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Introduction

During the year 2002, an optimistic atmosphare
prevailed in Kowait's real estate sector. This positive
autlook was encouraged by several factors; most
impartantly the government's initiaties towards
vitalising tha private sector's role in the Kowaili
econormy and attracting the private sector's contribution
o furthenng naticnzl devaloprment. Such initiatives
wiere: miainly manifested in accelerating the privatisation
of infrastructure projects and othar BOT (Builk-Cperate-
Transier) projects lenderad in the market,

Other factors that solidified the real estale sector's
positive cutlaok inchaded higher ofl prices which
enabled the government 1o increass expenditung on
vital projects. Similary, the flow of UN compensations
creatad an additicnal liguidity that gave momentum to
several local economic sectors, including the real estate
sactor that dispiayved an energetic parformances
accompanied by a rigs in prices. Thess factors
tavouraily reflected on the performance of the Kuwait
Slock Exchange during the vear, particularly in the last
guartar, with the KSE Index soaring up to levels that
placed T amongst the best financial markets of the
wrarld.

Anothar factor that contributed to the revval of the raal
eatate sector was the requeant reduction of interest
ratas on fending. This enviranment encouraged real
estate investars 1o borrow funds and expand their
investments. Salhia Baal Estate Company was no
exceplion. It borrowing activitias peaked during 2002
in order to finance its stralegic expansion in both local
ana foreign markets, Other cijectives underlying this
incraasad borrowing included the Company's dasire 1o
ennance its contritulion to urban devalaoment in the
country. Thase decisions enabled Lhe Company to
reaffinm its leading position in Kowait's real estate sector
as a picnesr, infroducing the katest concepts of
architectural design and maintaining the highest
standards thal meet the expectations of discerning
clizntele,

Introchuction

With the same focus i mind, Salhia Real Estate
Company took the initiative of developing the Araya
project, which is viewsd as a masterpiace of
architectural art in Kuwait, Located in the heart of the
commearcial and financial distict of down-town Kowait,
Arrava incorporates axtracrdinary design, flawless
engineering, and the highest standards of safiety,
comveniznce and efficianoy of performance, &rava
project does not only satisfv the present necds of
discerning tenants and shoppers, but also responds Lo
future changes in stvles and trends, This integrated real
estaie solution combinas multi-purpose units such as
carporate ofices and commercial complex. Arraya'’s
image as an architectural landmark is enhanced by the
Courtyard Hotal managed by Marriott International Inc.,
with its long experience in managing hotels worldwids,
Arraya also inciudes a modern convention centre and
a muiti-story car park. This mulli-function modearm
erwironment is complemented by a numier of
high-class recreational faciities that enhance visitors'
perception of Arraya as & glittering jewel on Kuwait's
architestural landscape, It also reinforces Salhia's
leacing position and stands out as ancther success
stony of the company serving the Kuwalti society and
ertrancing Huwai lifestyles.

Salhia Real Eslate Company looks forward to the futurs
with confidence in its success and the pioneasring rola it
plays in adding acsthetic beauty 1o Kuwait and creating
avery positive impression onovisitors 1o the country
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Salhia Real Estate Company looks to the future with
confidence and optimism. Confidence that is drawn
from the company’s human assets and financial
resources that create a strong competitive edge

and an optimistic outlook derived from the consistent
growth of the company’s portfolio and profitability.
Both will ensure a maximisation of value for
shareholders and a rewarding return on their
iInvestment in the company.




Chairman’s Message

Dear Shareholders,

I {5 my pleasure to present the Board of Directors’
report on the activities of tha company during the
financial year endad 31 December 2002 and to
congratulate you on the good results acheved by
the Company during this perod

2002 has been a year of significant achievements and
accomplishmeants, both domestically and abroad
Salhla Real Estate Company poasted highly acceptable
cperating resuits in terms of both profitability and
grawth, Total profits of the company stood at

KL 20,5 millon, compared to KD 18.0 millor in 20071,
an increase of 12.2%, Net oparating profit reached

KD 6,63 millicn, up by 11% from the previous year's net
profit of KD 5,80 milion, The company's total assets
also increased 1o KD 152.72 milllon, up by 10.4% fram
KD 13691 millicn for the previous vear, Sharsholders’
equity rose by 5.4% trom KD §2:32 milion in 2001 1o
KD 6596 milion in 2002

l-am pleased to inform you that the ocoupancy ratio in
all of the company’s local properties rached 100% by
the end of 2002, and that all our projects are smoathly
progressing according to the scheduled phases. During
Ihe: yesar, a st of favourabie factors reflacted positivety
on the costs of these projacts. Not only did we secure
compeatitive rates from the contractors, but werg aiso
abia to source bullding matenals st prices that: wearn
levver than those estimated in the prajects’ budgets or
within their limits. Another positive factor was the
recluction of mtersst rates on lending during 2002,
which was the year in which our borrowing reached its
peak, s0 a3 10 finance exgansion in the company's
activities. This reduction mrates feduced the cost of
Tunding 1o kbwer than expected levels.

Az originally planned, work Is steadily prograssing on
the Arraya progct which s schedulad for opening in tha
second haif of 2003, Arraya s viewsd as a masterpiece
of modern architecture that enhances the architectursl
style of Kuwait by adding a new dimansion o civlised
living and harmomises with the prospenty and
advancemeant of the country. We are alzout to finalise
the leasing of the commercial complex in thes unigue
architectural tandmark which has received extracrdinary
Imterest from prospective tenants.

