, design, leasing, construction and
divestment — within an average period not
exceeding three years. The focus is on the
stages of a property’s life cycle that generate
the greatest value, such as planning, leasing
work and transaction work. Carrying out
project development work successfully on a
long-term basis requires a portfolio of com-
pleted properties. Managing and improving
this portfolio provides daily contact with the
leasing market, which consolidates Skanska’s
position as an attractive alternative for ten-
ants and generates prospective investors for
the Group’s project portfolio. It lends flex-
ibility to the divestment process if Skanska
can time the divestment of its properties
based on market-oriented assessments.

16 Commercial Project Development- Skanska Annual Report 2003

ally, the user and buyer are the same.

Seven projects started

In 2003, nine projects were completed, of
which four were sold during the year. In
addition, seven projects were started, five
of them in Sweden. At year-end, the num-
ber of ongoing projects was seven, five of
them in Sweden. The operating income of
the two commercial project development
units totaled SEK 3.1 billion, of which SEK
2.4 billion stemmed from the divestment
of properties. As for gain, about 90 percent
comes from divestments of projects com-
pleted during the past five years.

At year-end 2003, Skanska had a portfo-
lio of completed projects with an externally
appraised market value of SEK 9.4 billion
(including partly owned properties and
projects completed in 2003), equivalent
to a surplus value of SEK 3.2 billion. The
market value of identical properties fell by
six percent during the year. If changes in the
market value of properties divested during
the year are included, the total decrease in
market value was two percent.



Business Units

Skanska Project Development Sweden

SEK M Change 2003 2002
Net sales _ 327% 7,922 1,855
Operating income 159% 2,814 1,087
Capital employed -30% 7,434 10,581
Return on

capital employed, % 166 282 116

The business unit’s operations specialize in
initiating, developing, leasing and divesting
commercial real estate projects, with a focus
on office space, shopping centers and logis-
tics properties in Stockholm, Gothenburg
and the Oresund region.

In 2003, international investments in
Swedish properties reached historically high
levels. The business unit sold 30 properties
in 19 transactions. International investors
accounted for 90 percent of divestment vol-
ume, which totaled SEK 6.8 billion with a
gain of SEK 2.2 billion.

Among the year’s transactions was the
sale of a portfolio of ten both new and older
properties in the Stockholm and Oresund
regions and elsewhere. The buyer was the
U.S.-based Blackstone, and the capital gain
totaled SEK 490 M. Divestment of CityCro-
nan in central Stockholm was completed at
a gain of SEK 1.1 billion. Late in the year, the
Hagaporten office property in Solna was also
sold to a German fund manager. Skanska is

the largest tenant, and in conjunction with
the sale the Group signed a 10-year lease.

Leasing work was also successful, despite
a continued weak market with rising vacan-
cies and falling rent levels, especially in the
Stockholm area. The five projects completed
during 2003, aside from CityCronan, contain
61,000 sq. m (656,000 sq. ft.) of space, of
which 90 percent was leased. At year-end,
five projects totaling 64,000 sq. m were
under construction, of which 85 percent was
pre-leased.

In 2004, the rental market is projected
to bottom out, but rents are not expected
to rise before vacancies drop. The recovery
will be slow and begin in the spring at the
earliest.

In the investor market, interest from
international investors is expected to be
stable. However, there are not vet clear signs
of increased interest among Swedish institu-
tional investors.

Skanska Project Development Europe

SEK M Change 2003 2002
Net sales, 161% 939 360
Operating income n.a. 247 -37
Capital employed -18% 2,025 2,458
Return on

capital employed, % na 108 -24

Operations focus on initiating, developing,
operating and divesting commercial real

Skanska Project Development - Book value and market value

estate projects, especially office and retail
space. The emphasis is on three growth
markets: Budapest, Prague and Warsaw.

After a few years of falling office rents,
this trend slowed in Budapest and Prague
during 2003 and the two markets showed
signs of a better balance between supply
and demand. The office market in Warsaw
remained weak in 2003, with falling rents as
a result.

The investment market in all three
cities remained strong, with heavy interest
from investors in acquiring completed
properties with good occupancy levels. The
buyers of Skanska’s products are primarily
institutional real estate investors.

During 2003, SEK 0.8 billion worth of
properties was divested, with a gain of SEK
0.2 billion. The largest transaction was the
sale of a portfolio of four newly developed
retail facilities in Prague and Budapest.

Two new office building projects were
initiated during the year: one project in
Budapest to be completed in 2004 and one
in Prague for completion in 2005.

The rental market is expected to stabilize
in Budapest and Prague during 2004. The
Warsaw market is considered to remain
weak, with a risk of continued falling office
rents. The investment market is projected to
remain strong.

Book Book value Leasable Economic Yield Yield Projected Average

value upon Market value, Surplus space, occupancy  Operating on book on market rental value, maturity,
SEK billion Dec 31, 2003 completion Dec 31, 2003 value 000sqm level net value value fully leased years
Completed projects 57 57 8.8 "‘> ] 5""1 780 87% 567““_7_7 10.0% 6.7% 1,02_2? o 3.8.
Projects completed in 2003 0.5 Q0.5 0.6 0.1 61 0% 47° _%8% 8.2% 56° 9.0
Ongoing projects 0.4 1.1 147 0.3 89 55% 117° 10.5% 8.1% 123’ 15.1
Total 6.6 7.3 10.8 3.5 930 731
Development properties * 2.6 o B
TOTAL 9.2

1 including SEK 0.3 billion share in properties in partly owned companies.

2 Internal appraissal on each respective completion date.

3 "Development properties” refers to land with building rights for commercial use, totaling about 1,513,000 sq m. described below.

4 Estima}ed operating net before central company and business area overhead in 2003 on annual basis assuming current occupancy rate.
5 Estimated operating net before central company and business area overhead fully leased in Year 1 when the properties are completed.

6 Total of contracted rents and estimated rent for unoccupied space.
7 Estimated rental value fully leased in year 1 when the property is completed.

Science Park, Budapest

In Budapest, the second phase of the Science Park was initiated in 2003. Its
central location in dynamic southern Buda, close to the Danube River, as well
as the modern design of its premises, are attracting international companies.
A telecom company is the anchor tenant in the fully leased first portion, com-
pleted in 2002. The new phase, consisting of 15,000 sg. m (161,000 sq. ft.), will
be completed during 2004. By early in the year, one third was already pre-
leased. The Science Park includes 30,000 sg. m in all. The investment totals
SEK 360 M. In the Central European markets of Budapest, Prague and Warsaw,
Skanska has ongoing projects with aggregate volume of 27,000 sq. m (290,000

sg. ft.), representing a total investment of about SEK 475 M.
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Return on real estate assets, management and
project development’

% 2003 2002 2001 2000 1999
Total return 9 5 16 18 19
of which, change

invalue -6 -7 -1 9 9

1 including operating net and change in value of property
management portfolio plus development gains on
completed as well as sold projects

Over SEK 2 billion in capital gains Value creation in Project Development
. During 2003, Skanska sold SEK 7.6 billion worth of newly developed properties. value
I Ofits capital gains, SEK 2.4 billion, about 90 percent came from projects com-
pleted in the past five years. One such example is four newly developed shop-
ping centers, two in Budapest and two in Prague, which sold for a total of SEK
475 M. The gain amounted to SEK 165 M. The price was equivalent to a yield of
just under 9 percent. The buyer was an international real estate fund managed

®

by the British-based Pricoa. The properties, compieted in 2002 and 2003, com- | 18-36 ronths Time
prise a total of 36,000 sg. m (387,000 sg. ft.) and are 100 percent leased, with ; mgw Dgw Legng cm%qm Pm(:)m S@?
I the Dixon Group (Electroworld) as the anchor tenant zoning. Precensiruction Manzaement

Properties
Investments, divestments
and capital gains
SEK bn

8

7

6

5

4

3

2

1

0

-1
Modern corporate park j
Sundbypark is a modern corporate park in one of Stockholm's fastest-growing 1999 2000 2001 2002 2003
corporate office areas, next to the E18 European highway just north of the city. | B Divestments
There are plans for eight buildings here, totaling 65,000 sg. m (700,000 sq. ft.). } Investments

To date, four buildings with just over 30,000 sq. m have been built for, among == Capital qains

others, ITT Flygt, which plans to move in during April 2003.
The completed premises are fully leased. New buildings can be finished

within 18 months after groundbreaking. Vol £ Co ial
olume of commercial

— I project development !
SEKM
8,000
Skanska's Project Development 7’000{ B
6,000 u
5,000
4,000} g
3,000
Further information about Skanska’s commercial project 2,000 l
development work and a list of properties in its portfolio can be 1,000
: ‘o « ; : 0
foundina pubhcatl?n called Ska)nskas Pro;ect Development.” It 1095 7065 300L 3007 3003
can bf downloaded : ron: Skar}(skla S we‘bs1te (ww.f)l(anska.com, = Projects sold
click “Investor Relations™ and “Financial reporting”) and can also Ongoing real estate projects
be ordered in hard copy from Skanska AB, Investor Relations. W Real estate projects completed

1 Refers to book value of completed projects and
book value upon completion of ongoing projects.
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BOT - a link to major construction and FM contracts

Skanska’s BOT operations specialize in identifying, developing and investing in privately financed
infrastructure projects — roads, hospitals and power plants - in collaboration with Skanska’s
construction and facilities management (FM) units.

SEKM 2003 2002
Net Sales 87 38
Operating income 27 -41
Investments -115 -579
Divestments 1 0
i Operating cash flow -172 -617
! Capital employed 1,243 1,044
! Return on capital employed, % 3.8 -3.5

BOT {Build Operate Transfer) is Skanska’s
business stream for developing and investing
in privately financed infrastructure. Opera-
tions focus on markets and sectors where the
Group has construction units. For Skanska,
BOT generates value. The Group’s involve-
ment as an investor results in:

¢ Jarge construction contracts that are
reported in its construction business

¢ improved construction margins, since
Skanska controls the entire implemen-
tation process and since there is more
efficient risk-sharing between owner and
builder

* a continuous return in the form of rev-
enues for services delivered, for example
road user fees

o long-term operation and maintenance
contracts for Skanska’s facilities manage-
ment units

o realization of surplus value upon divest-
ment and/or refinancing

BOT, public-private partnership (PPP) and
private finance initiative (PFI) are different
labels that all refer to alternative financing

solutions for public amenities. The demand

for such solutions is growing all over the
world. The need for new or upgraded infra-
structure is increasing, while limited budget
ceilings are making alternative financing
more attractive. Large public capital spend-
ing can be spread over long periods, usually
25--40 years.

Value for taxpayers

Alternative financing is advantageous for

customers, taxpavers, users and builders.

¢ The customer, often a national or local
government, can respond to the need
for public amenities earlier than their
finances would otherwise allow without
tax increases.

¢ The value to taxpayers increases through
earlier availability, better finances and
higher standards and quality. From an
environmental and sustainability perspec-
tive, a focus on higher quality in the con-
struction stage entails an obvious gain. It
means a longer period of service and lower
life-cycle costs.

¢ Users — such as motorists or hospital
patients — gain access to new, modern
amenities of high quality.

e For builders, this form of ownership and
procurement is advantageous thanks to
close cooperation with the owner side —
everyone is pulling in the same direction.
At the same time, it creates better under-
standing of the needs of users.

» Only once a facility can be placed in ser-
vice does it begin to generate a return to
the owners in the form of user fees. This
creates an incentive to speed up comple-
tion.

The United Kingdom is a world leader in
alternative financing of infrastructure proj-
ects. As part of the British PFI program,
Skanska has received contracts totaling
about SEK 32 billion, making it the market
leader. The E39 highway project outside
Trondheim signified a breakthrough for
alternatively financed construction projects
in Norway. Skanska had previously partici-
pated in Finland’s first project of this type,
the highway between Helsinki and Lahti,
which has been completed and is now gen-
erating revenues for the owner consortium
to which Skanska BOT belongs.
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Skanska BOT
Skanska BOT operations specialize in iden-
tifying, developing and investing in privately
financed infrastructure projects, primar-
ily roads, hospitals and power generation
plants. Its operations focus on markets and
sectors where Skanska has construction
units.

Skanska BOT has eleven projects in
its portfolio, mostly in Europe and Latin

(Barts) and The Royal London Hospital. The
construction contract may be worth nearly
SEK 13 billion. During 2004, increased
potential is expected in Latin America, the
U.S. and the U.K. Other European markets
will offer few opportunities in the short
term. In the Nordic countries, there is grow-
ing interest in public-private partnerships in
the transportation infrastructure field.

America. Alternatively financed infrastructure
saw a breakthrough in Norway during 2003. A
Skanska-led consortium received a contract to
develop the E39 highway project. The contract,
worth SEK 1.6 billion, is Skanska’s largest-ever
highway assignment in Norway.

The British market is continuing to grow.
Skanska has been selected as a preferred bidder
for expansion of St. Bartholomew’s Hospital

The BOT portfolio
I Investments in shareholders’ equity and debenture loans

Ownership Year-end Total committed Est. surplus Year in full Concession
BOT project, amounts in millions Stake, % Currency book value, Group investment value operation period until
¢ In operation
/ Bridgend Prison, United Kingdom 9% __GBP 1 2 In operation 2022
___ i Nelostie Motorway, Finland 50% EUR 4 4 Inoperation 2012
Breitener Power Plant, Brazil 35% usb 16 20 In operation 2004
Ongoing projects
King's College Hospital, United Kingdom 33% GBP 2 2 2003/2004 2037
Harbor in Maputo, Mozambique 33% usb ] 4 ~ 2003/2004 2017
Ponte de Pedra Hydropower Brazil__ 50% USD 6 . 28 2004 2036
North-South Toll Highway, Chile B 48% UsD 95 180 2006 2031
Coventry & Rugby Hospital, United Kingdom 25% GBP o o 10 2007 2035
LLC Nordvod Waste Water Treatment, Russia 14% EUR ) ] 1 2 2005 2017
Derby hospital project, United Kingdom 25% GBP ] ) 0 10 2009 2038
E39 European Highwary, Norway 50% NOK 16 75 2005 2028
Total in SEK M 1,170 2208 800

Kingdom

Norwa

Healthy investment in Coventry
Construction, medical care and related
services are Skanska's prescription in
Coventry. The largest ongoing privately
financial British hospital project is both
a construction and a logistics project.
The existing hospital is in full operation
while Skanska adds new departments.
Skanska UK's design/build contract is
worth SEK 4.5 billion.

Barts - the biggest hospital

Skanska is the only construction company
to have signed a preferred bidder agree-
ment for the largest privately financed
British hospital project. The construc-
tion contract may be worth about SEK

13 billion, making it Skanska's largest
ever. Skanska is also part of the owner
consortium that will provide facilities
management at the project’s two London
hospitals.

