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FINANCIAL INFORMATION

The Skanska Group's interim reports for 2003 will be published on
the following dates:

Three Month Report May 6, 2003

Six Month Report July 24, 2003

Nine Month Report October 30, 2003

Year-end Report for 2003 February 12, 2004

More information on the Skanska Group is available at the Group's
Swedish and English-language web sites:

www.skanska.se
www.skanska.com

Skanska also publishes a Sustainability Report, which contains more
information about the Group's work in the fields of sustainable
development and the environment.

For questions regarding financial information, please contact
Skanska AB, Investor Relations

Box 1195, SE-111 91 Stockholm, Sweden

Telephone: +46 8 753 883 00

Fax: +46 8 755 06 54

E-mail: investor.relations@skanska.se

This document is in all respects a translation of the Swedish original
Annual Report. In the event of any differences between this transla-
tion and the Swedish original, the latter shall prevail.




The year 2002 in brief

= Netsales in 2002 amounted to SEK 146 billion.

Operating income in construction-related
operations successively improved during
the year, as did the cash flow from business
operations.

= |n 2002, Sverker Martin-L6f was elected the
new Chairman of the Board of Skanska AB
and Stuart Graham was appointed the new
President and CEO.

= Astrategic review of all units was carried out
during the autumn of 2002.

= The Group's operating income amounted
to SEK 976 million. Writedowns and
restructuring expenses totaling SEK 2.0 billion
were charged to operating income as a result
of the strategic review.

= For the full year, the Group reported a loss
after tax totaling SEK -837 M.

Change SEK M EURM
Order bookings -10% 137,590 15,021
Order backlog -13% 137,940 15,075
Net sales -12% 145,576 15,893
Operating income excl. items affecting comparability +4% 2,621 286
Items affecting comparability -1,645 -180
Operating income -57% 976 107
Income after financial items -93% 73 8
Result per share, SEK -2.00
Return on shareholders’ equity neg neg

Return on capital employed

43% 43%

The year 2002 in brief - Skanska Annual Report 2002



Skanska in brief

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

= Skanska’'s annual net sales are about SEK 146 billion.
= QOperations take place in 11 “home markets”.

= Skanska has 76,000 employees.

= Fortune magazine has ranked Skanska as the world's
most admired company in the construction industry and as
Europe’s third most admired company in all categories.

Business streams

Construction
and Services

Construction refers to building
and civil construction. About 60
percent of Skanska’s sales are
related to building construction.
Civil construction consists mainly
of infrastructure projects such
as rail systems, bridges, tunnels,
roads, harbors and power plants.
The main business of Skanska
Services, Facilities Management
(FM), includes a broad
spectrum of services related to
operation and maintenance of
properties, as well as individually
tailored contracts for property
management.

At year- end, Construction
and Services accounted for 51
percent of capital employed.

Residential
Project Development

Skanska is conducting
Residential Project Development
in the Nordic countries, in Poland
and in the Czech Republic. This
business covers the activities
from land acquisition through
to the sale of apartments. At the
end of 2002, over 6,000 units
were in production, and Skanska
had over 19,000 unutilized
building rights.

Successful residential project
development involves challenges
quite different from construction
operations.

Residential development is
another type of business, which
must be evaluated on the basis
of return on capital employed.
From the second quarter of 2003
onward, this business stream
will be reported separately
from construction operations in
Europe.

At year-end, Residential Project
Development accounted for 13
percent of capital employed.

Commercial
Project Development

Skanska carries out commercial
project development in a
number of Scandinavian and
Central European markets.
These operations focus on
office and retail projects, where
the objective is to complete
the entire development cycle
- land purchase, planning,
pre-construction engineering,
leasing, construction and
divestment - within an average
period that should not exceed
three years.

In the future, the focus will

continue to be on the stages of a
property’s life cycle that add the

greatest value - with planning,
leasing work and transaction
work as the most important.

At year-end, these operations
accounted for 33 percent of
capital employed.

BOT - Build-Operate-Transfer
refers to infrastructure projects
that are financed privately,
instead of via public funds

or taxes. BOT projects may
include everything from pure
infrastructure such as roads and
bridges to school, hospital and
prison properties.

Skanska’s BOT expertise
encompasses the whole chain
from financing to design,
construction, operation and
maintenance of the finished
facility.

At year-end, BOT operations
accounted for 3 percent of
capital employed.
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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, Skanska performs residential project development. Skanska also 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 but include projects in Chile, Brazil and Mozambique as well.

The largest global construction companies?!

Total sales 20012

Company
Vinci
Skanska AB
Bouygues
Hochtief AG

Bechtel Group Inc.

Fluor Corp.
Centex
Halliburton KBR

China State Const.

EIFFAGE

Country
France
Sweden
France
Germany
United States
United States
United States
United States
China

France

USD bn

15.4
143
12.8
11.7
113
7.2
6.3
5.9
5.8
5.6

Source: Engineering News Record, ENR Sourcebook, December 2002

1 Excluding Japanese construction companies.
2 Data not available for 2002.
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Comments by the
President and CEO

2002 IN REVIEW

Earnings in Skanska’s construction operations improved,
compared to 2001. Most construction business units showed
positive development in operating income before the impact
of goodwill writedowns. The star performers in construction
were Skanska CZ (Czech Republic) and Skanska USA Civil. The
Project Development Sweden business unit maintained more
than 85 percent pre-leasing in ongoing projects.

Skanska Services, though still quite small, improved
margins and reduced capital employed despite the impact of
downsizing by its largest customer.