Chairman’s Message

The Salhia Car Park project is progressing as
seheduled and will be ready for operation dunng the
sacond haf of 2003, It must be meantioned that this
project is not merely & car park, but represants an
architectural initiativa that adds another assthetic
dimengion ta the Salhia area. The parking space
avallable in the two basements will sigrificantly
contribute 1o easing the parking problem m the Salhia
ared and will facilitate the access of visitors and tenants
1o the Salhia Compiex and Sahab Tower. This should in
lirn increase the number of shoppars,

The Sathia Complex Entrance project 12 axpected 1o be
completed saon and will integrate ssamlessly with the
urious appeal of the entirg project,

Another prominent development during the year wis
thiz signing of an agreemeant with Marriott Intermational
I o manages the company's hotel (formerly known as
Le Merdien Hotel), \With this agraement, JW Mamott
Hatel will be the first of its kind in Kuwsat and the
second hotel opened in the region under this name.
The company also agreed to award the management of
the convearition centre in Arraya to Marriott international
Ine.. It is warth mentioning that the company signed
last Cciober 2001 a similar agreement with the same
groug to manage Courtyard Marriott Hotal n Arraya.

It is hoped that these agreements will upgrade the
maragement style of the company's hotets, aiven the
high reputation the Marriott Infernational Inc. enjoys and
1he extensive experience il has in managing hotels,
Thesea facts should reflect postvaly on Salhia Heal
Estate Company's income from the hotels sector.

Iry the international arena, the company'’s expansion
was concantrated in UK and Germarky, Our URK-based
affiliate KR purchased the Alstom portfolio consisting
of 19 properties with a total value of KO 53.5 million

(£ 111 millign), This portalio, which was purchased
follewing the increase of KPI's capital, is expected 1o
yvietd an annual return of KD 5.3million (£ 11 million),

or sbout 10% of the porttolia's value. Tha leasng of the
components of this portfolio i guaranteed because it
was actuired on a kase-back basis.

malhg R Bslate Cormpany K3
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2002 has been a year of significant achievements
and accomplishments, both domestically and
abroad. Salhia Real Estate Company posted highly
acceptable operating results in terms of both
profitability and growth.




Chairman's Message

Chairman’s Message (continued)

In Germany, Haddia GmbH adopted a plan for
2xpansion in the acquiston and management of
residences used as nursing homes for elderly citizens,
The company & currently developing one of its
buddings In Appen, which s expected to open in
October 20083, Haddia GmbH also acquired three
Incations for developing five buildings and expects work
on the project to cemmence in 2003, The company's
axpansion plan will be completed dunng 2004-2005,

Recognising the nesd to keep pace with global
develapments in infarmation technclogy and
communication systems, Salnia Real Estate Company
urdertook-a projact for upgrading ts 1T capabilities.
The Oracka system with all of Its suppaort systems and
applications for finance, real estate, human resources
and marketing departrmignts was introduced and
mplemented. The system provides on-lineg infarmation
on Ihe curent status of each of the company's
domestic and forsign activities and finks all such
actvities fo-an advanced database. It also provides a
o for upgrading the company's perfarmance and
services and for exercising necessary control on its
vanous divisions,

The Human Rescurces department also undenvent &
restructuning process that impacted differant
administrative systems, genaral policies, personnel
procedures and administrative affairs policies. In order
to ensure the succass of the restructunng process, the
compary-appainted an intamational firm of speciatist
for the development and mplamentabon of these
MANAgement Sysiems.

Salhia Real Estate Company looks to the future with
confidence and optimism, Confidence that is drawn
from the company's hurman assets and financial
resources that create a strong competitive adge

and an optimistic outiock derved from the consisternt
growth of the company's portiolio and profitability,
Both will ensure a maximisation of value for
shareholders and a rewarding return on their investment
in the company. During 2003, the company wil
maintain s focus on completing and managing thie
axialing projects, white strategically considering a
numier of naw projects in both the shaort and

long terms

Finally, | would ke to express our despest gratitude

to His Highness Shelkh Jaber Al-Abmad Al-Jaber
Al-Satah, the Amir of Kuwait, and our sincers
congratulations on the 25th Anniversary of

His Highness's accession to the throne of tha State of
HKuwait, and to His Highness Shekh Sa'ad Al-Atdulish
Al-Salern Al-Satwah, the Crown Price and Prims
Winistar, for their continued support and patronage of
riational institutions, On behalf of the Board of
Eirectors, | would also ke to axpress our thanks to all
our snarahodders for thair confidenca in the Board and
their consistent sugport to the company, enabling it to
achieve ts strategic objectives, Our thanks are also dus
to the mamiars of the board and the company's ioyal
and dedicated staff, whose sincere efforts played a
crucial role in achieving satisfactory results in the

year 2002,

D

Ghazi Fahad Alnafisi
Chairman & Managing Director

oG ar
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The company posted a net operating profit of
KD 6.63 million in 2002, an increase of 11% over
KD 5.89 million in 2001.