Partnership in Norway

Skanska is carrying ot Norway's first
highway project in private-public partner-
ship form, the E39 south of Trondheim,
financed by a private ownership consortium.
It is Skanska Norway's largest-ever civil
construction project, worth more than
SEK 1.6 billion. Skanska is designing, build-
ing and will also have full responsibility for
operating and maintaining the 27 km

(17 mi.) stretch of highway for 25 years.
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Sustainable development

Sustainable development
With its products and services Skanska
affects the lives of many people around us.
This responsibility is reflected in
Skanska’s day-to-day operations when
making decisions and balancing the social
and environmental issues with economic
indicators and objectives. Striking this
balance is the heart of Skanska’s approach
to sustainable development.

Skanska Code of Conduct

The most important instrument to guide our
performance is the Skanska Code of Conduct
covering Skanska’s worldwide operations,
outlining a minimum level of performance
regarding human rights, employee relations,
business ethics and the environment. In 2003,
Skanska introduced Compliance Guideline
to facilitate continued implementation of

the Code of Conduct. Other elements of the
implementation program include training,
monitoring and auditing.

In 2003, Skanska participated in an inter-
national task force with a number of leading
engineering and construction companies to
define a set of business principles to counter
bribery. The principles were presented at the
World Economic Forum in Davos in January
2004. Furthermore, Skanska is continuing
to support the UN Global Compact and is
engaged in a number of other initiatives

such as the Amnesty Business Group and
the World Business Council for Sustainable
Development.

Health and safety

In 2003, Skanska implemented a new health
and safety strategy. It is Skanska’s vision to
be a world leader in construction-related
safety performance and to work consistently
on improvements toward zero accidents.
Skanska employees and people working on
Skanska sites via subcontractors must be
able to work under the highest level of safety
performance, be aware of applicable regula-
tions and guidelines and have access to the
best safety equipment, adapted to the local
work situations and environments. Business
units benchmark safety performance with
national industry averages.

Environmental management

In 2003, 97 percent of Skanska opera-
tions were covered by ISO 14001 certified/
registered management systems. Newly
established or acquired units, have started
the process of implementing environmental
management systems, and certification is
expected within two years after becom-

ing part of the Skanska Group. Skanska is
the only major construction company that
has implemented certified environmental
management systems throughout the orga-

Skanska employee accident rate performance in 2002 and 2003 compared with local industry averages.
Industry averages from 2002 have been used where information from 2003 is not available.
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nization. By the end of 2003, 68 percent of
Skanska’s more than 69,000 employees had
received basic environmental training.

Environmental performance in construc-
tion is a cooperative effort between customer
and contractor. A yearly analysis of all major
construction projects worth more than USD
1 million indicates that both clients and
Skanska are gradually raising their standard
of environmental performance.

Environmental audits

2003 2002 2001
internal 1,568 1,753 1,431
External 143 204 185

Order value of projects with higher environ-
mental standards

MUSD 2003 2002 2001
Client Initiative 4,699 2,701 1,843
Skanska Initiative 3,636 3549 5320
Total 8,335 6,250 7,163

Skanska will continue to push the agenda on
energy efficiency in buildings. A large part of
the energy used today is related to buildings,

and major savings can be made by installing

better technology, smarter designs and alter-

native building materials,

Outlook for sustainability

Skanska’s efforts to implement the Code
of Conduct on a groupwide basis will
continue during 2004. This includes the
further implementation of the Compliance
Guideline, strengthening of reporting and
monitoring, and further training activities.
Regarding Skanska’s safety performance,
all business units must have implemented
health and safety management system by
the end of 2004.

More information

The Sustainability Report and the Code of
Conduct are available on Skanska’s website:
www.skanska.com.
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Risk management

Skanska’s operations take place in many
geographic markets and encompass many
types of projects. An effective, systematic
assessment and follow-up of business and
financial risks is thus essential to Skanska.
The Skanska Group’s Procedural Rules apply
in this field. Depending on the size and
risk profile of the project, the decision on
whether to sign binding contracts with the
customer is made either by line managers
at a business unit, by Skanska’s Senior
Executive Team or by Skanska’s Board of
Directors.

In the case of major projects that contin-
ue over a long period, Skanska also conducts
regular follow-up of its risk assessment.

Skanska’s risk management system does
not imply avoidance of risks, but is instead
aimed at making it possible to identify, man-
age and price these risks. Good risk aware-
ness and risk identification systems provide
Skanska with an opportunity to assume
larger risks if they can be managed correctly,
thereby enhancing the competitiveness of
the Group.

Business risks

Skanska’s operations generate risk diversifi-

cation, because

 the Group pursues a large number of proj-
ects of varying sizes and types

o these operations take place in numerous
geographic markets

o Skanska works with many different client
categories

To ensure a systematic and uniform assess-
ment of construction projects, Skanska uses
its Operational Risk Assessment (ORA)
model throughout the Group.

ORA evaluates larger, more risk-exposed
construction projects with regard to techni-
cal, legal and financial risks. It also analyzes a
number of general “public exposure” issues,

Order backlog, SEK 116 bn

Number of projects

Project size

Wo-15 MUSD 94%
T115-30MUSD 3%
WMO-100MUSD 2%

>100 MUSD 1%

Wo-15 MUSD 26%
T 15-30MUSD 15%
W 0-100 MUSD 28%

>100 MUSD 31%

among them ethical, social and environmen-
tal aspects of the planned project.

Skanska limits or eliminates identified
risks by various methods, through trans-
fer of risks to parties other than Skanska
or through risk ceilings in its contractual
obligations. Risk assessment also affects
Skanska’s pricing of the project in question.
In some cases, the analysis of risks associated
with a project may lead Skanska to abstain
from participating.

Financial risks

The financial needs of Group companies are
met in collaboration with Skanska Financial
Services (SFS), which in turn interacts in

a coordinated way with external financial
market players.

Skanska’s Financial Policy regulates the
allocation of responsibilities among the
Board, the Senior Executive Team, SFS and
the business units. This document specifies
established limits for the Group’s financial
risk management.

Interest-bearing liabilities and assets

SEK bn Dec. 31,2003 Dec. 31, 2002

Interest-bearing gross debt

including pension liabilities -10.1 -17.1
Liquid assets and interest-

bearing receivables 10.2 7.7
Interest-bearing nebt cash/debt 0.1 -9.4

Foreign exchange risks
Although Skanska has a large international
presence, its operations are of a local nature
in terms of foreign exchange risks. Project
revenues and costs are mainly denominated
in the same currency, and transaction risks
from exchanges between different currencies
are thus very limited.

Known and budgeted financial flows are
hedged. The foreign exchange risk that arises
because portions of the shareholders’ equity

Average interest
refixing period, liabilities

7

Average maturity
on borrowing portfolio

el

i

M 0 <6months  13%
Tl 6-24months 70%
B >24months  17%

W < 1years 59%
> 1years 41%
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of the Group are invested long-term in for-
eign subsidiaries ~ translation exposure — is
not hedged. Exceptions are the shareholders’
equity of U.S. operations and some Brit-

ish subsidiaries, plus investments in project
development and BOT. In the two latter
cases, the investment is normally financed
through loans in functional or local curren-
cies.

Interest rate risks

Interest rate risk is defined as the possible
negative impact in case of a one percentage
point increase in interest rates across ail
maturities. The relative risk in case of
deviations in interest rate fixing period

may never exceed SEK 100 M on a twelve
month basis. The interest refixing period for
net debt shall lie within the 1.5 £ 0.5 year
range. At year-end 2003, the average interest
refixing period for interest-bearing liabilities
was 1.1 (0.8) years.

Refinancing risks and liquidity
Refinancing risk is defined as the risk that
the Group may suffer from lack of liquid-
ity or experience difficulty in obtaining or
rolling over external loans. The target is to
have at least SEK 4 billion available through
liquidity or committed credit facilities. At
year-end 2002, the Group had unutalized
credit facilities of SEK 5.2 billion (5.5).

The average maturity of the borrowing
portfolio shall be in the 2—4 year range. At
year-end 2003, the average maturity was 2.2
(2.4) years.



Human resources and talent management

Employees build the brand

Skanska’s success and value are entirely
dependent on the performance of its
employees. The core of Skanska operations
is the thousands of construction projects
around the world. This is where the qualities
and knowledge of Skanska employees mate-
rialize into value for customers and share-
holders, while enhancing the Skanska brand.

The Company’s profitability is deter-
mined by every single project. Virtually
every Skanska project is unique — customer
demands and wishes vary, along with design,
materials and local conditions. Customer
satisfaction and profitability are thus crucial
to Skanska’s success.

Customer satisfaction is based not only
on the final product but also largely hinges
on how Skanska’s partnership with the cus-
tomer functions. Construction projects are
always one of the customer’s biggest invest-
ments, and Skanska’s project management
team is responsible for implementing it. The
team is Skanska’s face to the customer in
these important assignments.

Developing good managers

Attracting, developing and retaining good
managers and developing employees’ leader-
ship qualities are consequently a top priority
for Skanska’s Senior Executive Team.

Average number of
employees

80,000 -
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60,000
50,000
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30,000
20,000
10,000
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1999 2000 2001 2002 2003

During 2003, the process of evaluating about
250 senior executives in the Company was
thus upgraded. Similar evaluation models
are also being applied in the business units.
Their purpose is to identify both good and
weak performance and, based on this, hone
the skills of employees and achieve general
quality improvements in management
functions.

Another purpose of the evaluation task
is to identify candidates for senior positions
and ensure that these individuals receive
adequate development opportunities, there-
by safeguarding the supply of future high-
level managers.

In today’s fast-paced world, the demands
on organizations rapidly change. This evalu-
ation model enables the Company to make
quick adjustments to take better advantage
of market potential. One such example
is the rapid expansion of the British pri-
vately financed infrastructure sector, which
demands a high standard of knowledge from
employers if Skanska is to succeed in this
growing market.

Transfers of experience

The Senior Executive Team has overall
responsibility for ensuring that best practices
are applied in the business units and that

the existing specialized expertise benefits the
entire Group, across geographic and organi-
zational boundaries.

Distribution
according to gender
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This is an important element of the
integration of Skanska’s business units and
a continuation of the decisive steps already
taken by launching a uniform global brand
and by introducing a number of common
processes in all business units.

STEP for talent management

During 2003, the Skanska Transition for
Executives Program (STEP) — the Group’s
new talent management program — began.
The program was designed especially for
managers who are moving into one of
Skanska’s top 250 positions or changing
their field of responsibility within this

group.

Focus on projects
Becoming part of the Group’s “top 250"
leads to heavier demands on the ability of
employees to lead through other people,
while still focusing on projects. In their new
positions, many STEP course participants
have also assumed substantially larger
geographic responsibility. The focus of the
training program is thus to ensure better
understanding of their responsibility and
working methods in their new role.
Network-building among individuals
from different business units and an
expanded knowledge of Skanska’s global
strategy are other obvious elements of the
two-week program.

White collar/
blue collar employees

I White collar 33%
" Blue collar 67%
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Share data

» Skanska’'s market capitalization totaled SEK 26.6 billion at the end of 2003.
 Skanska’s share price rose by 25 percent to SEK 63.50 during the year.

= Average volume per trading day rose by 9 percent to 1,264,861 shares.
= The proposed dividend for 2003 is SEK 3.00 per share.

Skanska’s Series B shares are quoted on the A
list of Stockholmsbérsen (formerly the OM
Stockholm Stock Exchange) under the SKAb
symbol and are traded in round lots of 200
shares. Current price information is available

Skanska share history

on Skanska’s web site, www.skanska.com, in
the Reuter system under the SKAb.ST sym-
bol and in the Bloomberg system under the
SKAB SS symbol.

At the end of 2003, there were a total of
418,553,072 shares outstanding, with a par
value of SEK 3 per share. Of the shares out-
standing, 30,671,921 were Series A shares
with 10 votes apiece and 387,881,151 Series
B shares with one vote apiece. Of the shares
in circulation, Series B shares accounted for
92.7 percent of shares and 55.8 percent of
voting power. During 2003, the number of
Skanska shares traded on Stockholmsbérsen
was 314,950,284 (291,101,248), at a value of
SEK 15.9 billion (18.5). The average volume
per trading day amounted to 1,264,861, an
increase of 9 percent from the average vol-

2003 2002 2001 2000 1999
Year-end market price, SEK 63.50 51.00 68.50 97.50 79.25 ume of 1,164,405 shares during 2002. Trad-
Year-end market capitalization, SEK bn 266 213 287 41,51 36.1 ing volume during 2003 was equivalent to 81
Average number of shares for the year, million 4186 4186 420.0 4446 455.4 (76) percent of the total number of Series B
Shares outstanding at year-end, million 418.6 418.6 418.6 426.1 4554 shares outstanding at the end of the year.
Highest share price during the year, 65.00 83.50 106.40 106.13 86.75
Lc‘>west share Erice during the year, SEK 38.1(2) 41.20 57.00 68.50 53.25 Share performance
Tield, percent 47 32 44 32 38 During 2003, the market price climbed by
2 Besedon he dhadend proposesty he Boadof Diectors 25 percent to SEK 63.50 per share as the final
3 Dividend as a percentage of respective year-end share price. price paid in 2003. The overall market capi-
talization of Skanska thus rose during the
Change in shares outstanding (million) and capital stock Par valle year to SEX 26.6 billion. The highest price
Shares of capital paid for a Skanska share during the year was
Stock  New share out- stock SEK 65.00 in December. The lowest price
Year and event Reduction dividend issue standing SEK M pai d was SEK 38.10 on Aprﬂ 1. The Stock-
123; Clc'iw‘ 630 12:3 ii:g; holm All Share Index '(SAX) rose during
1997 redemption1.10 120 1139 1,255.6 2003 by 29.8 percent. The Dow Jones Titans
2001 cancellation of repurchaséiddshares -9.2 104.7 1,255.6 Construction Index, which includes Skanska,
2001 split4:1 314.0 41856 1,2556 rose by 46.1 percent.
Skanska’s Series B shares are also includ-
The largest shareholders in Skanska AB, ed in the Dow Jones Stoxx 600.
holdings on December 31, 2003 ) .
Series A Series B % of % of
Shareholders shares shares capitat stock  voting power .
industrivarden (nvestment company) 17,302,756 16,000,000 80 272 Pz;ff;‘;fgﬁo‘:;;f‘c’:felgsé‘r’;k
AMF Pension (retirement insurance) 27,600,000 6.6 4.0
Alecta (retirement insurance) 0 27,413,960 6.5 39
SHB/SPP fonder 0 15,603,985 37 2.2
AFA Forsakring (insurance) 0 12,934,380 31 1.9
Robur mutual funds (Swedbank) 0 11,264,490 2.7 16
Inter IKEA Investment A8 7,549,396 3,678,672 2.7 11.4
State of New Jersey Pension 0 ] 8,000,000 19 1.2
AMF Pension m_gtualfunds 0 6,430,000 15 0.9 B Swedish mutual funds 15%
Svenska Handelsbanken (bank) 2,000,000 3,855,292 14 34 [ Swedish companies
10 largest shareholders 26,852,152 132,780,779 38.1 57.7 and institutions 4%
Other shareholders in Sweden 3,734,025 192,020,660 46.8 331 B Swedish private
Shareholders abroad 85,744 63,079,712 15.1 9.2 . individuals 24%
Total 30,671,921 387,881,151 1000 1000 — Non-Swiedish owners 17%
Sources; VPC, SIS Agarservice.
Transfers of capital to Skanska's shareholders
Total 2004 2003 2002 2001 2000 Shares by category on December 31, 2003
Regular dividend per share, SEK 3.00' 2.00 3.00 3.38 3.00
Extra dividend per share, SEK 1.00 Number of % of % of
Total per share, SEK 3.00° 2.00 3.00 3.38 4.00 Category shares capital stock_voting power
Regular dividend, total, SEK bn 6.6 1.3' 0.8 1.3 1.4 18 A 30,671,921 7.3 44.2
Buy-backs of Skanska'’s own shares, SEK bn 34 0.8 25 B 387,881,151 92.7 55.8
Total 10.0 1.3 0.8 13 2.2 44 Totalt 418,553,072 100 100

1 Proposed by the Board of Directors
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Ownership changes

At the close of 2003, the number of share-
holders totaled 80,468 (82,066). The pro-
portion of market capitalization owned by
Swedish shareholders declined during the
year from 83.6 percent to 83.0 percent, and
their share of voting power from 90.6 per-
cent to 89.6 percent. Of foreign shareholders,
U.S. residents made up the largest group,
with about 31 million shares representing
some 7 percent of market capitalization.