Turnarounds were achieved in Skanska Denmark and
Selmer Skanska (Norway). Our South American operations,
Sade Skanska, showed strong profit improvement despite
extremely difficult economic conditions. This business unit
is a prime example of the true entrepreneurial spirit and
determination that have always characterized Skanska.

Our BOT (privately financed project) business continued to
progress and we expect a sale of one of our projects in 2003,
demonstrating the long range potential in this business. Our
construction business units are showing good profitability on
BOT projects, making this an even more attractive business
for Skanska.

Unfortunately, the need to adjust goodwill in Selmer
Skanska (Norway), Skanska Poland and Gammon Skanska
(Hong Kong), as well as year-end provisions to cover exit costs
for parts of certain business units, totaled about SEK 2 billion,
resulting in a loss for the year at Skanska. Also excluded from
year-end results is the sale of the CityCronan commercial
project in Stockholm, which will generate a gain exceeding
SEK 1 billion.

The year 2002 was also highlighted by the continued

strengthening of internal controls and the integration of our
recent acquisitions into the Skanska Group. This will serve

to reduce risk and generate stable earnings growth in the
future.

Skanska demonstrated its leadership in the industry by
introducing and beginning the implementation of a rigorous
Code of Conduct. It is vital to the future of the company
that Skanska behaves according to an irreproachable ethical
standard. Training and enforcement will be important
cornerstones in our work with the Code of Conduct going
forward. Violations of the Code will not be tolerated.

In Sweden, where we have had several disappointing
events over the past few years, we initiated the “Turn the
Tide" program to improve quality and customer focus. We
are, and intend to remain, the leader in the construction and
project development industry in Sweden.

In 2002, we maintained our I1SO 14001 certification and
remained a leader in the construction industry in managing
our work in an increasingly environmentally sensitive way.
Details of our environmental and social responsibility
program are covered in a separate Sustainability Report.

Finally, in 2002 we intensified the focus on developing
managers and leaders to better serve our customers
and produce attractive results for our shareholders. We
established an improved personnel evaluation system and
revamped the Skanska Management Institute into what we
now call the Skanska Leadership Institute. We plan even more
improvements in management development during 2003.

We did a lot of things right in 2002 that will benefit our
shareholders in 2003 and beyond.



Looking forward

During the summer of 2002, our Board reconfirmed Skanska'’s
strategic direction. In the fall of 2002, we further defined our
strategy and analyzed each of our businesses against that
sharpened strategy.

As a result of this analysis we determined that our strat-
egy, if maximized, has the potential to significantly increase
earnings without further geographic expansion. We also
decided that two business units no longer fit our strategic
requirements: Skanska International Projects (because of the
“home market” strategy) and our residential development
business in the U.S. (because we are not a leader in this sec-
tor). Certain other small operations in other markets will also
be phased out.

Our review also led to initiatives to strengthen our balance
sheet. Beginning in 2003, we will dispose of underutilized
assets, reduce capital employed in residential as well
as commercial project development and reduce debt.
Residential development will be a separate business stream
from construction, improving visibility.

Going forward, we want Skanska to be defined as a
decentralized/integrated company. This concept embodies
our strong belief that construction and development are
local businesses, requiring local management and know-how.
Experience tells us this is a lower risk model than exporting
construction services internationally from headquarters. This
is why our strategy is based on achieving leading positions in
the countries we call home markets. However, there is also
great value in the Skanska brand that requires certain com-
mon standards and control processes to integrate the various

business units into one company - Skanska. We will continue
this process of integration in 2003 to make Skanska a consis-
tent, recognizable leader in all of our markets.

We also want to make Skanska easier for our shareholders
to understand. Therefore we are initiating several changes
that will improve visibility and justify the capital employed
in the various business streams. Our intention is to provide
clear and transparent information for our shareholders to
understand Skanska and see short-term results in the context
of our business. We think this will encourage investors who
are interested in solid long-term investments.

Finally, I want to thank my predecessor and long-time
associate Claes Bjork for his 35 years of service to Skanska.
Claes initiated and developed our very successful business
in the United States and then, as CEO, expanded Skanska
through numerous acquisitions in Europe. The platform
developed during his tenure provides us with marvelous
opportunity. It is now up to his successors to deliver on this
opportunity.

Stockholm, March 2003

STUART E. GRAHAM
President and CEO
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Mission, vision and strategy

Mission

Skanska’s mission is

to develop, build and
maintain the physical
environment for living,

traveling and working.

Vision

Skanska shall be a world leader
- the client’s first choice - in
construction-related services and

project development.
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Maximizing Skanska’s strategy

Skanska’s goals are to:

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

= Be the leading project developer in selected
countries and in selected product areas such as
residential, office, retail and selected types of BOT
projects.

= Have a value-enhancing Services business.



Focus on performance >

Result

Be truly customer-focused

Customer focus means, first and foremost, delivering the expected quality at the
promised time. By adding value and exceeding expectations, Skanska gains the long-
term trust of its customers. It takes a lot of time and effort to gain good customers,
but only one bad experience to lose them.

Have a great management development program

Successful projects and customer relations depend on good managers. Opportunities
for further training and personal development are prerequisites for retaining these
employees. Skanska has a system for developing managers with potential, rewarding

good performance and taking steps to deal with those who do not meet expectations.

Abroad base of highly skilled managers is a crucial asset in maximizing the strategy.