In view of these encouraging results, the Board of
Directors is recommending the payment of a cash
dividend of 20% per share for the shareholders.
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Report of the Board of Directors

Board of Directors
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Ghazi Fahad Alnafisi
hairman and tanaging Director

Salah Fahad Al-Marzouk
Vice Chairman

Abdulaziz Saud Al-Babtain
Board Membar

Abdul Latif Abdul Karim Al-Munayyes
Brard Mamber

Anwar Abdulaziz Al-Usaimi
Board Mamier

Faisal Abdul Mohsen Al-Khatrash
Board Mamber

Sheikh Mohammed Jarrah Al-Sabah
Board Member

Hassan Abdullah Al-Mousa
Board Member

Youssel Easa Al-Othman
Board Member

Ahmad Faisal Al-Zabin
Board Member

Marzouk Fajhan Al-Mutair
Board Member

Introduction

The Board of Directors of Salhia Beal Estate Company
s pleazad to present (o its sharsholders the annusl
report for 2082, which covers the company’s financial
and operating postion for the period ended

31 December, 2002, as foilows:

Balance Sheet

The Company's fotal aesets stood at KD 152,72 million
in 2002 compared 1o KO 136.91 million m 2001

an increase of 10.4%. At the same time, total real
estate investment and fixed assets grew to KD 118.8
millian compared o KD 1068 million i 2001, an
Increase of 10.8%.

Statement of Income

The company posted a net operating profit of KD 6.63
rrullicn in 2002, an increase of 11% over KOS5 .89 milion
N 2001, In view of these encouraging results, the
company's Board of Directors is recammending tha
payment of a cash dividend of 20% per sharma for the
sharshoiders.
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Report of the Board

Salhia Real Estate Company's Local
Investments

Salhia Complex

Standing in the haart of the lively commercial and
finarcial district of Kuwail city centreand located
adjiacent o the luxurious VW Marriott Hotel, Salhia
Complex was establizhed back in 1878 and is
considered ona of the firsl shopping centres in Kuwait
and the region.

Although quarter of 4 cantury has passed since its
establishment, Salhia Complex still commands an
unparalaled and distinguished image among cther
centars. In order to maintain this unique appeal,
Salhia Beal Estate Company has undertakan various
pHang for developing and renovating the complax and
refurbishing all of its components, The company has
inyested over KB 860 thousand during the past few
years and as a result Salhia Complex has maintained
a 100% oocupancy rate.

The an-going rencvation and refurbishmeant have
increased the complax's rentablearea to 12,817 sguare
metres. Consequently, annual rental revenuss were up
by 9%, Increasing from KD 3,504,926 in 2001 to

KD 3852068 in 2002,

By the end of 2002, substantial progress has been
macde in the execution of the renavation and
refurbishing program such as

* Renovalion of all utiiies and services and upgrading
fire fighting, secunty, and safety systems.

+ Cregtion of an additional area, which favourably
reflected on annual rental revenies.

i
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SALHIA COMPLEX

Report of the Board of Directors - Local Investments

of Directors (continued)

= The addition of a new collection of internationaily
renowned names to the current st of tenants in
Salhia Compiesx,

* Modemising the complex’s car park In the first and
spcond basermants by repaiiing and renovating all
utilites and servces such as fighting, signage,
as well as security and safety equipment

* The appomtment of an enginearing firm to rerew all
architectural, electncal and mechanical plans of the
complex, along with updating and providing
computensed data in accordance with internationalky
acceplted systems.

o The appointmeant of an internaticnal consulant for
developing and designing the complex's internal and
external signage system,

Salhia Complex Western Fagade

The development of the westarmn fagads of the complex
is substantially complete, making this fagade the main
entrance fo the complex. With the completion of tha
construction ard remodaling phases, Sathia Complex
will display a highly attractive entrance and an elegant
facade of xurous showrooms on the ground floor, of
wiich an area df 351 square metras has already been
leased 1o reputable international companas, The first
and sacond fears of the new tagade pravide a total
area of 1,320 square metres, which will be used a3
headguarters for Salhia Heal State Company

Thiz project is expacted to be completed during tha
second hall of 2003,

Salhia Car Park Project

Salhia Car Park project = ane of the most important
projects executed by the company in the Salhia anea
The car park aims to serve both tenants and visitors of
Salhia Complex and Sahab Tower. Salhla Car Park has
exclusive features such as escalators that link the first
and second baserments with the ground floos The car
park is also equipped with automatic machines for
saft-servce and payment of fees. The Salhia Car Park
project is expected to be completed during the second
half of 2003 providing about 455 parking lots
distributed on two basement fevels. As for the ground
flaor of the project, final designs Rave been developed
for thie landscaping that comprise of a plaza, gardens,
fountains, lighting and other integrated services.

w11
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institutions’due to its high quili /" ;

services, Occupancy ratio if Sgfab
to 100% during 2002
KD 808,527 at year end.




Regont of the Board of Directors - Local Investments

Report of the Board of Directors (continued)

Real Estate Investments in Al-Asima Area

Salhia Heal Estate Compary owns several strategically
located properties n Al-Asima Area. The list of
proparties inchides:

Sahab Tower

Cpened in 1998, Sahab Tower still maintains an
excallent reputation among iocal and nternational
matitutions due to its high gualty and supert services,
Ooocupancy ratio in Sahab Tower increased to 100%
during 2002 with total annual revenues of KD BOA 527
at year end,

Fahad Al Salem Street Properties

Salhia Feal Estate Company owns sight buiidings in a
prime location directly cvarlooking Fahed Al Salem
Streat, with a total arsa of approximately 3,605 squan
metres, The portfolic consists of showrooms,
commercial offices, residential apartiments and stores,
Occupancy ratos n these buildings increased to 100%
during 2002, thus total arnual revenues increased o
KD B52.223.