Of Swedish shareholders, institutional
owners accounted for 71 percent, while 29
percent was owned directly by individuals.
As the adjacent table indicates, AB Industri-
virden is the Company’s largest owner, with
27.2 percent of voting power.

The “free float” in Skanska’s shares is
regarded as making up about 374 million
shares, equivalent to 89 percent of the
number of shares outstanding,.

Major listed construction companies

Buy-backs of Skanska’s own shares

The 2002 Annual Meeting authorized the
Board of Directors to buy back Skanska’s
own shares up to a maximum of 10 percent
of shares outstanding before the next Annual
Meeting on May 6, 2003. During 2003, no
buy-backs of shares occurred.

Dividend policy

During 2003, the Board of Directors of
Skanska AB established a new dividend
policy.

The regular dividend shall reflect the part
of sustainable net profit that is not needed
to develop the Group’s core business. The
ambition is that the dividend shall grow
steadily over time.

Based on the foreseeable capital require-
ments of the Group, any excess capital shall
be distributed in an efficient way to the
shareholders.

Percentage change, total return and market capitalization, 2003

Dividend

The Board of Directors proposes a dividend
of SEK 3.00 (2.00) per share for 2003, for a
total payout of SEK 1,256 M (837).

Total return
The total return on a share is calculated as
the change in share price, together with the
value of dividends. During 2003, the total
return on a Skanska share amounted to 28
percent. Stockholmsbérsen’s SIX Return
Index rose by 34 percent during the year.
During the five year period January I,
1999 to December 31, 2003, the total return
on a Skanska share was 40 percent. During
the same period, the SIX Return Index rose
by 11 percent.

Effective return on Skanska shares compared to the

SIX Return Index January 1, 1999 -February 19, 2004
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Total capitalia-
Percentage Total return zation,
percent change return 5 years SEK bn
AMEC (United Kingdom) 8 87 67 10.9
Dragados (Spain) - 5 6 65 27.9
ACS (Spain) 23 25 8 419
Ferrovial (Spain) 15 18 272 35.6
Fluor Corp. (USA) 42 44 -3 19.6
Hochtief (Germany) 80 84 -15 147
NCC (Sweden) 5 14 22 6.0
Skanska {Sweden) 25 28 38 266
Vini (France) 21 25 81 49.7
1 Until December 12, 2003 2 From May 5, 1999
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Report of the Directors

The Board of Directors and the President of
Skanska AB hereby submit their report on
the operations of both the Company and
the Group in 2003.

Continued focusing of operations and
market-adaptation of the organization
The Group strengthened its presence in
home markets by focusing its operations
and adaptation the organization to the
market. Capital employed was also reduced
as one element in the Group’s strategy for
more efficient use of capital in all business
streams, as well as through divestment of
fully developed properties.

The Group substantially improved its
financial ratios during the year.

During the year, the Group carried
out a continuous review of its selling and
administrative expenses in order to adapt
these to the prevailing market situation.
The steps that were taken during 2003 are
expected to result in a lowering of these
expenses by approximately 5 percent in
comparable units during the full year 2004.

The costs of this reduction during 2003,
such as discontinuation and close-down
expenses, were charged to earnings on a
continuous basis in the business units where
the changes were implemented.

Within the framework of the Group’s
strategic plan — to be number one or two in
each submarket and to exit small markets —
Skanska carried out a number of acquisitions
and divestments.

By means of acquisitions and contracts,
Skanska Service further strengthened its
skills base in facilities management work
and continued to broaden its customer base
through increased expertise in production
services for companies. During 2003,
Skanska Services landed its first major
facilities management contract for the
public sector in Sweden.

Acquisitions
Netsales  Number of
Period 2002, SEK M employees
MIAB Q1 127 250
BFW Q2 850 150
Banske Stavby Q4 124 505

The acquisition of the industrial service
company Marieholms Industrirengoring AB
(MIAB) broadened Skanska’s expertise in
production service.

To strengthen other core businesses,
Skanska carried out further acquisitions.
Skanska USA Building strengthened
its position in Texas, the second largest
construction market in the United States, by
acquiring BEW Construction. The company’s
operations include all types of building
construction services. BFW Construction has
a broad customer base and focuses mainly
on the educational and healthcare sectors in
Texas and neighboring states.

The Czech business unit Skanska CZ
strengthened its civil construction capabilities
by acquiring the Slovakian underground
construction specialist Banské Stavby.

Divestments

During 2003, the Group sold its remaining
shareholding in the kitchen interior
manufacturer Nobia, equivalent to 12.5
percent of share capital and voting power. The
divestment yielded an income of SEK 417 M
after subtracting selling expenses. The sale
gave the Group a capital gain of about SEK
14 M.

The Group received shares in the
company as payment for its shares in kitchen
and bathroom specialist Poggenpohl, which
were sold to Nobia late in 2000. One fourth
of the Skanska Group’s shares in Nobia were
sold in conjunction with the initial public
listing of that company in 2002.

A number of businesses in small markets,
or in markets where the Skanska Group does
not have a leading position, were discontinued
during 2003.
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Divestments

Net sales Number Capital

2002, of  gain,

Period SEKM employees SEKM

Spectrum Skanska Q2 1,145 153 14
Contiga A/S Q3 745 240 53

Skanska’s construction operations in
Hungary, Latvia and Lithuania were sold
during the year.

The shareholding in the Norwegian steel
and concrete element company Contiga A/S
was sold with a capital gain.

Half ownership in Contiga was included
in Skanska’s acquisition of the Norwegian
construction company Selmer in 2000.
Contiga has had a large proportion of its
sales in Sweden, thereby overlapping with
the operations of Skanska Prefab.

After the approval by Skanska’s 2003
Annual Meeting, the American subsidiary
Spectrum Skanska, specializing in
residential project development, was sold to
the company’s management. This reduced
the capital employed in the Skanska Group
by about SEK 900 M. The divestment
resulted in a gain of SEK 14 M, which was
attributable in its entirety to exchange
rate differences previosly reported directly
in shareholders’ equity. At year-end, the
Group had an outstanding claim of SEK 125
M on the purchasers.

The Group’s residential project
development in Denmark also ceased at
year-end 2003.

Meanwhile continued efforts are
underway to close down or divest additional
businesses in small markets.

Discontinuing operations

The Group initiated the closure of its project
export company Skanska International
Projects. This business will gradually cease
as the unit’s nine ongoing projects are
completed.

In 2003, net sales of Skanska International
Projects were SEK 1.2 billion, and its
operations had a total of some 2,800
employees.

The Skanska Group signed a letter of
intent covering the sale of its majority holding
in its mining contracting business in South



Africa, Canada and Australia to Murray
& Roberts, a publicly listed leading South
African construction company.

The planned sale involves the Group’s
79.1 percent holding in the publicly listed
The Cementation Company (Africa) Ltd,
the wholly owned subsidiary Cementation
Skanska Canada [nc. and a start-up mining
contracting operation in Australia.

These businesses within Skanska UK
were part of Kvaerner Construction (UK),
which Skanska acquired in 2000. Their
operations focus on various types of
contracting work for the mining industry
and fall outside the core business of
Skanska.

The net sales of the businesses included
in the planned divestment were SEK 2.0
billion in 2003. The operations in question
have a total of about 8,400 employees.

The transaction is expected to have
an adverse effect of about SEK 100 M on
Skanska’s British operations, of which
SEK 85 M comprises a goodwill writedown.,
The loss was charged against the Group’s
earnings in the fourth quarter of 2003.

The transaction requires regulatory
approvals and is expected to be completed
during the first quarter of 2004.

Market

Construction investments continued to
decline in the Group’s main markets, except
for the United Kingdom and the Czech
Republic. The main reason for diminished
construction was the lower volume of
investment in industrial and commercial
construction. In the U.S., investment activity
in these fields was at a low level. Except for
the Private Finance Initiative (PFI) sector,
British investments in other segments of
importance to Skanska decreased. Residential
construction remained at a high level in the
Czech Republic, Finland and Russia, while
it fell in Norway and Sweden.

Civil construction in Skanska’s main
markets remained weak. In the Nordic
countries, civil construction was at an
unchanged level. In South America, the
market situation stabilized.

The increased vacancy rate in the markets
where the Group is active in commercial
project development will lead to a continued
cautious approach to investments in new
projects.

Ruling in tax case

A ruling of the Administrative Court

of Appeal approved the tax deductions
claimed by the Skanska Group related to the
decline in value of the Polaris Aircraft Leasing

limited partnership, in which Skanska is a
limited partner.

This overturned the previous ruling in
April 2001 of the County Administrative
Court, which had been in favor of the Tax
Authority and had disallowed the deductions.

Taking into account the change in tax
value of Skanska’s holding in the limited
parnership, the ruling in the Administrative
Court of Appeal had a positive impact of
about SEK 400 M on 2003 earnings. The cash
flow effect totaled more than SEK 750 M.

However, the Tax Authority has requested
a hearing in the Supreme Administrative
Court, and the case has thus not been finally
decided.

Alleged cartel

As a result of the Swedish Competition
Authority’s investigation of a number of
companies, among them Skanska, concerning
alleged collusive anti-competitive practices
related to contract tenders for asphalt

and paving contracts, in March 2003 the
Competition Authority filed suit against
11 companies with asphalt operations,
among them Skanska. The suit requested

a total amount of SEK 1.6 billion in fines
for alleged infringements of the Swedish
Competition Act, of which Skanska’s

share was SEK 664 M. Skanska denies the
Competition Authority’s allegations.

The case is unusually extensive. In
December 2003, Stockholm City Court
announced an “intermediate judgment”
concerning interpretations of Section 6 of
the Competition Act, in light of statements
to the effect that the National Road
Administration has participated in collusive
anti-competitive practices aimed at the
Administration’s own procurements. This
intermediate judgment is currently being
examined by the Market Court.

The amount of the fine demanded by
the Competition Authority, SEK 664 M, is
reported in Skanska’s financial statements
as a contingent liability, in light of the great
uncertainty that characterizes the outcome
of this legal action.

In Norway and Finland as well,
investigations by competition authorities
are underway concerning possible
involvement in anti-competitive activities in
the asphalt and civil construction sector.

Changes in accounting principles and
practices

In order to achieve uniform reporting of
current-asset properties, the principle for
reporting and classifying these properties
was changed.

Current-asset properties are reported as
commercial properties, other commercial
properties and residential properties.
Properties were previously reported divided
into “Properties in real estate business” and
“Other current-asset properties.”

Effective from 2003, divestment
of properties in Commercial Project
Development, “Other commercial
properties” and Residential Property
Development is reported on a gross basis.
The sale price is reported under “Net
sales” and the book value is reported under
“Construction, manufacturing and property
management expenses.” Previously, “Gain
on sale of properties in real estate business”
was reported on a separate line after “Gross
income.”

Writedown of project development
properties under Commercial Project
Development and other commercial
properties is also reported in gross income
as a construction, manufacturing and
property management expense. These
writedowns were previously reported on a
separate line after gross income.

As an adjustment to Recommendation
No. 22 of the Swedish Financial Accounting
Standards Council, “Presentation of Financial
Statements,” Skanska changed its reporting
of joint ventures.

All joint ventures in limited company
form are reported according to the equity
method. Previously, joint ventures in the
Construction and Services business stream
were reported according to the proportional
(pro-rata) method. This change means
that Gammon Skanska is now being
reported according to the equity method.
Construction consortia, which usually
operate in the form of partnerships, are
reported as in-house operations.

Comparative figures have been adjusted
accordingly.

Starting in 2003, pensions are reported
in compliance with Recommendation No.
29 of the Swedish Financial Accounting
Standards Council, “Employee Benefits.”

The effects of this change in accounting
principle were charged directly to
shareholders’ equity, which decreased by
SEK 1,110 M. Pension liabilities rose by
about SEK 1,600 M, and the Group’s net
interest-bearing liabilities rose by about SEK
1,360 M. Application of RR 29 means that
defined-benefit and similar pension plans
in all of the Group’s subsidiaries are now
reported according to common principles.
RR 29 has no nonrecurring effect on cash
flow, and the Group’s commitments in
each country are not affected by the change
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in accounting principle. Pensions were
previously reported according to the local
rules in each country. See note 2A.

A more extensive description of changes
in accounting principles can be found in
the “Accounting and valuation principles”
section of this Annual Report.

Transition to International Financial

Reporting Standards (IFRS)

Beginning in 2005, the Group will comply

with International Financial Reporting

Standards (IFRS, previously called IAS).

The Annual Report for 2004 will thus be the

last annual report prepared according to the

recommendations of the Swedish Financial

Accounting Standards Council.

The interim report for the first quarter
of 2005 and the Annual Report for 2005 will
contain a comparison between the Group’s
financial reports for 2004 in compliance
with TFRS and in compliance with the
Group’s existing accounting principles.