Optimize the balance between decentralization and integration

Construction and development are local businesses so it is important for Skanska
to maintain the decentralized entrepreneurial approach. At the same time Skanska
is one company and must have the controls, standards and procedures to protect
the Companys'’ financial position and brand name. Therefore, the decentralized/
integrated model is the best way to create added value to customers, employees
and shareholders.

Be an agent for change

Skanska must take advantage of its leading position to influence the construction
industry in a positive direction. The industry needs to be more receptive to change
and accord greater value to ethics and quality. To contribute to all this is Skanska’s
responsibility as a leading company. In turn, it will attract both customers and
talented employees.

Steadily rising shareholder value.

By focusing on performance, aside from satisfied clients
and employees, the result will also be that Skanska will
generate greater shareholder value.

Mission, vision and strategy - Skanska Annual Report 2002
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_“We work very hard to
understand and satisfy the
needs of our customers”

Simon Hipperson, Skanska UK



Healthy outlook for PFl in the UK

Skanska UK is a PFI market leader after completing
15 projects, all of them successful.

More and more of Britain’s infrastruc-
ture is being replaced under the Private
Finance Initiative, whereby the risks of
building and operating new hospitals,
schools, prisons and other infrastruc-
ture projects are transferred to the pri-
vate sector. This requires construction
companies to understand the needs of
the end users. They must also create
facilities that are economical to oper-
ate and maintain, while maximizing the
operational capability.

Success comes when the whole
team - from finance through design
and construction to operation and
maintenance - is integrated and pro-
vides the customer with a solution that
was not previously available.

Skanska UK is a market leader in this
segment, having undertaken 15 PFI
projects and delivered every one suc-
cessfully.

During 2002, Skanska completed
ahead of schedule the first phase of
the King's College PFI redevelopment
- anew 23,000 sq metre seven storey
clinical building. Skanska also reached
financial closure on the new Coventry
Hospital amounting to SEK 6.9 bil-
lion. This was Skanska's largest-ever

order for a privately financed project.
By securing this work and then fol-
lowing it with preferred bidder status
for a similar hospital project in Derby,
Skanska has secured its position as the
market leader in the healthcare sector
of PFl projects, with a market share of
about 25 percent.

Being the winner is not just a matter
of an attractive price and excellent cus-
tomer relations. It requires a genuine
understanding of the customer’s needs
and the risks involved as well as the
ability to provide advanced technical
and operational solutions for the build-
ing and its subsequent management.

According to Simon Hipperson of
Skanska Integrated Projects in the UK,
“We work very hard to understand and
satisfy the needs of our customers. Our
aim is to design into both the building
and its future operations the certainty
of high quality performance.”

Here the broad collective competence
of Skanska is of great importance.

Where appropriate Skanska BOT can
participate as an investor in the consor-
tium that finances and owns the proj-
ect. Working with Skanska Financial
Services also helps to identity the best

financial and operational solution for
the project. Skanska UK provides the
design and build skills as well as main-
taining the building for its lifetime.

With contracts running into many
billions of kronor, it is essential for
successful bidders to have the high-
est quality risk management, the best
people and an extremely strong finan-
cial status. Skanska sets itself apart
from its many competitors by provid-
ing all these. “Skanska works closely
with its customers to avoid surprises,
and provides first-class technical solu-
tions. That is what it's about,” says Mr.
Hipperson, as an explanation of why
Skanska has been so successful in the
British PFI sector.

A recent British government study
indicated that PFI facilities are three
to four times more likely to be deliv-
ered on time and on budget than
conventionally procured facilities. This
confirms that there will be growing PFI
opportunities for Skanska UK, which is
well equipped to meet the challenge.

A Private Finance Initiative, PFI

is a model for private capital to finance investments in
various forms of public services traditionally financed
by public sector funds. The PFI model has grown rapidly
in the United Kingdom over the past five years, since it
frees up scarce public sector resources. The largest PFI
projects have been hospitals, where private interests
are responsible for financing, design, construction and
operation of the physical hospital building during a con-
tract period, which may run for up to 40 years. It should
be noted that the core operations, the medical treat-
ment, is not a part of the PFI hospital projects.

Other common PFI projects in the UK are schools,
prisons and roads. To date, PFI projects worth a total
of about GBP 27 billion have been implemented in the
UK - money that has not burdened the tax system. PFI
investments in the UK are expected to double over the
next five years.

One advantage of PFI projects is that in the plan-
ning and construction stage, it is possible to invest
more in a building in order to achieve less costly future
operation. In traditional tender procedures, the lowest
bid wins without taking into account future operating
expenses. This total cost-saving over the contract period
also benefits the client/public sector in the form of
lower rent during the contract period.

Healthy outlook for PFl in the UK - Skanska Annual Report 2002



Talent management

Skanska’s operations, which are based on
local know-how and local control, demand
a lot from Skanska’s managers at different
levels. Good leadership lays the groundwork
for meeting earnings targets and ensuring
satisfied customers. If Skanska is to attract
and retain capable managers, it is important
to invest in training and management
development. The Group plays an impor-
tant integrating role here.

Skanska is thus strengthening its efforts
to foster individual employee development.
During the autumn of 2001, the Group
conducted an extensive global survey to
evaluate its own performance in employee
and management development. To improve
Skanska’s talent management, during 2002
the corporate Human Resources unit began

Average number
of employees
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50,000
40,000
30,000
20,000
10,000
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Good managers are an important prerequisite for Skanska’s con-
tinued success. In recent years, the company has intensified its
efforts to create systems to identify, develop and retain employ-

ees with the right leadership qualities.

working with data from this survey. Its aim
was to adopt and introduce new programs
and processes. One of the most tangible
results was the definition of a Skanska Lead-
ership Profile, which analyzed how Group
operations could be improved by means of
better customer contacts, human resource
management and productivity.