Al Soor Street Property

The company also owns a property overlooking Al Soor
treet which consists of a builging accommodating
showrooms, commencial offices, stores and residential
apariments, with a total area of 1 222 square matras,
The coccupancy ratio in this buliging rose to 100% i
2002, bringing total annual révenues up to KD 232,077,

sl
Al Sahab

Al Shuhada Street Property

Salhia Real Estate Company has finalised the purchase
of property overlooking Al Shuhada Streat with a total
area of 2,900 square matres, and has already started to
executs a residential progect consisting of two 15-floor
tawers with residential apartments. This bullding will be
usad as accommodation tor the staff of Salhia Real
Estate Company and itz hotals,

Al-Asima Property

Salhia Real Estale Compary owns a number of
nvestmaent and comimercial properties m Sharg with a
total area of 21 thousand square melres occupying a
large and urigue island site rargly found in Al-Asima
arsd, This island site, which is surrounded by important
streets i5 also directly overlooking Al Shuhada Street
and Khalid Bin Al Walsad Street.

The company has finalised several plans for tha future
developmeant of these proparties. The design concept
inciudes constructing commercial cantres comgnsing
of luxunous showrooms, commerceal offices,
recreational utlities, car parks and integrated services
that cope with the urban develapment in Al-Asima area
and miest the future goals of the company,

The comgany has submitted these concepts and

studies to the concerned authorities (o obtain the
necessary offlicial licensas and approvals.

Satha Redl Estate Corpany K500
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During the past few years Salhia Real Estate
Company has invested more than KD 4.6 million
on a comprehensive renovation and refurbishment
program for the hotel aiming to maintain its leading
position in Kuwait and the region.




Report of the Board of Directors - Local Investments

Report of the Board of Directors (continued)

JW Marriott Kuwait Hotel
({formerly Le Meridien Hotel)

The year 2002 witnessed numaerous developments and
actigvernents; at the forefromt of which was the
agraement signed with Marriott Intermational Inc,

The agreement awards the management of the formisr
Le Meridien Hotel to Marriott International Inc. thus
creating the first W Marriott Hotel in Kuwait,

Marriot! International Inc., a leading worldwide
hospitality company calebrating its 75th anniversary in
2002, has over 2,800 operating Linits in the United
States and 65 other countries and terrtories and has
approximately 145 thousand employees. In fiscal vear
2001, Marrictt International |nc, reportad system sales
of US% 20 bilion,

Ciuring the past few years Salhia Real Estate Company
has invested mare than KD 4.6 milion on a
comprehensna rencvation and facelft program for the
hatel aiming to maintain its leading position in Kowart
and tha region. During 2002, the company continued
the renavation and refurbishment works, which included
the complete renawal and uparading of all rooms from
the th to the Sth floon Luxurious furnituse and new
technology were tastaiully incorporated nto each room
The rencvation program also included the: creation of
four additional suites combirimg luxury with
Comvenlenca and privacy in resgonss to the demanding
expectations of visiting VIP's and dignitaries which
brought the total number of suites in the hotal to 75,

s g jla gdin o 348
JW MARRIOTT HOTEL..

—  EKI'WAIT

In order to present a more ue class and stylish appeal,
the hotel's main entrance was re-designed and
expanded to creale a mawstic and lasting first
impression for guests. The hotel management also
upgraded its fleat with a number of luxury maousines,
The health spa an the 1580 floor was modernised with
the latest equipment and a beauty centre was added to
its facilities. Information and communication systems of
tha hotel also received an upgrade and were enhanced
with the latest technology, such as the “Fidelio” system,
which provides on-line information about guests thus
enabling hoted staff to work more efficiently and to
improve customear servicss.

]
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Report of the Board of Directors (continued)

Arraya Project

Arraya project is one of the most important and vital
real estate investmants m Kowait city, i is an
architectural icon that stands across the Kewait skvline
averipoking the rapigly developing Shubadaa Street in
the Sharg area. Arraya is a unique integrated real estate
solution that adds agsthatic appeal 10 sumounding
areas, Araya also encourages further urban
devalopments in this part of AL-Asima particularly since
It lacks such architectural landmarks,

The project’s soft-opaning Is scheduled for the second
halt of 2003, and by the end of 2002 the company has
made significant progress in the construction and
finishing phases. Costing about KD 29 millicn, Arraya
will be a prominent architéctural landmark, generating
renaarcling revenues that will enhance the company's
financial position and adding another spectacular
succass foour long list of accomplishments

Arczya consists of 3 luxury shapping cantris, corparaie
offices, a business hotal, a convention centre, a
multi-stary car park and a recreational plaza.

Arraya Shopping Centre

With its world-class appeal, Arrava Shopping Centre
symbolises the modern and laxiry concept of a retail
atmosphera. it consists of three floors with a total
rentable area of 10,450 square matres, in addition toa
2,000 sauare metre basaemant level allocated for stores
and other high-guality serices. By theand of 2002, the
Comgany compiated the lease of most of these areas
oo prominent International companies specialising in
fashion and jewellery and ether high-profile names that
fit in parfectly with the-company's marketing strategy for
the complax

e

)
ARRAYA

Arraya Corporate Offices

Amrayva’s corporate office floors provida the most
advanced technology avalable with a total remtable
arga of about 5,880 square metres extanding on Seven
floars, starting from the 230d fioor to the 29th floor
MNegotations are already underway with numerous local
and international companies and institutions for leasing
these floors.