The recommendations of the Swedish
Financial Accounting Standards Council
have gradually moved closer to IFRS.
However, there are still 2 number of
differences between these recommendations
and IFRS. The number of differences is
increasing as a result of the changes in
IFRS currently being implemented. Not
all IFRS principles that will be applied in
2005 are available yet in their definitive
form. Swedish legislation is not yet fully
coordinated with IFRS. Based on what is
known today, the major differences between
the Group’s current accounting principles
and the coming IFRS principles will be the
following:

+ reporting of financial instruments, which
implies that a larger number of instruments
will be reported at fair value and also
tightens requirements for allowing the
reporting of hedging,

+ goodwill and certain intangible assets
will not longer be amortized on a
straight-line basis. Instead it will be
mandatory to examine each year whether
a need for writedowns exists.

The Group’s financial reports will also
be affected by changes in classification
requirements and information requirements
in compliance with IFRS. These changes
may also affect financial ratios. The
Group has not yet moved far enough in its
introduction of IFRS to be able to quantify
these changes, however.

The Group is currently reviewing its
reporting procedures to ensure that it can
collect the data needed for [FRS report-
ing. During the last quarter of 2004, the
Group intends to inform the stock market

and analysts in greater detail of what effects
the introduction of IFRS will have on the
Group’s financial reporting.

Events after the end of

the financial year

In January 2004. Skanska announced deci-
sions to divest some of the specialized
companies in Skanska Sweden as well as
portions of Skanska IT Solutions in Skanska
Services, whose businesses are not considered
part of the Group’s core operations. The
divestment process is intended to take place
during 2004 and 2005.

The companies affected are Skanska
Installation, Myresjéhus, Flexator and
Temporent, the portion of Skanska Pre-
fab that works with ground products and
Skanska Glasbyggarna plus the IT section and
central staff units of Skanska IT Solutions.

In 2003, the net sales of the businesses
included in the planned divestments were
SEK 3.6 billion. Capital employed amounted
to approximately SEK 1.1 billion. These
businesses have a total of about 2,100
employees.

Order bookings and backlog

Order booking declined by 10 percent and
amounted to SEK 121,128 M (134,625).
Adjusted for currency rate effects, order
bookings fell by 1 percent. This currency
rate effect is related to the increased value
of the Swedish krona against the currencies
of most of the Group’s home markets.

For comparable units, order bookings
declined by 2 percent. In terms of local
currencies, order bookings rose in such
units as Skanska USA Building, Skanska
USA Civil, Skanska Latin America, Finland
and Norway. In Sweden, the Czech Republic,
Poland, Denmark, United Kingdom and
Skanska Services, order bookings fell.

Order bookings and backlog
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Major orders received during the year
included the first privately financed highway
project in Norway, worth about SEK 1.6 bil-
lion, and a maintenance facility for subway
trains in New York City worth about SEK
1.4 billion.

A contract was signed to finance, design,
construct and handle operation (repairs
and maintenance) of the new acute hospital
in Derby, United Kingdom. The contract,
including a 35 year facilities management
agreement, is worth SEK 6.1 billion.

During 2003, a preferred bidder agree-
ment was signed in which Skanska BOT,
in consortium with another company,
was selected to carry out the UK’s largest
privately financed hospital project to date,
related to the redevelopment of two hospi-
tals in central London, St. Bartholomew’s
Hospital and The Royal London Hospital.

The assignment could become the larg-
est ever secured by Skanska and entails a
total undertaking comprising the design,
construction, operation and maintenance of
the hospitals, as well as investment and par-
ticipation in the consortium of owners that
will operate the hospitals during the 38 year
concession period.

The value of the construction project
is about SEK 13 billion (GBP 1 billion).
Skanska UK will be responsible for the
construction and will also participate in
providing operation and maintenance,
the value of which is not included in the
construction project. Skanska’s investment
amounts to approximately SEK 350 M. It is
expected that contracts and financing agree-
ments will be signed early in 2005.

Among other major orders were water
and wastewater treatment system contracts
worth SEK 3.0 billion altogether which
Skanska USA Civil received during the year.
Skanska Sweden was awarded the largest
contract for construction of a portion of
the Botniabanan rail project in northern
Sweden, worth SEK 1.3 billion. Skanska USA
Building was selected to complete the design
and construct the U.S. Census Bureau’s new
headquarters. Skanska USA Building also
received a number of major hospital and
school contracts.

Skanska Services signed a five-year
facilities management contract with SAAB
Aerospace worth about SEK 0.5 billion.



Order bookings and backlog

Order bookings Order backlog
Market, SEK M 2003 2002 2003 2002
Sweden 22,694 24352 13,797 14,535
Norway 9,165 8812 5690 6,116
Denmark 3608 4341 1999 1,761
Finland &
EasternEurope 9,873 9,193 6,202 5564
Poland 3,144 5003 2,730 3917

CzechRepublic 8816 9671 7426 8467
United Kingdom 13,384 16,521 17,182 20,414

USA Building 32,178 35,260 38,055 45,490
USACil 12,567 14791 17405 22252
SouthAmerica 2,401 2,103 2,087 2,040
Skanska

International

Projects 528 170 1,333 2,137
services 2,204 2672 2,387 2,386
Othermarkets 566 1736 98 86
Total 121,128 134,625 116,401 135,165

Order backlog

Order backlog declined by 14 percent to
SEK 116,401 M (135,165). Currency rate
effects account for 12 percent. For comparable
units, order backlog fell by 14 percent. In
local currencies, order backlog declined by
2 percent.

Of total order backlog, 86 percent was
related to operations outside Sweden. North
American operations accounted for 48 percent
of total order backlog.

Year-end order backlog was equivalent to
about one year of construction work.

Net sales

Net sales declined by 6 percent to SEK
132,879 M (142,033). Currency rate effects
had a negative impact of 9 percent on net
sales. Excluding currency rate effects, net
sales rose by 3 percent.

Net sales outside Sweden
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Of net sales, 27 percent were related to
operations in Sweden. For comparable units,
net sales declined by 8 percent. Excluding
currency rate effects, net sales rose by 1 per-
cent for comparable units.

Income

Gross income reached SEK 12,906 M
(11,581). This included income from busi-
ness operations as well as capital gains on
the sale of commercial and residential project
development properties. It also included
writedowns in project development opera-
tions and loss provisions in ongoing projects
as well as certain restructuring expenses.

Selling and administrative expenses
amounted to SEK 8,453 M (10,315). Selling
and administrative expenses also included
goodwill amortization and writedowns as
well as certain restructuring expenses. In
the comparative year, 2002, large goodwill
writedowns and large restructuring expenses
were charged to earnings.

Share of income from associated com-
panies mainly included Skanska’s share of
income from BOT operations as well as its
share of income from Gammon Skanska in
Hong Kong. In the comparative year, write-
downs of acquisition goodwill were charged
to earnings in Gammon Skanska.

Performance analysis
Jan-Dec Jan-Dec
SEKM 2003 2002

Net sales

Construction and Services 121,602 136,361
Commercial Project Development 8,861 2214
Residential Project Development 6,334 7,333

BOT 87 38
Central and eliminations -4,005 -3,913
Skanska Group 132,879 142,033

Operating income

Construction and Services 1685 2,263
Commerdial Project Development 3,061 1,049
Residential Project Development 298 377
BOT 27 -41
Central -484  -688
Closed-down operations 10 -262
Lump-sum writedown 0 -1,645
Etiminations -65 =72
Skanska Group 4,532 981
Net interest iterns -393 631
Other financial items -67 =277
Net financial items -460  -908
Income after financial items 4,072 73
Taxes -1,303 ~-856
Minority interests -8 -54
Net income for the year 2,761 -837
Earnings per share for the year 660 -2.00

Operating income amounted to SEK 4,532
M (981).

In Construction and Services, operating
income fell by 25.5 percent to SEK 1,685 M.

The Group’s Polish, Swedish, Czech and
South American operations as well as Skanska
Services showed an especially positive
trend of earnings. Operating income was
adversely affected by losses in Skanska’s Rus-
sian operations, lower business volume and
loss provisions on projects at Skanska USA
Building as well as poarer earnings in a few
Skanska USA Civil projects in California.
Earnings in British operations were affected
primarily by higher tender-related expenses
for PFI projects, but also by re-appraisals of
certain projects.

The operating margin in Construc-
tion and Services, excluding a lump-sum
writedown of acquisition goodwill in 2002,
amounted to 1.4 (1.7) percent.

Residential Project Development reported
a decline in operating income to SEK 298
M (377).

In Sweden and Norway, lower sales had
a negative impact on operating income. In
Swedish operations, expenses of about SEK
50 M for changes and improvements in the
design of ongoing projects and for market-
ing activities related to unsold residential
units were charged to operating income.
Norwegian operations reported lower oper-
ating income due to lower business volume.
Operations in the Czech Republic and Fin-
land increased or maintained their earnings
levels. In Polish operations, previously com-
pleted residential units are being sold and
no new project development is currently
underway. The divestment of the American
residential development company Spectrum
Skanska contributed to lower operating
income.

Commercial Project Development
increased its operating income to SEK 3,061
M (1,049), of which capital gains on the sale
of properties totaled SEK 2,399 M (294).

A number of large divestments of com-
pleted commercial projects were carried out
during 2003. The sale of the CityCronan
property in central Stockholm was completed.
The buyer was a German property investment
fund, and the sale price totaled about SEK
2.3 billion, with a capital gain of about SEK
1.1 billion. A portfolio of 10 properties in
the Stockholm and Oresund regions was
sold early in the year. The sale price was
about SEK 2 billion and the capital gain
totaled nearly SEK 0.5 billion. The buyer was
an American investment bank. The Haga-
porten property in the Stockholm suburb
of Solna, where the Skanska Group has its
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headquarters, was sold during the year to
a German fund for SEK 1.3 billion, with a
capital gain of SEK 0.3 billion. In conjunc-
tion with the sale, Skanska signed a ten-year
lease for about 70 percent of the property.
The Group will continue to have its head-
quarters in the building.

BOT increased its operating income
from SEK —41 M to SEK 27 M.

Skanska BOT develops and invests in
privately financed infrastructure projects
in cooperation with Skanska’s construction
units. BOT is part owner in 11 projects, of
which 3 are completed and in operation.

Corporate overhead shrank to SEK 484 M
(-688).

The item “Closed down operations”
includes Skanska Telecom Networks, which
was discontinued in 2002.

Operating income, SEK M
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7 Operations excluding gain on sale
of commercial properties
= Operating income, rolling 12 months

Income after financial items

Income after financial items totaled SEK
4,072 M (73). Net financial items improved
to SEK —460 M from SEK —908 M. As a con-
sequence of lower debt, net interest items
improved to SEK-393 M (-631). During
the year, Skanska capitalized interest of
SEK 84 M (144) in its residential and com-
mercial project development operations,
among other operations. Other financial
items amounted to SEK ~67 M (-277). The
comparative year included expenses to safe-
guard commitments and cover deficits in
the Group’s Swedish pension funds.

Net profit for the year
After subtracting the year’s tax expenses
of SEK 1,303 M, net profit for the year
amounted to SEK 2,761 M (-837). The tax
rate amounted to 32 percent. The reason for
the Group’s low tax rate is that a relatively
large share of earnings in 2003 comes from
countries in Europe with lower corporate
tax rates than in the United States. Another
reason was a tax repayment that reduced
taxes by about SEK 400 M, due to the
Administrative Court of Appeal’s ruling
concerning previously claimed tax deductions
(the “aircraft leasing” cases).

Net profit per share totaled SEK 6.60
(-2.00).

SEK Earnings per share
14r

4L 1999 2000 2001 2002 2003

Commercial Project Development and
Residential Project Development

At year-end, there were about 6,100 residen-
tial units under construction, of which 71
percent were sold. The number of unsold
completed residential units was about 470.

The book value of current-asset proper-
ties in Residential Project Development
totaled SEK 3.4 billion. The book value of
undeveloped land and development proper-
ties mainly for housing construction totaled
about SEK 2.0 billion, which was equivalent
to building rights for about 20,000 residential
units. The divestment of Spectrum Skanska
decreased book value by SEK 0.9 billion.

Commercial Project Development has
seven projects underway, five of them in
Sweden. During the year, Skanska sold a
large number of fully developed commercial
projects for a total of about SEK 7.6 billion,
with a capital gain amounting to SEK 2.4
billion.

Ongoing projects represent leasable
space of 89,000 sq. m (958,000 sq. ft.) and
are 55 percent pre-leased. At the end of 2003,
their book value totaled SEK 0.5 billion
(1.6). Their book value upon completion
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is expected to total SEK 1.1 billion, with an
estimated market value of SEK 1.4 billion.
Expected vield, based on book value, was
estimated at 10 percent.

Book value

SEK M 2003 2002

Commercial space 9,249 12,610

Other commercial properties 1,051 2, 129

Residential units 3,394 4814
13,694 19,544

Operating net for completed commercial
space amounted to SEK 750 M (789), which
was equivalent to an operating net margin
of about 66 {69) percent.

Skanska’s estimate of the market value of
finished properties on December 31, 2003,
which was partially carried out in collabora-
tion with external appraisers, indicated a
market value of approximately SEK 8.8 billion
(11.1), including partly owned properties.
The corresponding book value in the con-
solidated financial statements was SEK 5.7
billion (7.2). The occupancy rate in terms of
rent amounted to 87 percent.

Including projects that were reported as
completed on January 1, 2004, estimated
total market value amounted to some SEK
9.4 billion, with a corresponding book
value of SEK 6.2 billion. The book value of
Skanska’s undeveloped land and develop-
ment properties for commercial construction
totaled about SEK 2.6 billion (1.9).

After the redistribution of book value
from “Properties in real estate operations”
and “Other current-asset properties” to
the Residential Project Development and
Commercial Project Development business
streams, a number of commercial projects
remain in Construction and Services while
awaiting divestment.

These projects, labeled “Other commercial
properties,” were reported in the Construction
and Services business stream. Gain on sale
of properties amounted to SEK 72 M (80).
Book value at year-end was SEK 1,051 M.

Investments

The Group’s investments totaled SEK 6,927
M (9,696) and its divestments totaled

SEK 13,841 M (7,483) during the year. Net
divestments thus amounted to SEK 6,914 M
(-2,213).



Investments

Operations 2003 2002
Investments

Intangible fixed assets -51 ~52
Tangible fixed assets -1,309 -1,636
Assets in BOT operatioqs"____‘ »113_:”522

Shares 15 0

Residential units -3,772  -4,692
Commercial space -1,600 -2,198
-6,832 -9,157
Divestments
Intangible fixed assets 4 9
Tangible fixed assets 381 522
Assets in BOT operations 1 0
Residential units 4,581 5,328
Commercial space 8,375 1,273
13342 7,132
Net investments in operations 6,510 -2,025
Strategic investments
Investments
Businesses -90 -498
Shares -5 -41
-95 =539
Divestments
Businesses ) 66 0
Shares e 33 351
499 351
Net strategic investments 404 -188
Total net investments 6,914 -2,213

Residential Project Development reported
net divestments of SEK 809 M during the
year. Divestments of completed residential
projects during 2003 totaled SEK 4,581 M,
while investments amounted to SEK 3,772
M. The volume of divestments and invest-
ments declined significantly compared to
the preceding year.