With the introduction of a uniform
evaluation method for the 250 highest posi-
tions in the Group, it also became possible
to evaluate individual performance against
the Leadership Profile, as well as to identify
and develop the best talents for these top
positions. Beginning in the summer of 2002,
all senior management changes at Skanska
have been made on the basis of evaluations
according to the Leadership Profile.

8 Skanska Annual Report 2002 - Talent management

One significant element of the Group’s
talent management efforts is the Skanska
Leadership Institute (SLI), which provides
training opportunities for both current
managers and those who have shown the
talent for a future management position.
During 2002, nearly 500 managers partici-
pated in programs produced and led by SLI.
In addition to providing employees with
valuable training, SLI also helps develop
networks for exchanges of knowledge
between employees from different parts of
the Group. The training programs and the
networks thereby established strengthen
employee dedication and shared values.




Research and development

To consolidate and enhance Skanska’s posi-
tion as a leading construction company
with many home markets, research and
development play an increasingly essential
role. With an organization that contains 11
geographically distinct home markets on
4 different continents, efficient knowledge
transfer between different business units
is also of strategic importance. Skanska is
therefore investing resources in research,
both under its own auspices and at outside
institutions, as well as in disseminating
new knowledge as quickly and efficiently as
possible throughout the organization.
Research and development expenditures
are equivalent to approximately 0.2 per-
cent of the Group’s annual net sales. This
includes the Group’s direct expenses for sci-
entific research and development programs
in various business areas — often connected
to ongoing projects — which are financed
in-house or externally in collaboration with
Skanska. National and European research
and development funds frequently finance
portions of research work that is pursued in
collaboration with scientific institutions.
Altogether, the Skanska Group today
employs eight professors and more than

various business units.

50 people with doctorates in various disci-
plines, as well as some 25 doctoral students
who are being trained in strategic fields.

Through in-house and sponsored
research, Skanska has built up a strategic
research network encompassing most of the
well-known research institutions in its spe-
cialties worldwide.

The projects run by Skanska Teknik
during 2002 included technology for the
reinforcement of tunnels in New York to
withstand possible terrorist attacks. The
initiative for this project came from the
Skanska USA Civil business unit. In addi-
tion, a full-scale pilot bridge made of com-
posite materials was built by Skanska UK as
the final phase of a pan-European research
project. The project, which has attracted
heavy media interest in the UK, has now
moved into its commercialization phase.

On behalf of the Senior Executive Team,
Skanska Teknik is operating and developing
a corporate system for disseminating and
transferring knowledge, information and
experience.

This system is called the Skanska Knowl-
edge Network and consists of a number of
databases that are accessible and search-

Research and development — Skanska Annual Report 2002

As a leading company in its industry, Skanska plays a key
role in fostering technical development. In addition to
basic research and development work, it is also important
to ensure that the experience and know-how of Skanska’s
employees are documented and disseminated between the

able on the Group’s shared intranet. The
databases contain information about indi-
viduals, projects, offices and companies at
Skanska.

In order to encourage and support inter-
nal knowledge transfer, Skanska has built up
“Networks for Excellence.” Today three are
in operation:

+ Underground construction — Skanska
Technology (UK)

*  Moisture, mold, materials and methods
— Skanska Teknik (Sweden)

+ Risk management — Skanska Teknik

In the field of underground work, Cemen-
tation Skanska (UK) together with NSA
Engineering (United States) have developed
RockVision3DTM, a tomographic system
that utilizes seismic energy to produce
three-dimensional images of underground
structures and bedrock, thereby giving
builders better knowledge for construction
work such as tunnels and foundations.

One of the problem areas which Skanska
has focused its research efforts to is mois-
ture and mold in buildings. Skanska has
initiated a research project and appointed a
Mold Task Force.



Sustainable development

Skanska and sustainable development
Sustainable development is development
that balances economic, environmental and
social aspects, in order to “meet the needs of
the present without compromising the abil-
ity of future generations to meet their own
needs.” Working for sustainable develop-
ment means taking account of economic as
well as environmental and social concerns
in both strategic and operative decisions.

For a number of years, Skanska has
worked actively to integrate environmental
activities into its operations. At the same
time, it has also developed efforts to foster
sustainable development.

One outcome of these efforts is that for
the fourth consecutive year, in 2002 Skanska
was included in the Dow Jones Sustain-
ability Index (DJSI). The index highlights
companies that are considered proficient
at combining high long-term profits with
long-term sustainable development.

The Skanska Code of Conduct

In February 2002, Skanska adopted a
corporate Code of Conduct. It serves as a
platform for the Group’s performance in the
fields of the environment, business ethics,
human rights, employee relations and stake-
holder relations. The document is based

on a number of fundamental international
agreements and conventions from the Unit-
ed Nations (UN), the International Labor
Organization (ILO) and the Organization
for Economic Cooperation and Develop-
ment (OECD). The Code also reflects the
agreement that Skanska has with the Inter-
national Federation of Building and Wood
Workers (IFBWW).

The Skanska Code of Conduct is being
implemented in close cooperation with the
Presidents and managements of each busi-
ness unit. During 2003, there will be even
further efforts at groupwide implementation
through training and integration of these
issues into existing management systems.