Salhia Feal Exlaie Company K 2.2 (Closad) and Suhsidiarios



The project’s soft-opening is scheduled for the
second half of 2003, and by the end of 2002 the
company has made significant progress in the
construction and finishing phases. Costing about

KD 29 million, Arraya will be a prominent architectural
landmark, generating rewarding revenues that will
enhance the company’s financial position and adding
another spectacular success to our long list of
accomplishments.
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Report of the Board of Directors (continued)

Courtyard Hotel by Marriott

Betore the end of 2003, Kuwait will witness the opening
af the Courtyard Hotel by Marmiott following the signing
of an agreement between Salhia Real Estate Company
and Marriott International Inc, The hotel uriquely
responds to the needs and requirements of
businessmen and vistors seeking high-guality services
at modarate prices. The hotel offers about 318 rooms
and suites, in addition to a large lobby on the second
floar, two cafés, a specialty restaurant, a roof-top
swimming poal and a wel-eguipped health cluk.

Open 24 hours daily, the business centra in the hoted
includas a special meeting room equipped with sateliite
and intermet lacililies and its own praying area

The hote! also contains a special meeting and function
nall located on the third floor offenng about 900 square
matres of space dividad into five luxurious meeting
rooms of vanous sizes and specifications

Arraya Convention Centre

The convention centre comprises of spacious and
luxurious halis cputently furnished and equipped with
the latest audio-wisual and communications. systems.
Dunng the year 2002, the company awardad the
maragement of the comention centra to JW Marriott
Hotel, a brand of Mamiott International ina.

Arrava Corvantion Cantre will be one of the most
spacious centres in the region, consisting of two fioors
and a basement for services. Built on a land with a total
space of 2,750 square metres, Arraya Convention
Centre offers a grand ballroom and numerous function
raoms with a total meeling space area of 2,500 square
metres. The cantre will be located diractly on a newly
constructed strast within Arraya project, and will
provide large, stylish entrances for VIP guests.

Thie centra will be directly connected to the car park
tuilding through wide passageways to facillale visitar
access to the centre.

Arraya Car Park

Arraya Car Park is more than a mere car park; it forms
the: primary component of the project since it connects
all the components of the project with each other,

The car park building I8 construcied on approximately
14,000 squars metres, with a total cost of around

KD 4 milion. The seven-floor building can
accommodate maore than 1,400 cars, and is directly
cannectad to Arrava Shopping Centre with pedestrian
bricges and also connected to the comvention cantre
with ‘wide passagewsays.

Bahia Seal Bstate Company HLE G (Clnae
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Report of the Board of Directors (continued)

Salhia Real Estate Company's
Faoreign Investment

Key Property Investments Ltd. (KP1)

kay Property Investiments Lid. (KPR s ownead eqgually
betwean Salhiz Feal Estate Company and St Modwen
Propertias, UK. The prime obective of the company is
the icentification of suitable propery investmeants in
Britain, primarily those that have the potential to result
in higher rental revenues and market value once
aeveloped,

Since its formation on 16 May, 1997 in Britan, KPl's
financial resuls and performance has been consistently
positive and promises a future of growth in assets and
pperational resenues. The strategic allances has enabled
the partrershio to make profitable indestment decisions
and efficiently manage the company's projects.

Based on the success of the compary in achieving

Its goals. the Board of Directors at Salhia Real Estate
Compary and 5t Modwen Properies resobed in 2002
to extend the lite of the joint venture and to Increase
KPI's share capital fram KD 12,1 milion (£ 25 millicn)
to K 24,2 miflion (€ 50 milion). This will allow tha
company o benshit from prevaling mvestrment
apportunities n the LUK markest,

At year and 2002, KPS total rental income reached
KD 4,1 million (£ 8.5 millon) on-a total asset base
of KO 52.3 miltion (£ 108.5 million), The company's
net pra-tax profit was KD 1.3 milion (£ 2.7 million},
whibs net profit afler tax was KD 925 thousand

(£ 1.92 million),

KPI's activities for the year 2002
Farmmbeorough Town Shopping Centre, Hampshire

Farmborough Town Shopping Centre is.a mix of
caommercal offarings including retail shops, ofice
buildings, residential fiats, a multi-stary car park,
iesure facilities and otbar seraces. [t also cortains a
covered shopping centra, Kingsmead, and an open
air precinct for pedestrians, Quesnsmead. These two
interconnected commencial centres comprse a total
built up area of 31,568 square meatres, The centre s
undergoing a redevelopment and a facalft plan o
creale new multi-size commercial units, residental fiats
and additicnal parking space. Al the end of 2002, the

centre postad a gross rental income of KO 1.4 milfion
(T 2.9 milhon) incorporating a rentable space of 334
thousand squars feet. KPS overall strategy. proposed
in the past few vears, cals to redevelop Farmborough
Town Shopping Centra in order to fulfil the needs of the
[ooal community, The kay elaments of this strategy ara

s A pew lgisure complex with g family entedainment
centre including restaurants, cafe bars and electronic
towling on the ground ficor, and a multiplex cinema
an the first floor

* |mproved ancharage in the town centre, including
the construction of a new food store at the northem
end of Cueenzmesd and the creation of two sizable
retall units,

« Tha creation of new larger retail units to suit the
needs of modern retallers and attract more
*Heah Street” names to Farnbarough,

Variols proposals put torward as a2 result of this
strategy are moving ahead satisfactanty.