Commercial Project Development
reported net divestments of SEK 6,775 M.
Investments amounted to SEK 1,600 M and
divestments SEK 8,375 M. The volume of
divestments rose sharply during the year.

Investments in fixed assets fell to SEK
1,309 M (1,636) and were related to ongoing
replacement investments in business opera-
tions.

Net divestments in operations amounted
to SEK 6,510 M (-2,025).

Skanska acquired businesses worth SEK
95 M and sold businesses and shares worth
SEK 499 M. Among the acquisitions were
the American company BFW Construc-
tion and the remaining shares in Bayshore
Concrete Company as well as the Slovakian
company Banské Stavby and acquisitions of
companies in the Services sector.

Divestments included the sale of Skanska’s
shareholding in Nobia and the sale of its
operations in Latvia, Lithuania and Hungary,

as well as the sale of the Group’s holding
in the partly owned Norwegian company
Contiga A/S.

Net strategic investments thus totaled
SEK 404 M (~188).

The Group's cash flow
Cash flow for the year improved from SEK
—-2,072 M to SEK 1,888 M.

Cash flow

SEK M 2003 2002

Cash flow from business
operations before change

in working capital 3442 4278
Change in working capital 913 -1
Netinvestments

in business operations 6,510 -2,025
Adjustment in payment dates of

net investments! 48 1,142
Taxes paid in business operations -943 -1/428

Cash flow from business operations 9,970 1,966

Net interest items and
other financial items -430 -668

Change in interest-bearing
receivables and liabilities -8,067 -1,115

Taxes paid in financing operations 135 156
Cash flow from

The main explanation for the year’s
negative cash flow of SEK —8,362 M (~1,627)
from financing operations is that a large
proportion of the positive cash flow from
business operations was used to pay off
interest-bearing debt.

The positive cash flow of SEK 1,114 M
(~1,105) from strategic net investments
was mainly attributable to the divestment
of Skanska’s shareholding in Nobia as well
as the repayment of more than SEK 750 M
from the Tax Authority due to the rulings of
the Administrative Court of Appeals related
to the “aircraft leasing” cases.

Financing and liquidity

At year-end 2003, the Group had an inter-
est-bearing net asset position, including
provisions, amounting to SEX 150 M, com-
pared to net interest-bearing debt of SEK
9,376 M at the end of 2002. Net interest
items, before taking into account capitalized
interest, amounted to SEK ~477 M (=775).
The change is mainly attributable to a sharp
change in the relationship between interest-
bearing assets and liabilities, as well as lower

financing operations -8362 -1,627 interest rates in most home markets.
Cash flow from operations 1,608 339 Interest-bearing assets rose to SEK 10,241
M (7,749). Of these assets, receivables in
Net strategic investments _.A04  -188  foreign currencies accounted for 49 (76)
zfr);etzgiacl?nsgs?r?en « 720 g1y  percent The average fixed-interest period
Cash flow from net for all of the Group’s interest-bearing assets
strategic investments 1144 -1105 was 0.1 (0.2) year, and the interest rate
averaged 2.66 (2.78) percent.
Dividend etc. -864 -1,306
Cash flow for the year 1,888 -2,072 Change in interest-bearing net debt
Liquid assets, January 1 5763 8,630 Based on the Group's operating cash flow statement
Exchange rate differences 2003 2002
in liquid assets -614 -795 Net debt, January 1 -9376 -7.376
Liquid assets, December 31 7,037 5763 Change in accounting principle for
pensions in compliance withRR29  -1,362

1 “Adjustment in payment dates of net investments”
refers to payments made during the year in question
related to investments/divestments in prior years, ar unpaid
investments/divestments related to the year in question.

Cash flow from business operations rose from
SEK 1,966 M to SEK 9,970 M, an increase
of SEK 8,004 M. Cash flow from changes in
working capital improved, while cash flow
from underlying operations was lower than
in 2002. Advance payments related to PFI
projects in the United Kingdom and a number
of large payment settlements of outstanding
accounts payable contributed to the improve-
ment in cash flow from working capital.

The large volume of property divest-
ments in Commercial Project Development
and Residential Project Development was
reflected in cash flow from net investments
in business operations.

Cash flow from business operations 9,970 1,966

Cash flow from financing operations
excluding change in interest-bearing

liabilities and receivables -285 -512
Cash flow from strategic investments 1,144 -1,105
Dividend etc -864 -1306
Interest-bearing liabilities

acquired/divested 846 -175
Change in interest-bearing

pensions, 2002 - -656
Other reclassifications -459 247
Transtation differences 427 -389
Other 119 -70
Net debt, December 31 150 -9,376

The Group’s interest-bearing liabilities

and provisions decreased to SEK 10,091 M
(17,125). The average fixed-interest period for
all interest-bearing liabilities was 1.1 (0.8)
year, and the average maturity for interest-
bearing liabilities amounted to 2.2 (2.4) years.
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The average interest rate for all Group
interest-bearing liabilities amounted to 4.62
(5.16) percent at year-end. The proportion
of loans in foreign currencies decreased to
33 (48) percent.

At year-end, the Group’s unutilized credit
facilities amounted to SEK 5,227 M (5,541).

Currency hedging

The Group consists mostly of business units
with operations in their respective home
market and with transactions mainly in
local currency.

In those cases where contracted inflows
in foreign currencies are not offset by out-
flows in the same currency, the foreign cur-
rency is sold by means of forward contracts.

The Group’s earnings are marginally
affected by this hedging measure.

Unrealized gains and losses in forward
contracts are part of the valuation of each
project. Shareholders’ equity in foreign sub-
sidiaries is normally not currency hedged,
since these sums are regarded as invest-
ments of a long-term nature. Exceptions
may occur, however. Given the large scale
of the shareholders’ equity denominated in
American dollars, the shareholders’ equity
of the Group’s U.S. subsidiaries is currency-
hedged. Skanska’s portion of the sharehold-
ers’ equity in two former property compa-
nies in the United Kingdom has also been
currency-hedged. In Commercial Project
Development and BOT operations, invest-
ments are normally financed through loans
in functional or local currencies.

Return on shareholders’ equity and
capital employed

In keeping with the Group’s strategic plan,
capital employed was gradually reduced.
The plan that was presented in January 2003
estimated that the Group’s capital employed
could be decreased to SEK 30 billion. SEK
16 billion was allocated to Construction and
Services, SEK 3 billion to Residential Project

Capital employed by business stream

Development, SEK 8 billion to Commercial
Project Development and SEK 3 billion to
BOT.

Capital employed was sharply reduced
during the year. In Construction and Services
as well as Residential Project Development,
capital employed dropped below the tar-
get figure, while the Commercial Project
Development business stream approached
its target figure. BOT operations are in a
build-up phase.

At year-end 2003, the Group’s capital
employed amounted to SEK 24,460 M
(31,640).

Return on capital employed rose from
4.2 per cent to 17.1 percent.

Return on equity and
return on capital employed

2002
W Capital empoyed

2000 2001 2003

i~ Equity

-10

The sharcholders’ equity of the Group
decreased to SEK 14,169 M (14,217), divid-
ed into SEK 11,267 M (11,532) of unre-
stricted equity and SEK 2,902 M (2,685} of
restricted equity. Provisions to restricted
equity amounted to SEK 0 M (0). The main
explanations for the drop in shareholders’
equity were the payment of a dividend of
SEK 837 M for the 2002 financial year and
the application of Recommendation No. 29
of the Swedish Financial Accounting Stan-
dards Council, “Employee Benefits,” which
had a nonrecurring negative effect of SEK
1,110 M. Beyond this, negative currency
translation effects on the shareholders’

Residential Commercial

Construction Project Project
and Services Development Development BOT Central Total
Intangible fixed assets 4,304 8 0 387 19 4,718
Tangible fixed assets 6,657 46 I 19 6,730
Shares and participations 739 98 63 720 -170 1,450
Commercial properties 1,051 0o 9,485 0 -236 10,300
Residential properties 16 3,391 0 0 -13 3394
Interest-bearing receivables 1,673 213 140 95 1,083 3,204
Net working capital ) -8,282 -963 -314 21 -2,835 —12!373
Cash & bank balances 3,371 138 78 19 3431 7,037
Capital employed 9,529 2,931 9,459 1,243 1,298 24,460
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equity of foreign subsidiaries, taking into
account currency hedging measures, totaled
about SEK 900 M.

Return on shareholders’ equity amount-
ed to 19.5 (-5.2) percent.

Equity/assets and debt/equity ratio
The visible equity/assets ratio rose from 18.9
percent to 21.5 percent. One contributing
reason for the increase in the equity/ assets
ratio was the Group’s systematic effort
during the year to reduce capital employed
and thereby total assets.

Because of the reduction in net debt, the
debt/equity ratio declined from 0.6 to 0.0.

Equity/assets and debt/equity ratio
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Changes in the Board and
management

At the Annual Shareholders’ Meeting in
May 2003, Board members Per-Olof Eriks-
son and Eliot Cutler resigned. Elected as
new members were Ulrika Francke and Jane
Garvey as well as Stuart Graham, President
and CEO.

Among the Board members appointed
by employee organizations, no changes
occurred.

In April, Daniel Johannesson, Executive
Vice President, left the Senior Executive
Team.

In August, Keith Clarke, Executive Vice
President, resigned from the Senior Executive
Team. In June, Tor Krusell was appointed
Senior Vice President Human Resources and
a member of the Senior Executive Team.
After this, the Senior Executive Team has the
following structure and allocation of chief
responsibility for the business units reporting
directly to it:

Stuart Graham, President and CEQ, is
responsible in the Group’s Senior Executive
Team for Skanska USA Building, Skanska
USA Civil och Skanska Services.



Hans Bigrck is Executive Vice President
and Chief Financial Officer (CFO).

Thomas Alm, Executive Vice President,
is responsible in the Senior Executive Team
for the operations of Skanska UK, Skanska
Latin America, Skanska International and
Skanska BOT.

Johan Bergman, Executive Vice President,
is responsible in the Senior Executive Team
for the operations of Skanska Poland as well
as for Skanska Project Development Sweden
and Skanska Project Development Europe.

Johan Karlstrém, Executive Vice President,
is responsible in the Senior Executive Team
for Skanska Sweden, Skanska Denmark,
Skanska Norway, Skanska Finland and
Skanska CZ {Czech Republic).

Tor Krusell is Senior Vice President
Human Resources.

The work of the Board of Directors
The work of the Board follows a yearly
agenda, which is established in the Board’s
rules of procedure. In preparation for each
Board meeting, the Board receives carefully
compiled information in a format estab-
lished by the Board. These procedures are
aimed at ensuring that the Board receives
relevant information in preparation for all
Board meetings. All information is formu-
lated in the English language.

The Board of Directors consists of nine
members elected by the Annual Sharehold-
ers’ Meeting plus three members and
three deputies for these, appointed by the
employees. During the year, the Board held
eight meetings. At its October 2003 meeting,
the Board visited the Group’s operations in
the United States, including a work site visit
to view Skanska’s construction of the new
high-speed rail connection to John F. Ken-
nedy Airport in New York City.

Among the more important issues that
the Board dealt with were strategic issues,
financial reporting and governance of the
Group’s operations.

The Board has appointed from among
its own members a Compensation Commit-
tee and an Audit Committee. During 2003
the Board also established a special Project
Review Committee, which has the Board’s
mandate to make decisions on major
construction projects, purchases and divest-
ments of properties and investments in BOT
projects. The Project Review Commiittee,
like the Compensation and Audit Commit-
tees, routinely reports to the Board at each
meeting, in accordance with the mechanisms
specified in the Board’s rules of procedure.

The Company’s auditors are present at the
meeting each February dealing with the
annual financial statements, in order to
report their observations from the auditing
task directly to the Board.

The company’s auditors were present at
all meetings of the Audit Committee.

The committees of the Board have the
following composition: The Compensation
Committee consists of Sverker Martin-Lof,
Chairman, and Arne Mértensson, with the
President and CEO as rapporteur. The Audit
Comumittee consists of Anders Nyrén, Chair-
man, and Finn Johnsson, with the Chief
Financial Officer (CFO) as rapporteur.

The Project Review Committee consists
of Sverker Martin-L6f, Chairman, Roger
Flanagan, Anders Nyrén and Nils-Erik
Pettersson, with the President and CEO as
rapporteur.

Research and development

During the 2003 financial year, the Group’s

scientific research shifted toward imple-

mentation of earlier research findings in its
business units.

Total development work is difficult to
quantify, since such expenses are often
included in ongoing projects.

To reinforce and enhance Skanska’s posi-
tion as a leading international construction
company, access to knowledge plays an
increasingly large role. Research and devel-
opment may be regarded as an advanced
knowledge bank, which can give Skanska
an advantage over its competitors if prop-
erly utilized. In an organization containing
many geographic home markets on four
continents, effective transfer of knowledge
between the various business units is of
strategic importance. Skanska is therefore
devoting ever greater resources to building
up knowledge and knowledge networks,
including the implementation of best
practices in its projects.

Some interesting projects that have
benefited from Skanska’s research and
development program are:

+  Minimization of moisture risks in develop-
ment of buildings — 4M (moisture, mold,
materials & methods) — including analysis
of construction processes in the Nordic
markets and in the United States and the
development of methods and systems that
will reduce the risks of future moisture-
related problems.

+ Further development of Skanska’s
Operational Risk Assessment (ORA)
system — whose methodology has been

developed with the aid of scientific
experts.

+ Second opinions in technically compli-
cated projects, aided by scientific experts.

¢ Establishment of a major European
research project with 32 partners on
analysis and reinforcement of bridge
structures, in which Skanska has been
assigned responsibility for project
management.

The environment

More than one third of the Group’s projects
maintain higher environment standards
than required by law in each respective
country. Foresighted customers often take
the initiative for such projects, but equally
often Skanska does so.

Much of this trend is attributable to the
1SO 14001 -certified environmental manage-
ment systems that cover more than 95 per-
cent of the Group’s operations. Follow-ups
occurred during 2003 by means of more than
1,500 internal and 140 external environ-
mental audits, a deliberate reduction com-
pared to the previous year due to greater
efficiency. No significant non-conformities
were reported by the external auditors.

Operations in Sweden include a few
facilities that are required to obtain per-
mits and submit registration documents.
Their environmental impact is relatively
minor and does not cause more than small
quantities of atmospheric emissions and
discharges to water.