Skanska’s Sustainability Report for 2002
presents the Code of Conduct in its entirety
and provides more in-depth descriptions
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of how Skanska works with each field,
what results were achieved last year and the
objectives Skanska has established for its
sustainable development efforts.

Even though Skanska has worked for
some years with clear guidelines on busi-
ness ethics, events from the past may again
become a topic for discussion. During 2001
and 2002, Skanska and several other con-
struction companies in Sweden, Norway
and Finland were subject to investigations
by the authorities for alleged involvement in
cartels in the asphalt business. These investi-
gations are still ongoing.

Various initiatives have been taken to
implement the Skanska Code of Conduct.
For example, during 2002, in Sweden Skan-
ska began a training program in business
ethics for more than 2,000 managers. Upon
completion of this program, each manager
signs a personal agreement that will be fol-
lowed up yearly, beginning in 2003. Further
Groupwide training and information pro-
grams on the Skanska Code of Conduct are
on the agenda over the next few years.

Working environment

A top priority for Skanska’s management

is the health and safety of every employee.
Each business unit has overall responsibil-
ity for all matters related to the working
environment. This responsibility includes
establishing policies based on the Skanska
Code of Conduct, implementation of man-
agement systems as well as follow-up and
reporting of the results.

The most important program related to
good, safe working environment is train-
ing. A majority of Skanska’s employees have
undergone basic health and safety training.
Since Skanska assumes responsibility for all
personnel working at the Company’s con-
struction sites worldwide, the Group also
provided such training to more than 70,000
employees of subcontractors during 2002.

Most of Skanska’s health and safety work
is carried out at the local level. A number of
initiatives and projects received awards for
good working environment efforts during

Skanska Annual Report 2002 - Sustainable development

2002. Good examples should be dissemi-
nated, and during 2003 Skanska is develop-
ing a “best practices” system for exchanges
of experiences within the Group. Systematic
follow-up of health and safety issues will
also occur between the business units and

the Senior Executive Team.

The environment

A holistic approach

Skanska’s environmental management has
focused on setting a common level of per-
formance for the entire Skanska Group. This
is a prerequisite for achieving credibility,
both internally and externally. It also under-
scores that Skanska is working on the basis
of shared values and methods. One clear
example is that all business units have had
the same time frame for certification and
registration of their environmental man-
agement systems. Certified environmental
management systems were introduced on

a groupwide basis before the end of 2000.
Companies acquired since then have all
been given two years to establish an envi-
ronmental management system and certify
it according to ISO 14001 requirements.
Because a number of additional acquisitions
have occurred in recent years, companies
representing about 95 percent of Skanska’s
net sales are now covered by certified envi-
ronmental management systems.

A comparison with the Company’s major
international competitors indicates that
Skanska is alone in having introduced certi-
fied environmental management systems
throughout the Group. However, develop-
ment efforts in this direction are underway
in a number of these companies. Skanska
welcomes such a trend, since it would cre-
ate more active environmental efforts in the
industry and foster more effective collabo-
ration with both customers and suppliers.

Higher environmental standards
The environmental aspects of building and
civil construction projects are often long-



term and indirect, which means that only a
small portion of total environmental impact
occurs during the construction process. A
significant portion instead occurs during
the service life of the building or structure.
Skanska’s ability to motivate and inspire
customers to demand higher environmental
standards in their projects is thus perhaps
the most important success factor.

Skanska implements many projects with
environmental standards above the level
required by laws and regulations. A yearly
analysis of all construction projects with
contracts worth more than SEK 10 M
(USD 1 M) indicates that both Skanska
and its customers have taken initiatives
to raise the standards of environmental
performance. During 2002, a full 667 con-
struction projects were implemented with
higher environmental standards than legally
required. This was fewer than in 2001, which
is explained by lower business volume in the
Group as a whole. These projects thus rep-
resented about the same share of total order
bookings as in 2001.

The analysis shows that the most com-
monly prioritized environmental aspects are
energy efficiency and waste management,
but local impacts from construction proj-
ects such as noise and emissions to air and
water are also important.

Relative distribution
of prioritized environmental aspects

Energy Wasteincl. Chemical  Indoor Noise,
hazardous and  enviroment emissions
waste material
B Skanska initiative selection
Client initiative

%
30

25+

20

15 -

10 -

Construction projects with higher environmental standards, 2000-2002

Number of projects Contract sum, SEK bn

2002 2001
Client initiative 350 350
Skanska initiative 317 424
Total 667 774

Increased knowledge

For some years, Skanska business units have
provided employees with basic environmen-
tal training. By the end of 2002, 67 percent
of the Group’s more than 76,000 employees
had received this type of training, compared
to 55 percent in 2001. Skanska also provides
specialized training to employees who need
increased knowledge about such fields as
environmental auditing, environmental
legislation, environmental design, environ-
mental effects of construction materials and
hazardous waste. These training programs
have also attracted numerous employees.

Environmental training at Skanska,
number of employees

Type of training 2002 2001 2000

Specialist training 2,730 1,254 1,804

Audit training 318 393 289
Follow-up

At the project level, there is systematic fol-
low-up and evaluation by means of internal
environmental audits. The results of these
internal audits are regularly followed up
within each business unit.

Number of audits carried out
2002 2001 2000
Internal 1,753 1,431 1,234
External 204 185 125

The number of audits has increased as the
business units have been certified. The 204
external audits undertaken in 2002 resulted
in a number of minor and seven major non-
conformities. These were mostly remedied
immediately. The non-conformity reported
in the 2001 Skanska environmental report

2000 2002 2001 2000
156 27 18 19
391 35 53 41
547 62 71 60

related to the shortcomings in target setting
and action programs at the project level
has been remedied through, among other
things, increased exchange of experiences
and best practices.