Queensgate

Work is progressing to create 4 additional units and
24 one-bedroom flats. The work is scheduled for
complation during the first auarter of 2003.

The Mead

Wiork in Tha Maad, the link betwaen Quesnamesd and
Princes Mead, has commencead 1o create a 24
thousand sguare, feet, three-story retail devaloprment
as well a3 seven ground floor units. The construction
& achaduled for completion during the second guariar
of 2003,

The Maﬂagemen[ also obtained planning consant to
develop 230 thousand square feet of ratail space, 61
thousand sguare feet of offices, and 96 residential units
al the north end of Cusensmead,

Sania Seal Fatate Company K525 iGiosed) and Subsiaanes



The strategic alliance has enabled the partnership
to make profitable investment decisions and
efficiently manage the company’s projects.
Based on the success of the company in
achieving its goals, the Board of Directors at
Salhia Real Estate Company and St. Modwen
Properties resolved, in 2002, to extend the life of
the joint venture and to increase KPI's share
capital from KD 12.1 million (£ 25 million) to

KD 24.2 million (£ 50 million). This will allow the
company to benefit from prevailing investment
opportunities in the U.K. market.




Repor of the Board of Directars - Foreign Investment

Report of the Board of Directors (continued)

Elephant & Castle Shopping Centra

The centrg iz a substantial retail leisure and office
complax with total area of 33,850 square metres
arigmally built in the 1960 and occupies the majority
of an sland ste formed by the New Kent Boad,
Wabtworth Road and Elephant Placa.

kP completed the purchase transaction In July 2002
for a total price of K 14,1 milion (£ 29.25 milion) with
a gross rental income:of over KD 1,446 million

£ 3 milin), The net property yield at acquisition time
wias 7.8% per annum, The Management hopes o
increase the weld ta 10% per annum in the year 2003
by utlising vacant spaces and reducing service charge
expenditure,

Refuge Assurance Fortfolio

KPP continues to hold six progerties comprsing of setail,
office, residential and industnal units that were acquired
as part of the Refuge Assurance Portiolio m 1997
Thease properties are distributed throughout
predominantly secondary retal locations in established
cities such as London, Banbury, Cheadle, Erdington,
Crpangton, and Sheffield, Total book value of tha
partfolio is estimated (o be KD 1,828 milion

I 4 miflian), with total annual rent revenue of KD 385
thousand (£ 800,000) at the end of the year 2002

Marconi Portfolio

KPR also awns Marconi Portfolia, an imastmeant
comprising of eleven properties distributed in sight
cities around the UK, These properbes occupy a total
fioor space area of 1,876,000 sguars feet utilised as
office Tuidings, industrial units, warshouses, play fields
and opean storage spaces. Purchased in November
2001, the book value of Marconl Porttolio is estimated
to be KD15.8 milion (£ 32.8 million) at the end of the
year 2002,

Alstom Portfolio

In December 2002, KPI completed the purchase of
Alstom Portfalio, an imvestment comprising of ningleen
properties. This portfolio, which occupies a total floor
space area of B milon square feet. has a total value of
KD 536 milien (£ 111 million). The leasing of the
components of this transaction 13 guaranteed becauce
it was acquirad on & lease-back basis. Accondingly, the
Alstom Portfolio is expected 1o viedd an annual return
ot KO 5.3 milien (£ 17 million), or about 10% of the
porttolios value,

Haddia GmbH

Haddia GmbH is engaged In the developmeant,
ownership and management of residences and nursing
homeas for senior citizens in the Federal Bepublic of
Garmany, Salhia Real Estate Gompary owns 89,72%
equity stake in Haddia GmbH, Since 1994, Haddia
GmbH has been remarkably successiul in managng
its portfolic of residences and has won sincers
appreciation from German companies involved in the
care of the eldedy,

Apart from upcoming projects, Haddia GmbH holds
thirteen properties consisting of ten nursing homes and
three senor residences with a combined total of 1,074
beds, all designed to offer quality care and comfort to
senior citizens, The properties are concantrated mianly
in Hannowver, Bad Pyrmont and Bad Schwartau

The company's motto is to provids its residents with
quality servicas,

Al the end of the year 2002, Haddia GmbH's revenuss
reached a total of KD 8.4 milion (& 29 million), The
aszets tofalleg KD 29,2 million (€ 92.6 mulkon), while the
1otal sharehokdars equity was KD 1,481 milion (€ 4.7
million} compared 10 the invested capital of KD 800
thousand (€ 2.55 million),
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Report af the Board of Directors - Foreign Investment

Report of the Board of Directors (continued)

At the end of the vear 2002, Haddia GmbH achigved
anet profit of KO 71,239 (€ 226,156) compared to
KD 286,908 (¢ 510.820) in the yaar 2001, The
company's net profits were affected by major
renavation work on two of its houses, as wall as the
pre-opening expensas of the house at Wiesengrund
that was completed in Septermber 2001

Activities of Haddia GmbH in 2002

Appen

Appen is the second residence to be developed by
Haddia GmbH with a land area of £, 200 square metres,
The canstruction work began in June 2002 and the
plan envisions a four-floor nursing home with 1232 beds.
The project will include a basement. a ground floor and
bwor upper floors with a mix of single and double
badrooms, well eguipped 1o meet the requirements of
the elderly, The projact will also feature a bistro/coffes
shop that will be open to the public, as well as &
spacious car park, The construction work is expected
to bie complete by August 2003,