For a more detailed description of
Skanska’s sustainability work, see the 2003
Sustainability Report and the related infor-
mation posted on Skanska’s Internet web
site, www.skanska.com.

Ethics

During 2003, the introduction of Skanska’s
Code of Conduct and its principles continued
at all levels. This work included the publica-
tion of a Code of Conduct Guideline, large-
scale training programs as well as a follow-
up and reporting system.

The Guideline document has two
purposes: providing further information
on interpreting the Code of Conduct and
providing back-up for the process of intro-
ducing the Code of Conduct at Skanska’s
business units.

A number of business units have carried
out employee training programs. During
2003, for example, Skanska’s units in Sweden
implemented business ethics training for
about 2,500 managers, mainly focusing on
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competition rules and corruption legislation.
As part of the Group’s training programs,
the Code of Conduct has been translated to
all languages used in the business units.

The task of developing a program for
following up and reporting on compli-
ance with the Code of Conduct is currently
underway.

Personnel

The average number of employees in the
Group during the year was 69,669 (72,698).
This included 14,236 (15,014) employees in
Sweden.

The Group’s human resources departments
were strengthened during 2003 by increased
activities at the corporate level, supplemented
by closer collaboration with activities being
carried out in Skanska’s line operations.
One of the most important goals of the
Group’s strategy is to attract and retain the
best employees in the market. The review of
the Group’s talent management program,
that began in 2002 thus continued during
2003, and the announced changes in the
program have taken shape. The new manage-
ment development tool has been used on
the 250 highest executives in the Group.
They were assessed and received feedback on
such important characteristics as customer
focus, leadership qualities and technical and
business skills.

One important element of the program
is to ensure that future high-level manag-
ers possess a knowledge and understanding
of what is required to be top executives at
Skanska. The Group has thus established
contact with the International Institute
for Management Development (IMD) in
Switzerland, which will provide suitable tools
as well as train all new senior executives in
their new role. The first program, including
participants from all four business streams,
started in November.

Options

Thirty-one senior executives hold a total of
3,540,000 employee stock options, divided
into two programs. The 2000-2005 employee
stock options encompass 1,236,000 options
with an exercise price of SEK 94.40. The
2001-2006 employee stock options consists
of 2,304,000 options with an exercise price
of SEK 128.

The option programs encompass synthetic
options and settlement will take place in
cash. The options were provided free of cost
and may only be exercised on the condition
that the person is still employed by Skanska
on the exercise date or has retired with a
pension. Those who receive stock options
may not transfer the right to exercise them.

The synthetic option programs are
reported in the balance sheet as a provi-
sion if the market price of a Skanska Series
B share on the balance sheet exceeds each
respective exercise price. The change in
this provision during the year is included
in the income statement and is reported as
a personnel expense. Because the market
price on December 31, 2003 was below the
exercise price, no such personnel expense
was reported.

Most of the obligations that the synthetic
option programs may cause, if the market
price of a Skanska Series B share exceeds
the respective exercise price on the balance
sheet date, have been hedged with the aid
of equity swaps related to shares in Skanska
AB. The difference between the market price
on the balance sheet date and the initial
prices of the swap agreement is reported
directly against shareholders’ equity.

The market price of a Skanska share on
December 31, 2003 was below the exercise
prices related to the equity swaps. The year’s
change of about SEK 42 M was reported
directly against shareholders’ equity. The
option programs do not result in any dilution
of shareholders’ equity.

Annual Meeting
The Annual Shareholders’ Meeting of
Skanska AB will be held at 5:00 p.m. on
March 30, 2004 at the Berwald Hall, Dag
Hammarskjolds vég 3, Stockholm. Sweden.
The nomination committee of Skanska
AB consists of Sverker Martin-Léf, Chair-
man of Skanska AB and Vice Chairman of
AB Industrivirden; Carl-Olof By, Executive
Vice President of AB Industrivirden; Staffan
Grefbick, Head of Investment Management
at Alecta; Per Ludvigsson, President of Inter
IKEA Investment AB; Mats Guldbrand,
Equities Manager, AMF Pension; and Curt
Killstromer, Head of the Chairman’s Office,
Svenska Handelsbanken.

Proposed dividend

The Board of Directors proposes a regular
dividend of SEK 3.00 (2.00) for the 2003
financial year, which is equivalent to a total
payment of SEK 1,256 M (837).

The regular dividend shall reflect the
portion of estimated sustained profit after
taxes that is not needed to develop the Group’s
core business. The ambition is that the
dividend shall grow over time. Based on the
Group’s foreseeable capital needs, surpluses
in shareholders’ equity shall be transferred
in an effective way to the shareholders.
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Parent Company

Profit for the year amounted to SEK 1,416 M
(1,189). The average number of employees
was 56 (56).

Market outiook

Construction investments remain weak in
Skanska’s main markets, except for the Czech
Republic and Private Finance Initiative
(PFI) projects in the United Kingdom. The
main reason for diminishing construction
activity is the low volume of investment in
industrial and commercial construction. In
the U.S., investment activity in industrial
and commercial construction is at a low
level. This was previously offset by projects
in the healthcare and education sectors, but
lower public appropriations are expected to
have adverse effects in these sectors as well.
Industrial construction in the U.S. is expected
to increase at the sarne pace as private invest-
ments. Swedish construction is decreasing
due to lower activity in commercial building.
Except for PFI project volume in the UK,
British investments in other segments of
importance to Skanska are decreasing. The
Polish commercial construction market is
beginning to show some signs of recovery,
but the competitive situation is difficult.

Residential construction remains at a
high level in the Czech Republic, Finland
and Russia. In Norway, the demand for
housing units rose during the second half of
2003. In Sweden, most residential construc-
tion today consists of units in the medium
and lower price segments, for which there is
heavy demand.

Civil construction in Skanska’s main
markets is showing certain signs of slow
recovery. American civil construction is
expected to diminish over time as a conse-
quence of large budget deficits in individual
states. However, New York City and vicin-
ity, where Skanska has a strong position in
infrastructure construction, is expected to
outperform the U.S. as a whole in the next
few years. In Finland, civil construction is
increasing. In Sweden, the government’s
declaration that it intends to step up its
infrastructure investments has generated
hopes. The Czech Republic and Poland are
expected to show some growth. In South
America, the market situation has stabilized,
with a good outlook for power transmission
projects in the oil and gas industries, which
are important sectors for Skanska’s operations
in this region.

The high vacancy rate in the markets
where Skanska is active in commercial proj-
ect development will lead to a continued
cautious approach to investments in new

projects.



Consolidated income statement

SEK M Note 2003 2002
Net sales 6,7 132,879 142,033
Construction, manufacturing and

property management expenses 7 -119,973 -130,452
Gross income 12,906 11,581
Selling and administrative expenses 10 -8,453 ~-10,315
Income from joint ventures 21 8 =277
Income from associated companies 22 -4 -8
Operating income 8,9, 11,12, 23, 35, 36, 38 4,532 981
Income from associated companies 13,22 2 o _5
Income from other financial fixed assets 12,13 -601 -473
Income from financial current assets 13 209 476
Interest expenses and similar items 13 -70 -916
Income after financial items 14 4,072 73
Taxes on profit for the year 16 -1,303 -856
Minority interests -8 -54
Net profit for the year 2,761 -837
Net profit per share, SEK 43 6.60 -2.00
Average number of shares 26,43 418,533,072 418,533,072
Proposed dividend per share, SEK - 300 2.00

Seenotes 1, 2, 3,4, 5, 33,37, 39,40, 41, 42, 43, 44.
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Consolidated balance sheet

SEK M Note 12003 2002

ASSETS

Intangible fixed assets 17

Goodwill o 4259 5360

Other intangible fixed assets 14 459 481

Total intangible fixed assets 4,718 5,841

Tangible fixed assets 18, 38

Buildings and land ] 2,144 2,417

Machinery and equipment 4482 5286
Construction in progress 104 105

Total tangible fixed assets 6,730 7,808

Financial fixed assets 19

Holdings in joint ventures 21 1,289 ) 1,3_42

Receivables from joint ventures 37 224 196

Holdings in associated companies 22 &8 129
Receivables from associated companies 37 0 17

Other long-term holdings of securities 76 547

Deferred tax claims 16 1539 1621
Other long-term receivables 38 1,732 645

Total financial fixed assets 4,945 4,497

Total fixed assets 16,393 18,146

Current-asset properties 14,23

Commercial Project Development 9249 12,610
Other commercial properties 1,051 2ﬁ1_2£
Residential Project Development 3,394 4814

Total current-asset properties 13,694 19,544

Inventories 24 828 865

Current receivables 25

Accounts receivable 7 18,481 21,499

Current receivables from joint ventures 37 522 219

Current receivables from associated companies 37 10 5

Recognized but non-inveiced revenue 7 4814 4,896

Tax claims 16 415 310
Other current receivables 3,254 3,885

Prepaid expenses and accrued revenues 1,290 1,616

Total current receivables 28,786 32,430

Short-term investments 218 303

Cash and bank balances 6,819 5,460

Total current assets 50,345 58,602

ASSETS 31 66,738 76,748

of which, interest-bearing assets 30 10,241 7,749

Seenotes 1,2, 3,4, 5,33,39,40,41, 42,43, 44,
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SEKM Note 2003 2002
SHAREHOLDERS’ EQUITY AND LIABILITIES
Shareholders’ equity 26
Capital stock 1,256 1,256
Restricted reserves 1,646 1,429
Restricted equity 2,902 2,685
Unrestricted reserves 8,506 12,369
Net profit for the year 2,761 -837
Unrestricted equity 11,267 11,532
Total shareholders’ equity 14,169 14,217
Minority interests 200 298
Provisions 27
Provisions for pensions and similar commitments 28 2,058 934
Provisions for taxes 16 3,104 2,317
Other provisions 3,230 3,078
Total provisions 8,392 6,379
Long-term liabilities, interest-bearing 29
Bond loans 5774 7,220
Liabilities to credit institutions 973 6274
Liabilities to associated companies 37 6o 8
Other liabilities 435 343
Total long-term liabilities, interest-bearing 7,182 13,845
Current liabilities 29
Liabilities to credit institutions 691 1,280
Advance payments from customers 7 1,510 986
Accounts payable 14,018 16,540
Liabilities to joint ventures 37 14 42
Liabilities to associated companies 37 6 8
Tax liabilities 16 - 57 447
Invoiced but non-recognized revenue 7 9311 10,175
Other liabilities 3,851 5,283
Accrued expenses and prepaid revenues 6,822 7,248
Total current liabilities 36,795 42,009
SHAREHOLDERS’ EQUITY AND LIABILITIES 31 66,738 ‘ 76,748
of which interest-bearing liabilities and provisions 30 10091 17,125
Assets pledged 32
Mortgages and comparable collateral

for own liabilities and provisions 637 1,226
Other assets pledged and comparable collateral 778 568
Total assets pledged 1,415 1,794
Contingent liabilities 32,37 18,721 18,812

Seenotes 1, 2,3,4,5,33,37,39, 40,41, 42, 43,44,
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Consolidated statement
of changes in shareholders’ equity

Net Total share-
Capital  Restricted Unrestricted  profit for holders’

SEKM stock reserves reserves the year equity
Shareholders' equity,

December 31, 2001 1,256 1,428 15,165 22 17,871
Transfer of net profit for 2001 22 -22 0
Balance, January 1, 2002 1,256 1,428 15,187 0 17,871
Equity swaps for employee stock options -85 -85
Exchange rate differences 0 -1921 -1,921
Currency hedging 445 445
Total changes in shareholders’ equity

not reported in income statement 0 -1,561 -1,561
Transfer between restricted and

unrestricted equity 1 -1 0
Dividend -1,256 -1,256
Net profit for 2002 -837 -837
Shareholders’ equity,

December 31, 2002 1,256 1,429 12,369 -837 14,217
Transfer of net profit for 2002 -837 837 0
Effect of change in

accounting principle, Note 2 -1,110 -1,110
Adjusted balance, January 1, 2003 1,256 1,429 10,422 0 13,107
Equity swaps for employee stock options 42 42
Exchange rate differences -10  -1,700 -1,710
Currency hedging 806 806
Total changes in shareholders’ equity

not reported in income statement -10 -852 ~-862
Transfer between restricted and

unrestricted equity 227 -227 0
Dividend -837 -837
Net profit for 2003 2,761 2,761
Shareholders’ equity,

December 31, 2003 1,256 1,646 8,506 2,761 14,169
See note 26.
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Consolidated cash flow statement

SEKM Note 2003 2002 SEKM Note 2003 2002
Business operations Change in interest-bearing net debt
Operatingincome 4532 981 Netdebton January 1 9,376 -7,376
Adjustments for items notincluded in cash flow 1,090 3,297 Cash flow from business operations 11,062 3,729
Taxes paid -925  -1,401 Cash flow from financing operations excluding
Cash flow from business operations before change in interest-bearing receivables 52 -2,868
change in working capital 2,517 2,877 Cash ﬂovx_/ frpm ﬁnancing operations excluding
Cash flow from change in working capital }_,gh@ng’g__\r) ‘mt_ergs_?_jpggr)ng liabilities : -1,159 -1818
Acquisitions of current-asset properties -5353 -6,946 Change |n.accounltmg principle for pensions
- - - in compliance with RR 29 -1,362
Divestments of current-asset properties 12,985 7,799 — - -
Change in inventories and operating receivables 481 4,731 Change in interest-bearing pensions 656
gel Ories and operating ' ’ Other reclassifications 459 247
Change in operating liabilities 432 -4,732 Net debt acquired/retired 846 175
Cash flow from change in working capital 8,545 852 Exchange rate differences 427 7389
Other reclassifications 119 -70
Cash flow from business operations 11,062 3,729 Net debt on December 31 150 -9.376

Investment operations Consolidated operating cash flow statement

Acqu?s?t?ons of IGroup.companies > 90 __-498 Cash flow from business aperations before
Acquisitions of intangible fixed assets =51 -52 _ change in working capital and taxes paid 3,442 4278
Acquisitions of tangible fixed assets -1,309 -1,636 Change in working capital excluding
Acquisitions of assets in BOT operations -115 -579 current-asset properties 913 -1
Acquisitions of shares 10 -41 Net investments in business operations 6,510 -2,025
Increase in interest-bearing receivables, Cash flow effect, adjustment in payment
] 9
loans provided -1423 -1262 dates of net investments! 48 1,142
Divestments of businesses 5 66 0 cash flow before taxes paid 10,913 3,394
Divestments of intangible fixed assets 4 3 Taxespaidin business operations -943 1,428
Divestments of tangible fixed assets - 381 522 ah flow from business operations 9,970 1,966
D!vestments of assets in BOT operations 1 0 Net interest items and other financial items 430 -668
Divestments of shares : IS =< SN =L Change in interest-bearing receivables
Decrease in interest-bearing receivables, and liabilities -8,067 -1,115
repayments of loans provided 164 1119 Taxes paid in financing operations 135 156
Taxes paid 722 ~944 Cash flow from financing operations -8,362 -1,627
Cash flow from investment operations -1,207 -3,011 Cash flow from operations 1608 339
) ] Net strategic investments 404 -188
Fma'ncmg operatlons Taxes paid on strategic investments 740 -817
gff: mtf?reg[ ‘.TE[T[S _323 _6; Cash flow from strategic investments 1,144 -1,105
SLinoncs Tems ‘ L pividend etc. 864 -1,306
Borrowings 552 2614 Cach flow for th 1858 2073
Refirement of debt 7360 3,586  cashilowforthe year 998 =4
Dividend paid -837 _-1,256 1" Adjustment in payment dates of net investments” refers to payments made during the year in
Distributed to minority interests -27 -50 question related 10 investments/divestments in prior years, or unpaid investments/divestments
Taxes paid ) 135 156 related to the year in question.