Continued challenges

Continuous improvements in environmen-
tal management systems, initiation of high-
er environmental standards in construction
projects, implementation of environmental
training programs and the constant cre-
ation of new improvements on the basis

of internal and external audits represent

a small fraction of the work underway at
Skanska in the environmental field. Among
high-priority areas are increased energy
efficiency in buildings, soil decontamination
and the development of tools for supporting
environmentally advanced pre-construction
engineering.

More information

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

Sustainable development — Skanska Annual Report 2002 11
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New life in a forgotten city block

The divestment of CityCronan in central Stockholm, which
will soon be finalized, marks the completion of one of
Skanska’s most successful real estate projects ever.

Its success lies not only in the financial
outcome for Skanska, but also in the
fact that the project has breathed new
life into a fading urban neighborhood
by creating a living environment that
features an attractive mix of offices,
apartments, stores and restaurants.

When Skanska built the Gravlingen
city block, in central Stockholm, in the
early 1970s, that project was based
on the architectural thinking of that
period, with residential developments
being located outside the urban core
and strict, functional office build-
ings occupying downtown locations.
Deserted after office hours, the area
gradually began to deteriorate. To
Skanska, as the owner of the Gravling-
en block, this was an unacceptable
development.

In the mid-1990s, Skanska therefore
initiated a dialogue with the City of
Stockholm and other property owners
in the area. “We talked to them about
how changes in the urban landscape
could re-create a living milieu in this
downtown neighborhood,” explains
Tomas Hermansson, Project Manager
at Skanska Project Development Swe-
den. As a result of its collaboration
with the City of Stockholm, in 2000 the
business unit Skanska Sweden - under
the leadership of Project Manager Jan
Selberg - was able to begin construc-
tion of CityCronan, a far-reaching reno-
vation of the Gravlingen city block.

With the completion of CityCronan
in the spring of 2003, at a construction
cost of about SEK 700 M, Skanska has
added 21,000 sq. m. (226,000 sq. ft.)
to the existing 32,000 sq. m. property.
New office space, as well as space
for retail stores and restaurants, was
added by constructing two new build-
ings in an unused courtyard. Two new
floors of offices were added to the
existing structures, and on top of these,

Skanska added another two floors
containing a total of 47 apartments.
What is unique about the residential
floors is that they do not rest on the
underlying building but instead, like

an oil platform, stand on “stilts” that
are concealed in the underlying build-
ing. Throughout the three-year con-
struction period, the original tenants

- the computer departments of two
banks and Sweden'’s largest bookstore
- continued working in their existing
spaces. The two underlying automobile
tunnels also continued to be used by
22,000 cars per day, and the Stockholm
subway trains continued running on
schedule.

“We were also building on a ridge
that runs through the city center, so
before beginning construction, we
tested the entire area and concluded
that we couldn't risk adding even a
single extra kilogram in some places,”
says Jan Selberg, who was in charge of
construction. “So we created a massive
steel structure under, over and inside
the existing structure, in order to sup-
port the extra weight.”

“That steel structure was equivalent
to nearly half an Eiffel Tower,” adds
Mr. Hermansson. “And our tenants
continued to work as if nothing had
happened. Even the central computer
room of the SEB bank was able to
remain at the basement level through-
out the construction period.”

i

It was not only intra-Group collabo-
ration and the two Skanska companies’
joint contacts with the City of Stock-
holm that made the project such a suc-
cess. It was also an effect of the open
dialogue with the tenants. Because the
office tenants in the property remained
in place during the renovation period,
it was extremely important to plan in
such a way that they were affected as
little as possible. “For that reason, we
had more meetings with the tenants
than construction meetings of our
own"”, explains Mr. Selberg.

For Skanska, the end result of the
CityCronan project was that the compa-
ny signed its largest lease ever: all office
space in the project, totaling 30,000 sq.
m (323,000 sq. ft.), is being leased by the
Nordea banking group for 10 years. On
the basis of that lease and of the new,
attractive urban setting that CityCrona
has created, Skanska was also able to
sign a contract to sell the property to the
German open-ended real estate fund
DEKA for SEK 2.3 billion, with a capital
gain of SEK 1.1 billion that is expected
to be reported in the first half of 2003
- the largest single property divestment
Skanska has ever made.
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Organization

Skanska'’s organizational structure is based on the realization that all construc-
tion is local. The work force is local, as are the suppliers. The customers are often
local. Knowledge of local conditions and rules is a prerequisite for success.

A decentralized integrated Group
Skanska’s strategy is to strengthen and
improve the local expertise by integrat-
ing local business units into one company
— Skanska. The role of the Group is to add
value to these local businesses, while safe-
guarding financial resources and the Skan-
ska brand.

During 2002, a number of the business
units acquired in recent years have changed
their name to Skanska. For example, Skans-
ka’s American building construction opera-
tions are being gathered under the name
Skanska USA Building, Czech operations
have changed their name to Skanska CZ
and beginning in 2004, Selmer Skanska will
be called Skanska A/S while Sade Skanska
will become Skanska SA.

From the second quarter of 2003, finan-
cial reporting of Skanska’s operations will
change. The three segments known as Con-
struction-related Services, Project Devel-
opment and BOT and Services are being
divided into four business streams: Con-
struction and Services, Residential Project
Development, Commercial Project Devel-
opment and BOT. This will not involve any
organizational change, but is only intended

Group staff units

to make the special characteristics and
financial results of the various business
streams more transparent.