Waldstrasse, Hannover

This bultding was acquired in 1933 within the initial
portiolio of 6 different buildings. The six-story building
has 67 beds and complate renovation wark was carriad
out or all the floors at a total cost of KD 173,250

(€ 550,000} The Management's efforts to enhance

the property were wall received by the tenants and

the renovation is planned to be completed in

Fabiruary 2003,

Klengenburg

Klengenburg is a nursing home with 1268 beds and was
acguirad in March 2001, The building undarwent
rencyvation and re-development dunng 2002 toadd a
full lotty araa, a new elevator, a restaurant, 8 new
antrance and olher senices at a total cost of

KD 73,250 (€ 550,000). The project was completad in
December 2002 and occupancy has returnad fo
expecied levels,

Other Investments

Haddia GmibH continues to implament its expansion
pians by targeting further development. It currently has
three new sites to build offering a total of 300 nursing
beds and 104 senior apartments. Construction work
on twio of these pralects will commeanse in the summer
of 2004,

Lgon complation of construction work, the total
number of beds avalable s astimated o be 1.601.

et |
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2002 was a year in which Salhia Real Estate
Company devoted itself to the task of developing
and directing its human resources to achieving its
strategic objectives and to cope with the growth
that the company is witnessing. Amongst the many
objectives, Salhia Real Estate Company aims to
provide customers with better quality services and
share holders with superior returns.




Executive Managemant

Executive Management

Anwar Abdulaziz Al-Usaimi
DCeputy Managing Director

Al M. Al-Hamdan
Investment Group Head

Engr. Saud Al-Sager
Real Estate Management & Devaelopment Group Head

Hany A. Abdelnour
Firance & Accounting Group Head

Khalid M. Al-Awadi
Personnel & Administration Manager

Tarek Darwish
[rasign Manager

Engr. Kifah Georges
Froject Manager

Engr. Ahmed Yousefl
Property Manager

Maji Soweidan
Marketing Manager

Engr. Mohammed E. Alam
Maintenance & Dperations Manager

Mohammed K. Al-Musaibeeh
Chief Accountant

Human Resources

2002 was a year in which Salhia Heal Estate Company
devoted itsell 1o tha task of develoging and directing its
numan rasources to achieving its strategic objectives
and to cope with the growth that the company is
witnessing. Amongst the many obiectives, Salhia Real
Estate Company aims to provide customers with better
quality services and share holders with superior retums.

In this regard, the company scught the expeariences of
an mternationally known consultant whe was appointed
in arder to review the organisational structure, updats
all administrative systems and make approprale
recommendations,

The company also made substantial investments 1o
develop the hardware and software systems throughout
all the company's divisions to meat the rapid
devetoprment in technology, The company purchased
and imolementad the Oracle applications, which inks
the vanous groups and degartments in the company
on-line with an Oracle based network, The comparny
alsa invested in providing the relevant training for its
stafl al all levels and all departments in order to
maximise their potential and prepare them o mest
challenges of the future,

Salma Besl Estae Comipany K20 Closed! and Sabsutanes



Financial Highlights

Total profits of the company stood at KD 20.5 million,
compared to KD 18.0 million in 2001 an increase of 12.2%.
Net operating profit reached KD 6.63 million, up by 11%

from the previous year’s net profit of KD 5.89 million.

The company’s total assets also increased to KD 152.72
million, up by 10.4% from KD 136.91 million for the previous
year. Shareholders’ equity rose by 5.4% from KD 62,39
million in 2001 to KD 65.96 million in 2002.

20% KD 153 m
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Auditors’ Report

The Shareholders
Sathia Real Estate Company K.5.C. (Closed)
State-of Kuwan

We have audited the accompanying consolidated balance sheet of Salhia Real Estate Company K.8.C. (Closad) and
Subsidiaries {the group) as of 31 December, 2002 and the related consolidated statements of income, changes in
shareholders’ equity and cash flows for the year then ended. These consoiidated financial statements are the
responsibility of the parent company's management, Our responsibility Is to express an opinlon on these
consolidated financial staterments based on our-audit,

We conducted our audit in accordance with Intemational Standards on Auditing. Those Standards require that
we plan and perform the audit to obtaln reasonable assurance about whether the consolidated financial
statements are free of matenal misstatement. An audit includes examining, on a test basis, evidence supporting
the arnounts and disclosures in the consolidated financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We: believe that our audit provides a reasonable basis for our oplnion.

in gur opinion, the consclidated financial statements referred to above present fairty, in all material respects,
the financial position of the group as of 31 December 2002, and the results of its operations and its cash
fiows for the year then ended In accordance with Intermational Financial Reporting Standards.

Furthermore, In our opinion proper books of account have been kept by the parent company and tha
consclidated financial statements, together with the contents of the report of the board of directors relating

to these consolidated financial statements, are in accordance therewith. We further report that we obtained

all the irformation and explanations that we required for the purposes of our audit and thal the consolidated
finarcial statements incorporate all information that is required by the Commercial Companizs Law of 1960, as
amended, and by the parent company's articles of association, that an inventory was duly camed out and that,
to the best of our knowledge and balief, no violations of the Commercial Companies Law of 1960, as amanded,
nor of the articles of association have occurred dunng the year ended 31 December 2002 that might have har

a matenal effect on the business of the group or on its financial position.

e .