Cash flow from financing operations 7.967 -2,790

Cash flow for the year 1,888 -2,072
Liquid assets on January 1 5,763 8,630
Translation differences in liquid assets -614 -795
Liquid assets on December 31 7,037 5763

See note 34.
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Parent Company

income statement

Parent Company
cash flow statement

SEKM Note 2003 2002 SEKM 2003 2002
Netsales 6 127 219 Business operations
Construction, manufacturing and Operating income ) -185 =371
property management expenses -3 o  Adjustmentsforitems notincludedincashflow 4 7
Gross income 124 219  Texespaid 146 336
Cash flow from business operations before
Selling and administrative expenses -309  ~590 change in working capital -35 -28
Operating income 11,35 -185 -371
Cash flow from change in working capital
income from holdings in Change in invem(.)rieslan.d. ?perating receivables 108 114
Group companies 12,13 1841 1853 Change in operating liabitities -150 58
Income from other fixed financial assets 13 78 87 Cash flow from change in working capital -2 112
income from financial current assets 13 4 7
Interest expenses and similar items 13 -120 -323 Cash flow from business operations -7 144
Income after financial items 1,618 1,253  [nvestmentoperations
Acquisitions of tangible fixed assets o
) Acquisitions of shares 0 -141
Allocations 15 -112 35~ o : e e
: - e . increase in interest-bearing receivables,
Taxes on profit for the year 16 -90 ~29 loansprovided -3 0
Net profit for the year 1,416 1,189  Divestments of tangible fixed assets I T
Divestments of shares - 0 1135
See notes 1, 2, 43, 44. Decrease in interest-bearing receivables,
repayment of loans provided 0 22
Cash flow from investment operations 8 1,015
Financing operations
Net interest items . S L
Other financialitems 1845 1946
Retirement of debt ~729 -1,568
Dividend paid -837 -1,256
Taxes paid -168 -174
Cash flow from financing operations 69 -1,159
Cash flow for the year 0 0
Liquid assets on January 1 0 0
Liquid assets on December 31 0

See note 34,
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Parent Company
balance sheet

SEK M Note 2003 2002 SEK M Note 12003 2002
ASSETS SHAREHOLDERS’ EQUITY AND LIABILITIES
Intangible fixed assets 17 18 20  Shareholders’ equity 26
Tangible fixed assets 18 Capital stock 1,256 1,256
Buildings and land 9 18 Restricted reserves 598 598
Machinery and equipment 2 5 Rstricted equity 1,854 1,854
Total tangible fixed assets 11 23 Retained earnings 5198 4,804
Net profit for the year 1,416 1,189
Financial fixed assets ~ 19 Unrestricted equity 6614 5,993
Holdings in Group companies 20 10,565 10,565  Total shareholders’ equity 8468 7,847
Holdings in joint ventures 21 6 1
Receivables from Group companies 37 2,834 833 Untaxed reserves 15 925 814
Deferred tax claims 16 79 72
Other long-term receivables 45 42 Provisions 27
Total financial fixed assets 13,523 11,513 Provisions for pensions and
similar commitments 28 281 363
Total fixed assets 13,552 11,556  Provisions for taxes 16 n 1
Other provisions 77 98
Current receivables Total provisions 369 472
Current receivables from Group companies 37 17 17
Tax claims 0 67 Long-term interest-bearing liabilities 29
Other current receivables 25 3 n Liabilities to credit institutions 251 277
Prepaid expenses and accrued revenues 8 116  Liabilities to Group companies 37 3533 2236
Total current receivables 48 223 Total long-term interest-bearing liabilities 3,784 2,513
Total current assets a8 223 Current liabilities 29
Accountspayable 11 56
TOTAL ASSETS 31 13,600 11,779  Liabilities to Group companies 37 3.0
Tax liabilities 9
See notes 1, 2, 43, 44, Other liabitites 3 2
Accrued expenses and prepaid revenues 28 75
Total current liabilities 54 133
SHAREHOLDERS’ EQUITY AND LIABILITIES 31 13,600 11,779
Assets pledged 32 45 43
Contingent liabilities 32 113,896 100,161
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Parent Company statement
of changes in shareholders’ equity

Net Total share-
Capital  Restricted Unrestricted  profit for holders’

SEK M stock reserves reserves the year equity
Shareholders’ equity,

December 31, 2001 - 1256 598 6,268 -123 7,999
Transfer of net profit for 2001 -123 123 0
Balance, January 1, 2002 1,256 598 6,145 0 7,999
Equity swaps for employee stock options -85 -85
Total changes in shareholders’ equity

not reported in income statement -85 -85
Dividend -1,256 -1,256
Net profit for 2002 1,189 1,189
Shareholders’ equity,

December 31, 2002 1,256 598 4,804 1,189 7,847
Transfer of net profit for 2002 1,189  -1,189 0
Adjusted balance, January 1, 2003 1,256 598 5,993 0 7.847
Equity swaps for employee stock options 42 42
Total changes in shareholders’ equity

not reported in income statement 0 42 42
Dividend o -837 -837
Net profit for 2003 1,416 1,416
Shareholders' equity,

December 31, 2003 1,256 598 5,198 1,416 8,468
See note 26.
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Notes, including accounting and valuation principles

Amounts in million Swedish crowns (SEK M) unless otherwise specified. Amounts
apply to the Group unless otherwise specified Revenues are reported in positive
figures and expenses in negative figures. Both assets and liabilities are reported in
positive figures. Net interest-bearing receivablesdiabilities are reported in positive
figures if they are receivables and negative figures if they are liabilities. Accumulated
depreciation/amortization and accumulated writedowns are reported in negative
figures. In the following notes, the recommendations of the Swedish Financial
Accounting Standards Council (Redovisningsradet) are abbreviated RR, the state-
ments of the Council's Urgent Issues Task Force are abbreviated URA and the Swed-
ish Annual Accounts Act is abbreviated AAA.
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Note 1 Accounting and valuation principles

ANNUAL ACCOUNTS ACT, NEW DEVELOPMENTS, PRINCIPLES
OF CONSOLIDATION ETC.

L

Annual Accounts Act and accounting recommendations

The Annual Report has been prepared in compliance with the provisions of the
Swedish Annual Accounts Act, taking into consideration the existing recommenda-
tions of the Swedish Financial Accounting Standards Council. According to Skanska's
listing contract with the Stockholm Stock Exchange, additional information must

be provided about the work of the Board of Directors during the year, incentive
programs outstanding and benefits provided to Board members and key executives.
Statement 2002:1 of the Swedish Securities Council stipulates that a description of
ongoing incentive programs should be provided.

New developments
During 2003, the following recommendations from the Swedish Financial
Accounting Standards Council have gone into force:

= No. 2:02 Inventories

= No. 22 Presentation of financial statements

= No. 24 Investment property

* No. 25 Segment reporting - lines of business and geographic areas

= No. 26 Events after the balance sheet date

= No. 27 Financial instruments: Disclosure and classification

* No. 28 Accounting for government grants and disclosure of government
assistance.

Skanska has chosen to apply the Council's Recommendation No. 29, “Employee
benefits,” beginning on January 1, 2003.

The new recommendations have led to changes in principles and have also led
to changes in comparative figures including a change in shareholders’ equity on
January 1, as explained in Note 2.

The application of the Council’s Recommendation No. 29, “Employee benefits,”
means that commitments as provided by defined-benefit pension plans in vari-
ous Group companies are now valued according to the same method. These were
previously reported according to accounting practices in each respective country.
The effect of the change of principle on the shareholders’ equity of the Group and
other balance sheet items at the beginning of the year are shown in Note 2 point
A. According to the transitional rules of the recommendation, comparative figures
shall not be adjusted. In the Parent Company, defined-benefit pension plans will
continue to be reported in the manner provided by the Act on income Security.

All of the Group’s holdings in joint ventures are reported beginning in 2003
according to the equity method. This change was a result of Statement No. 26 of
the Urgent Issues Task Force, Swedish Financial Accounting Standards Council,
“Alternative accounting principles,” which prescribes that the same accounting
principle shall be applied in the consolidated financial statements when reporting
holdings in joint ventures. The effect of this change in principle is explained in Note
2, point B,

Effective from 2003, the sale of properties in Commercial Project Development
is reported as part of gross income. The sale price is thus booked as net sales and
bock value as a construction, manufacturing and property management expense.
Note 2 point E shows the effect of the new principle on comparative figures. In the
balance sheet, current-asset properties are being divided up, beginning in 2003, into
commerdial space and residential units. The effect on comparative figures is shown
in Note 2 point F.

The Swedish Financial Accounting Standards Council's Recommendation No. 22,
“Presentation of financial statements,” by introducing the concept of the operating

Skanska Annual Report 2003 - Notes, including accounting and valuation principles 43




cycle, has led to changes in what should be regarded as current and fixed assets. Tax
claims shall be reported separately. Liabilities shall be divided into current liabilities
and long-term liabilities. This allocation, too, shall take the operating cycle into
account. Note 2 point C shows the effect on comparative figures.

Separate reporting of operating items in the income statement occurs today only
for income from joint ventures and associated companies. Note 9 shows other
operating items that are of interest for purposes of comparison. Unlike previously,
income is no longer reported on a net basis in the income statement, which is also
explained in Note 2 point D, which shows the effect of the change in principle on
comparative figures. The recommendation also requires that changes in shareholders’
equity be presented in a separate report.

The Swedish Financial Accounting Standards Council’s Recommendation No. 25,
“Segment reporting - lines of business and geographic areas,” has led to more
extensive information being provided about the Group's operations, both by business
stream and by geographic market. This information is provided in Note 3.

The Swedish Financial Accounting Standards Council's Recommendation No.

27, “Financial instruments: Disclosure and classification,” implies a substantially
increased obligation to provide information about finandiat instruments. How-
ever, the recommendation does not touch upon the issue of valuation of financial
instruments or when they are to be reported in the balance sheet. Information in
compliance with the recommendation is provided in Note 4.

Due to changes in the Annual Accounts Act, absence due to iltness among a
company’s employees and the gender breakdown of its Board of Directors and man-
agement are now to be reporied: This occurs in Note 35. Information about absence
due toillness is only to be provided for the Parent Company.

Parent Company financial statements, compared to the consolidated financial
statements

The accounting principles of the Group and Parent Company financial statements
coincide, except for the reporting of defined-benefit pension plans, untaxed
reserves and allocations. In the consolidated financial statements, untaxed reserves
are removed, and their tax portion is reported among deferred taxes.

The Swedish Financial Accounting Standards Council's Recommendation No, 22,
“Presentation of financial statements”

The recommendation deals with financial statements, a term that refers to the
income statement, balance sheet, statement of changes in shareholders’ equity,
cash flow statement, description of the accounting principles applied and informa-
tion provided in the form of riotes.

The recommendation states that financial statements are to be prepared using the
accrual principle, i.e. transactions and events are reported as income or expenses
when they occur. Expenses are reported when the corresponding income is reported
(the matching principle}.

Offsetting of assets and liabilities occurs only in those cases where it is permitted
according to a recommendation from the Swedish Financial Accounting Standards
Council. An equivalent rule applies to income and expenses.

Reported as net income are project revenues, sate of current-asset properties,
deliveries of materials and merchandise, rental revenues and other operating revenues.

Reported as construction, manufacturing and property management expenses
are, among others, direct and indirect manufacturing expenses, loss risk provisions,
book values of divested current-asset properties, bad debt losses and warranty
expenses. Also included is depreciation on fixed assets used for construction, manu-
facturing and property management.

in conformity with an industry-wide recommendation from the Swedish Construc-
tion Federation, selling and administrative expenses are reported as one item. This
includes custornary administrative expenses, technical expenses and selling expenses,
as well as depreciation of machinery and equipment that have been used for sales and
administration. Amortization and writedowns of goodwill that have arisen from the
acquisition of subsidiaries are also reported as a selling and administrative expense.

Income/loss from joint ventures and associated companies is reported separately
in the income statement, allocated in the consolidated income statement between
operating income {share of income after financial itemns) and tax expense.

Share of income in partnerships and timited partnerships, including their foreign
equivalents, are reported in their entirety as operating income, except for a small
number of shares of income in limited partnerships of a financial nature, which are
reported under net financiat items.

Assets are divided into current assets and fixed assets. An asset is regarded as a
current asset if it is expected to be realized within twelve months from the balance

sheet date or within the company’s operating cycte. Operating cycle refers to the
period from the start of production or construction until the company receives
payment for the services or goods delivered (including properties). Since the Group
performs large contracting projects and project development, which as a rule are
underway for more than twelve months, the operating cycle criterion means that
many more assets are labeled as current assets than if the only criterion were
“within twelve months.”

If an asset does not fulfill the requirement for a current asset, it is classified as a
fixed asset.

Liquid assets that can be used without restrictions are reported as cash and bank
balances. Liquid assets that cannot be used freely are reported as current assets
(current receivables) if the restriction will cease within twelve months from the
balance sheet date. In other cases, liquid assets are reported as fixed assets.

In Note 31, assets are divided into amounts for assets expected to be recavered
within twelve months from the balance sheet date and assets expected to be
recovered after twelve months from the balance sheet date. The division is mainly
based on outcomes during the past three years. Concerning current-asset proper-
ties, this division is even more uncertain than for ather assets, since the outcome
during the coming year is strongly influenced by the dates when binding contracts
for large individual properties are signed.

Liabilities are to be divided into current liabilities and long-term liabilities. Reported
as current liabilities are liabilities that are either supposed to be paid within twelve
maonths from the balance sheet date or, although only in the case of business-related
liabilities, are expected to be paid within the operating cycle. Since only the operat-
ing cycle is thus taken into account, no non-interest-bearing liabilities, for example
accounts payable to suppliers, and accrued employee expenses, are reported as
long-term. Interest-bearing liabilities can be reported as long-term even if they fall
due for payment within twelve months from the balance sheet date if the original
maturity was longer than twelve months, the company intends to refinance the
obligation long-term and there is an agreement to this effect before the annual
accounts are submitted. Informaticon on liabilities is provided in Note 29,

In Note 31, liabilities are divided into amounts for liabilities to be paid within
twelve months of the balance sheet date, to be paid after twelve months but within
five years from the balance sheet date and to be paid later than five years from the
balance sheet date.