Executive functions and areas of
responsibility

All 16 business units report to the Skanska
Group’s Senior Executive Team consisting
of seven persons. In addition to the Chief
Executive Officer and the Chief Financial
Officer, the Senior Executive Team consists
of five Executive Vice Presidents, each with
responsibility for a number of business
units as well as one or more staff units.

The most important task of the Senior
Executive Team is to coordinate the opera-
tions of the Group, allocate capital resources
and ensure that the Group’s collective com-
petence is utilized optimally, that synergies
are achieved and knowledge transfer occurs.
The Senior Executive Team is also respon-
sible for human resource development and
follow-up of the 250 individuals included in
the Talent Management project. The Senior
Executive Team also oversees the opera-
tions of the business units to ensure that
they are developing as planned and that the
business units are effectively managed and

Senior Executive Team

controlled. The Senior Executive Team and
the heads of the business areas are presented
on page 73.

Support units

Skanska Teknik focuses on technical consult-
ing services for the Group’s business units.
It coordinates Skanska’s research and devel-
opment work. Skanska Teknik has built an
extensive network of contacts with outside
specialists, institutions of higher education
and research centers. Specialists at Skanska
Teknik also frequently serve as teachers in
the Group’s internal training programs, run
by the Skanska Leadership Institute.

Skanska Teknik also works with the
Group’s risk management and knowledge
transfer.

Skanska Financial Services (SFS) is
responsible for the Group’s financial opera-
tions. The main task of SFS is to back up the
business units with specialized expertise,
assume responsibility for the Group’s bor-
rowing, project financing and insurance
matters, as well as evaluate and manage
financial risks in the Group’s operations.

Skanska Teknik
Skanska Financial Services

Skanska Sweden

Residential P
Development

Commercial P
Development

Skanska

Selmer Skanska

Project Development Sweden

Skanska Denmark

Skanska

Skanska Oy

Project Development Europe

Skanska Poland

Skanska CZ

Skanska UK Skanska

Skanska USA Building

Skanska USA Civil |

Sade Skanska

Skanska International Projects

Skanska Services

Project Development USA

Skanska’s 16 business units, depicted above in gray, are active in four different business streams.
Six of the business units have operations in both Construction and Residential Project Development.
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Construction
and Services

Skanska'’s four business streams

Construction and Services
Construction refers to building and civil
construction. About 60 percent of sales are
related to building construction. Civil con-
struction consists mainly of infrastructure
projects, for example rail systems, bridges,
tunnels, roads, harbors and power plants.
Building construction is generally character-
ized by high capital turnover, limited capital
employed and low margins. In recent years,
the share of directly negotiated contracts
has increased; they carry low margins but
also lower risk than other forms of agree-
ments.

Margins in civil construction contracts
are traditionally higher than in building
construction, since civil projects require
more capital than buildings. A growing
trend in civil construction is design-build,
where Skanska assumes responsibility for a
larger portion of the value chain than con-
struction alone (see also BOT). This type
of contract requires much greater expertise.
The number of competitors is thus fewer.
Design-build contracts today account for
about 20 percent of order backlog.

The main business of Skanska Services,
Facilities Management (FM), includes a
broad spectrum of services related to opera-
tion and maintenance of properties, as well
as individually tailored contracts for prop-
erty management. By lowering the costs
of property upkeep and workplace-related
services, Skanska Services generates value-
added for its customers. Contracts run for
an average of three years and are renewed
based on economic outcome.

The market for FM services is growing
rapidly. Companies are increasingly interest-
ed in outsourcing the management of activi-

Order backlog, SEK 138 bn

Residential
Project Development

Duration

Payment type

M Construction  68% M Costplus 19%

in 200

in 2003 Tendered 46%

Construction  32% fixed price

in 2004 - M Negotiated  35%
fixed price

Commercial

ties that fall outside of their core business.
Because margins are higher than in construc-
tion operations, it is an attractive market
for Skanska to develop. Today it accounts
for less than 2 percent of Group sales. The
aim is to increase the volume, so that it can
play a larger overall role in generating share-
holder value for the Group. Construction
and Services account for about 98 percent
of the Group’s total sales and 51 percent of
Skanska’s capital employed.

Residential Project Development
Successful residential project development
involves challenges quite different from
construction. It is another type of busi-
ness, which must be evaluated on the basis
of return on capital employed. From the
second quarter of 2003 onward, this busi-
ness stream will be reported separately from
construction operations in Europe. Today
Residential Project Development accounts
for 13 percent of capital employed.

Commercial Project Development
Skanska carries out commercial project
development in a number of markets in
Scandinavia and Central Europe. Commer-
cial Project Development accounts for 33
percent of capital employed.

These operations focus on office and
retail projects, where the objective is to
complete the entire development cycle
—land purchase, planning, pre-construc-
tion engineering, leasing, construction and
divestment — within an average period that
should not exceed three years. In the future,
the focus will continue to be on the stages
of a property’s life cycle that add the great-
est value, with planning, leasing work and
transaction work as the most important.

Carrying out project development work
successfully on a long-term basis requires a
portfolio of completed properties. Manag-
ing and improving this portfolio are impor-

Value creation in Project Development

Value

©

Time

18-48 months

Planning/  Design/  Leasing  Construction  Property sale
zoning  Pre-construction Management

Project Development

tant elements in project development work.
This provides daily contact with the leasing
market, which both consolidates Skanska’s
position as an attractive alternative for ten-
ants and generates prospective investors

for the Group’s project portfolio. Further-
more, it lends flexibility to the divestment
process if Skanska can time the divestment
of properties on the basis of market-ori-
ented assessments. These advantages can be
obtained even though the size of the property
portfolio decreases.