The Parent Company financial statements report the net amount of Group contri-
butions, minus shareholder contributions provided when receiving Group contribu-
tions, as dividends.

This published Annual Report presents figures on Group companies, associated
companies, joint ventures and the number of employees and wages and salaries in
abbreviated form. Complete figures are found in the version of the Annual Report
submitted to the Swedish Patent and Registration Office.

The Swedish Financial Accounting Standards Council’s Recommendation No. 1:00,
“Business combinatien” (principles of consolidation)

The consolidated finandiat statements encompass the accounts of the Parent Com-
pany and those companies in which the Parent Company, directly or indirectly, has a
controlling influence. This normally requires ownership of more than 50 percent of
the voting power of all participations. In cases where the holdings are intended for
divestment within a short time after acquisition, the company is not consolidated.
Even companies where the share of voting power falls below 51 percent are encom-
passed by the consolidated financial statements if the economic significance of the
business ties between the Group and the company is such that, in compliance with
Statement No. 20 on special purpose entities of the Urgent Issues Task Force, Swed-
ish Financial Accounting Standards Council, it is to be regarded as a special purpose
entity in which the Group has a controlling influence. Holdings in housing compa-
nies, such as Swedish tenant-owner cooperatives, very rarely imply the existence of
a controlling influence.

Shareholdings in Group companies have been eliminated according to the purchase
method of accounting. In short, this means that the assets and liabilities of the
acquired company are valued and included in the consolidated financial state-
ments as if they had been taken over through a direct acquisition and not indirectly
through purchase of shares in the company. If possible, valuation shall be based on
fair vatues. If fair values cannot be determined, tangible fixed assets may be valued
at depreciated replacement value, for exampte. If the value of net assets is less than
the acquisition price, goodwill arises in the consolidated financial statements, If the
opposite occurs, negative goodwill arises. Acquired and divested companies, respec-
tively, are consolidated or deconsolidated from the date of acquisition/divestment.
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In conjunction with the acquisition of companies, an allocation to a restructuring
reserve may be reported only if three conditions stated in the recommendation are
met. The first condition implies that no later than on the date of acquisition, the
acquiring company shall have developed the main features of a plan that will mean
adiscontinuation or cutback in acquired businesses. The second condition implies
that the acquiring company shall have announced the main features of the plan and
have thereby created expectations among those affected by the plan that it will be
implemented. Finally, within three months from the acquisition date, or from the
date when the annual accounts are submitted if it falls earlier, the acquiring company
shall have formulated a concrete plan of action.

The Swedish Financial Accounting Standards Council’s Recommendation No. 8,
"Reporting of effects of changes in foreign exchange rates”

The principles for translation between currencies comply with Recommendation
No. 8 of the Swedish Financial Accounting Standards Council, “Reporting of effects
of changes in foreign exchange rates.” The current method of accounting has been
used in translating the income statements and balance sheets of independent foreign
businesses. As for independent foreign businesses in countries with high inflation,
first an inflation adjustment occurs, followed by a translation according to the cur-
rent method. The change in initial shareholders’ equity that is due to the change in
exchange rate from prior years is reported as an exchange rate difference directly
under shareholders’ equity. Skanska has applied the transition rule in the recommen-
dation on accumulated exchange rate differences reported before 1999,

In applying the recommendation, all reporting units located abroad have been
classified as independent foreign businesses. The basis for this is primarily that
invoicing and purchases of goods and services by these foreign businesses does not
accur in Skanska's reporting currency (SEK), only extremely limited transactions with
the Parent Company occur and the cash flow of the Parent Company is not directly
affected by day-to-day operations in these foreign businesses.

Group companies that own properties in Poland, the Czech Republic and Hungary
and belong to the Commercial Project Development business stream have prepared
their financial statements in a report currency different from the local currency. As a
report currency, they have employed the currency used in the leases and that conse-
quently has an effect on the value of each respective property. In the Czech Republic
and Hungary, EUR is the functional currency. in Poland either EUR or USD is used.

Receivables and liabilities in foreign currencies have been valued at the exchange
rate prevailing on the balance sheet date or the exchange rate according to hedging
contracts. To hedge against fluctuations in exchange rates, the Group uses forward
contracts, foreign currency loans and currency swaps. Unrealized gains and losses
on forward contracts related to hedging of operational transaction exposure are
included, to the degree of revenue or expense recognition, in the reporting of each
respective project.

Foreign currency loans and currency derivatives for hedging of transiation exposure
{equity loans) are valued at the exchange rate prevailing on the balance sheet date.
Exchange rate differences are reported, taking into consideration the tax effect,
against the shareholders' equity of the Group. Hedging of translation exposure reduces
the exchange rate effect when translating the financial statemenits of independent
foreign businesses to SEK. Any forward contract premium is accrued over the period
of the contract and reported as interest income or an interest expense.

The Swedish Financial Accounting Standards Council’s Recommendation No. 19,
"Discontinuing operations”

In reporting operations that are being discontinued, the term “discontinued operations”
or “closed down operations” refers to a clearly delimited portion of the Group’s
operations that is being discontinued or closed down in accordance with a single
coherent plan, which has been approved no later than the balance sheet date. These
operations make up a sizable organizational unit and can be separated for business
and reporting purposes. Information on discontinued operations is provided in Note 40.

The Swedish Financial Accounting Standards Councit’s Recommendation No. 13,
"Associated companies”
Reported as associated companies are companies in which the Skanska Group exer-
cises significant influence, which is presumed to be the case when the Group’s holding
amounts to a minimum of 20 percent and a maximum of 50 percent of the voting
power. in addition, it is presumed that this ownership is one element of a long-term
connection and that the holding shall not be reported as a joint venture.

Associated companies are included in the consolidated financial statements
according to the equity method. In short, this means that Skanska’s share in the

assoclated company is first reported at acquisition cost and is then adjusted for the
Group’s share of the associated company's income, which shall be calculated according
to the Group’s accounting principles. In calculating the associated company's income,
an adjustment is made for goodwill in the consolidated financial statements or other
income items arising from the acquisition analysis at the time of purchase. Dividends
received reduce the book value of the Group's share and are thus not included in the
income statement. The Group’s share of losses in an associated company is reported
in the consolidated financial statements only as long as the reported value of the
share exceeds SEK 0. If the Group has undertaken to be responsible for the associ-
ated company's commitments, the required allocations are made if the reported value
of the share is SEK 0. When profits arise from transactions between the Group and
an associated company, the portion equivalent to the Group's share of ownership is
eliminated.

Note 22 provides information about associated companies.

The Swedish Financial Accounting Standards Council’s Recommendation No. 14,
“Joint ventures”

Companies operated jointly with other companies, and in which control is exercised
jointly according to agreement, are reported as joint ventures. A construction con-
sortium that does not constitute a legal person or is formed to carry out a single
construction assignment is reported as an in-house business.

The equity method, which is described in the section on associated companies, is
applied when preparing the consolidated financial statements. When profits arise
from transactions between the Group and a joint venture, the portion equivalent to
the Group’s share of ownership is eliminated.

Note 21 provides information about joint ventures.

The Swedish Financial Accounting Standards Council’s Recommendation No. 10,
“Construction contracts and similar assignments”
Project revenues are reported in compliance with Recommendation No. 10 of the
Swedish Financial Accounting Standards Council, “Construction contracts and similar
assignments.” This means that the income from a construction project is reported
successively as the project accrues. The degree of accrual is mainly determined on
the basis of accumulated project expenses in relation to estimated accumulated
project expenses upon completion. if the outcome cannot be estimated in a satisfac-
tory way, revenue is reported as equivalent to accumulated expenses on the bal-
ance sheet date (zero recognition). Anticipated losses are immediately reported
as expenses. If the construction project also includes responsibility for divestment
of the completed housing units, the number of unsold units is taken into account
when reporting the earnings of the construction project, by reporting a profit that is
proportional to both the degree of accrual and the degree of sales. This means that
if the degree of accrualis 50 percent and the degree of sales likewise is 50 percent,
25 percent of forecasted final profit is reported (forecasted loss is reported immedi-
ately as an expense at 100 percent).

The difference between accrued project revenue and a not yet invoiced amount
is reported as an asset according to the percentage of completion method. Corre-
spondingly, the difference between an invoiced amount and not yet accrued project
revenue is reported as a liability.

According to the recommendation, information shall be provided about advance
payments received and amounts held back by the customer (Note 7).

The Swedish Financiat Accounting Standards Council’s Recommendation No. 11,
"Revenue”
Revenues other than project revenues are reported in compliance with Recommen-
dation No. 11 of the Swedish Financial Accounting Standards Council, “Revenue.”
For rental revenues, this means that the revenue is divided evenly over the period
of the lease. Compensation for services performed in Skanska Services business is
reported as revenues during the reporting periods when these services are performed.
Deliveries of merchandise are reported as revenues when the responsibility for the
merchandise has been transferred to the buyer, which normally occurs at the time of
delivery. Divestment of current-asset properties that belong to Commercial Project
Development is normally reported as a revenue item during the reporting period
when a binding agreement on the sale is reached. Income on the sale of land in con-
junction with residential projects is included in the reporting of the entire project.
Adividend is reported as a revenue item when the right to receive payment is
judged to be certain.
Interest is reported using an interest rate that provides a uniform return on the
asset in question. Interest rate derivatives (primarily interest rate swaps, FRA's and
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futures) are used for hedging against changes in interest rates. These instruments
are not reported at market value in the balance sheet. Gains that arise are accrued
over the maturity of the instrument and are reported as interest income or interest
expenses.

Revenues are valued at the fair value of what is received or will be received. This
means that receivables that arise at the time of divestments are regarded as having
been acquired at fair value (discounted present value of future incoming payments)
if the interest rate on the date of the purchase is below the market interest rate and
the difference is significant.

The Swedish Financial Accounting Standards Council’s Recommendation No. 6:
99, "Leases”

The recommendation distinguishes between financial and operating leases. A financial
lease is characterized by the fact that the economic advantages and risks associated
with ownership of the asset have essentially been transferred to the lessee. If this is
not the case, the agreement is regarded as an operating lease.

The amount stated in Note 38 for operating leases includes only rents from current-
asset properties that contain commercial space, since other current-asset properties
are intended to be divested when contracting projects are completed.

Information on expenses for operating leases includes contracts with remaining
fees of at least EUR 1 M.

If the Group is the lessee, a financial lease shall be reported as a fixed asset. This
occurs when the investment is equivalent to at least EUR 1 M (until the end of 2002,
the threshold amount was EUR 5 M). The rule here is that if a reporting unit signs
separate leases related to the same asset class, these are added together. I the
investment is below this threshold, the lease is treated as an operating lease. When
a financial lease is reported as a fixed asset, the obligation to the lessor is reported
as a liability.

Note 38 provides information about leases.

The Swedish Financial Accounting Standards Council’s Recommendation No. 12,
“Tangible fixed assets”

Tangible fixed assets are reported at acquisition cost minus accumulated depreciation.
Writedowns occur in compliance with the Swedish Financial Accounting Standards
Council's Recommendation No. 17, “Impairment of assets.”

Skanska applies straight-line depreciation based on the estimated period of service,
taking into account any residual value at the end of the period. The depreciation
period varies substantially between different asset classes. For machinery and equip-
ment which is reported in a depreciation plan, the estimated depreciation period
normally amounts to between five and ten years. The corresponding period for
buildings is between 15 and 50 years. Gravel pits and stone quarries are depreciated
as materials are removed. Land is not depreciated.

Provisions for restoration of an asset are normally made in the course of utiliza-
tion of the asset, because the prerequisites for an allocation at the time of acquisi-
tion rarely exist.

The Swedish Financial Accounting Standards Council's Recommendation No. 15,
“Intangibte assets”

Intangible fixed assets are reported at acquisition cost minus accumulated amortiza-
tion and are divided into goodwill and other intangible fixed assets.

An intangible asset is an identifiable non-monetary asset without physical substance
and that is used for producing or supplying goods or services or for leasing and
administration. To be reported as an asset, it is necessary both that it be likely that
future economic advantages that are attributable to the asset will benefit the com-
pany and that the acquisition value can be calculated in a reliable manner.

The amortization period for goodwill has been determined after individual exami-
nation and varies between 3 and 20 years. Longer amortization periods are reserved
for a few major strategic acquisitions in important markets. Writedown of goodwill
occurs on the basis of Recommendation No. 17 of the Swedish Financial Accounting
Standards Council, “Impairment of assets.”

Goodwill that arises from acquisitions of companies is valued in an acquisition
analysis in compliance with the rules in Recommendation No. 1:00 of the Swedish
Financial Accounting Standards Council, “Business combinations.” In the consolidated
financial statements, goodwill attributable to an independent business abroad is
expressed in local currency. Translation to SEK complies with Recommendation No.
8 of the Swedish financial Accounting Standards Council, “Reporting of effects of
changes in foreign exchange rates.”

Intangible fixed assets other than goodwill are amortized over the period they are

utilized, with consideration given to any residual value at the end of the period. Pur-
chased software (major computer systems) is amortized over a maximum of five
years.

Of its expenditures for research and development, Skanska only capitalizes expen-
ditures for such development work in which the intangible asset futfills the Recom-
mendation’s criteria for capitalization. In this context, it should particularly be noted
that expenditures that were expensed in prior annual or interim financial statements
cannot later be booked as assets.

The Swedish Financial Accounting Standards Council’s Recommendation No. 17,
“Impairment of assets”

Writedowns are determined on the basis of the recoverable amount of assets, which
is the higher of net selling price and value in use. The latter concept is calculated

as the present value of estimated future payments that a company is expected to
receive by using the asset. Estimated residual value at the end of the period of use
is included in value in use. If the recoverable amount for an individual asset cannot
be determined, the recoverable amount shall instead be determined for the cash-
generating unit to which the asset belongs. A cash-generating unit is the smaltest
group of assets that generates regular payment surpluses, independent of other
assets or groups of assets. For goodwilt in the consolidated financial statements, a
cash-generating unit is equal to the Group's business unit or other unit reporting to
the Parent Company.

Reversals of writedowns occur when the basis for the writedown has wholly or
partially disappeared.

The term “writedowns” is also used in conjunction with reappraisals of the value
of properties that have been reported as current assets. However, appraisal of these
properties occurs according to the lower value principte {using cost or fair value,
whichever is lower) and thus follows Recommendation