The size of Skanska’s portfolio of com-
pleted properties will shrink, as we realize
capital gains from our project development
work by maintaining a high turnover rate.
Over an economic cycle, the proportion of
capital tied up in project development work
will also increase, compared to the propor-
tion of capital tied up in completed projects.

BOT
Build-Operate-Transfer (BOT) refers to
infrastructure projects that are financed pri-
vately, instead of via public funds or taxes.
BOT projects may include everything from
pure infrastructure such as roads, bridges to
schools, hospitals, prisons and power plants.
Skanska’s expertise in this field encom-
passes the whole chain from financing to
design, construction, operation and main-
tenance of the finished facility. The Skan-
ska Services business area can also handle
certain service portions of a BOT project.
BOT projects are carried out together with
Skanska’s construction units, but the BOT
unit’s investment must be financially self-
sustaining on its own terms. Skanska’s BOT
projects take place in collaboration with
one or more partners. During the contract
period, the projects are owned by Skanska
or a consortium to which it belongs. When
the contract expires after 20-40 years, the
entire facility is handed over to the original
customer, free of charge or at a contracted
residual value. Completed BOT projects
thus offer a uniform revenue stream, mak-
ing completed BOT projects attractive
acquisitions for investors that require reli-
able and steady income, for example pen-
sion funds. Skanska’s objective is to divest
BOT projects as they begin to generate sta-
ble revenue streams after completion. Today
BOT operations account for 3 percent of the
Group’s capital employed.
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Business units

The graphs show the composition

of the order backlog at year-end

M Building 39%
construction
Civil construction

M Services

Skanska Sweden

Selmer Skanska

17%

83%

Skanska Denmark

Skanska Oy

22%

20%

78% 80%

The construction units in Skanska’s ne
home markets are the core of its ope
In 2002, these companies completed

many projects that help create good
" traveling and working environments.

Skanska Sweden

Change 2002 2001
Order bookings, SEK bn -11% 244 273
Net sales, SEK bn -10% 255 284
Operating income, SEK M -39% 456 745

Operations specialize in residential and
commercial building construction, as well
as civil construction projects. The economic
slowdown that began during the autumn
of 2001 continued throughout 2002. Large
loss provisions in a few civil construction
projects in Stockholm and delayed projects
in the Stockholm residential construction
unit pulled down earnings.

During the year, Skanska Sweden signed
a conditional agreement with the Swedish
Rail Administration to resume rail tunnel
construction under the Halland Ridge
(Hallandsas). The project will take place
in a consortium and, if implemented, will
represent a contract value of about SEK 2.2
billion. The project is not included in order
bookings for 2002.

The Swedish construction market is
expected to shrink during 2003.

Selmer Skanska

Change 2002 2001
9% 88 97
6% 86 9.1

-128

Order bookings, SEK bn
Net sales, SEK bn
Operating income, SEK M 95

Operations specialize in residential and
commercial building construction, as well
as civil construction work. The Norwegian
construction market has shown weak
growth in the past two years.

After a sizable loss during 2001,
operations were restructured toward fewer
but more profitable profits.

The Norwegian construction market is
expected to grow slightly during 2003.

Skanska Denmark
Change 2002 2001
+6% 43 41
-20% 46 58
-198 -1,030

Order bookings, SEK bn
Net sales, SEK bn
Operating income, SEK M

Operations specialize in residential and
commercial building construction, as well
as civil construction projects. After having
remained stable since 1999, the market
shrank during 2002.

Skanska Denmark has undergone a
restructuring during the past two years.
Operations have been concentrated in
fewer units, with a focus on fewer but more
profitable contracts. During the fourth
quarter, restructuring expenses of SEK 162
M were charged to earnings after Skanska’s
strategic review.

The downturn in the Danish
construction market is expected to continue
during 2003.

Skanska Oy

Change 2002 2001
+10% 92 83
+10% 97 88
-85% 18 122

Order bookings, SEK bn
Net sales, SEK bn
Operating income, SEK M

Operations specialize in residential and
commercial building construction, as well
as civil construction projects, in Finland,
Russia and Estonia.

The Finnish residential construction
market continued to show strength. In
commercial construction, the market
trend remained weak. Operations in Russia
reflected a continued strong construction
market. Operating income declined due
to property writedowns as well as certain
accounts payable. During the fourth
quarter, restructuring expenses amounting
to SEK 44 M related to the divestment
of operations in Latvia, Lithuania and
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Hungary were also charged to operating
income.

During 2003, the construction market is
expected to shrink in Finland but grow in

Russia.
Skanska UK

Change 2002 2001
Order bookings, SEK bn -26% 195 26.2
Net sales, SEK bn -4% 21.0 218
Operating income, SEK M 350 -23

Skanska’s operations in the United
Kingdom focus on building and civil
construction, but have various special areas
of expertise in construction-related services
as well. Skanska UK is also responsible for
two partly owned companies in Asia, the
stock exchange-listed company Skanska
Cementation India (80 percent) and
Gammon Skanska in Hong Kong (50
percent). In addition, Skanska UK includes
four remaining joint venture projects

with the British construction company
Costain. Skanska UK is also responsible for
Cementation Africa, which works with shaft
sinking for the mining industry. Market
growth has been driven by private finance
ini