Walead A. Al Osaimi Drt. Shuaib A. Shuaib
Licanse MNo. 6B-A License Mo. 33-A
Of Emst & Young Al-Bazie & Co,

tal Aiban, Al Osaimi & Partners)

9 March, 2003
State of Kuwait




Consolidated Balance Sheet

At 31 December 2002

Assats

Bank balances and cash

Investmants

Imventories

Accounts receivable and prepayments
Investraent in joint venture

Investrnent properties

Fixet! assats

Total assets

Liabilities, Minority Interest and Shareholders’ Equity

Dise 10 banks

Accounts pavable and accruals
Short-term loans

Long-term loans

Govarnment loan

Total liabilities

tincrity mterest

Shareholders' equity:

Share capital

Share pramium

Treasury shares

Statutory resenve

Voluntarny reserve

General reserve

Foreign exchange transtation adjustment
Cumulative changes in fair values
Retained samings

Total shareholders' equity

Total liabilities, minority interest and shareholders' equity

S

Ghazi Fahad Alnafisi
Chairman and Managing Director

e Eimched robes 1 1026 firn part of hssa conascidted nancel slEliements
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2002

2,645,745
15,780,064
144,211
3,757,572
11,514,000
44,086,392
74,796,108
152,724,082

7,036,984
6,886,290

72,686,208

86,609,582

152,569

23,841,246
14,457,158
6,067,290
6,067,290
4,250,000
438,903
927,128
9,912,926
65,961,941
152,724,082

——

Financial Statements

20

5,270,438
16,530,175
226,148
4147 275
4,714,096
48,857,416
57,168,759
136,915,307

5,424,484
4,495,105
618,000
63,323,308
534, 744
74,395 641

125,671

23,841,246
14,457,158
(1,867,575

5374 668
5,374,668
4,250,000
1,242
1,284,276
8,078,322
2,393,995
136,915,307

=

Salah Fahad Almarzouk

Vice Chaimnan



Consolidated Statement of Income

Year ended 31 December 2002

2002 2001

Mote KD KD
Revenue 20,540,757 17,977 617
Operating costs (8,846,979) {7,261,725)
Gross profit 11,693,778 10,715,892
Share In joint venture's rasulis 5] 436,800 677.263
Expenses and chargas:
Administrative expenses (2,862,215) (2,472,470
Depreciation and amortization (2,223,517) (1.965,990)
Sales and marketing expenses (990,000) (712,141)
Profit from operations 6,054,846 6,242,554
Irvestment income 15 3,430,639 2,937,995
{Loss) gain on foraign currency translation {668,155) 636,003
Intarest income 66,917 F5Ta
Other income 16 1,760,781 224973
Finance costs (3,275,578) [3,785,395)
Prowision for impairmeant of investments (384,901) -
Profit from ordinary activities 6,984,549 6,333,703
Minarity Interest (6.710) (26,340
Tax {51,619) (B8, 786)
Profit for the year 6,926,220 6,219,577
Contribution ta Kuwait Foundation for the Advancement
of Sciences (62,336) (111,952)
Mational labour support fax (152,357) (135.217)
Directors' fees (77,000) (77,000
Net profit for the year 6,634,527 5,895 408
Earrings per shara (fits) 17 28 25

The attached notes T 1o 268 foem pan of thess consoldnbed nanciel stataments.
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Consolidated Statement of Cash Flow

Year ended 31 December 2002

Cash flows from operating activities:

Profit from ordinary acthities

Adiustments far;
[nvestment incoma
Share in joint ventura's results
Interast incoms
Loss {gain) on foreign currency transiation
Finance costs
Prosasion for impaimment of investments
Depreciation and amartization
Met gain on disposal of fived asset and investment property
Prowvision for employess” terminal benefits

Uperating profit before changes in operating asssts and liabilities
{increase) decrease in Inveniores

increase) decrease in accounts recatvable and prepayments
Imerease inaccounts payable and accruals

Cash from operations

Directors” fees paid

Payrment to KFAS

Paymient of Mational Labour Support tax
Emplovess’ terminal benefits paid

Met cash from operating activities

Cash flows from investing activities:

Investmant in joint venturs

Purchase of investments

Procesds from gale of imestments

Devicdends received

Purchase of investment properties and fixed assets

Procesds on disposal of investment properties and fixed assets
Interast recaived

Met cash of consolidating subskdianes

Mt cash from (used in) investing activities

Cash flows from financing activities:

Loans repaid

Loans recevad

Proceeds from sale of treasury shares

Finance costs pald

Dividends paid

Net cash from financing activities

{Decreasse) increase in cash and cash equivakents
_{'Z_ash and cash equivalants at beginning of the year
Cash and cash equivalents at end of the year

The-atsched foléa 1 10 26 forn part of hese consclcnisd fnancal statemeriis

Mote
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2002
KD

6,984,549

(3,430,639)
{436,800)
(66.917)
668,156
3,275,578
384,901
2,223,517
(1,090,815)
117,270

8,628,799
81,937

(1,341,970)

2,273,857

9,642,623
(77,000)
(111,952)
(135,217)
(41,782)

9,276,672

(6,538,932)

(5,033,645)
9,441,198
718,115

(16,657,292)
6,251,395
73,096

{11,746,0865)

(17,205,457)
21,675,089
1,264,591
(3.278,263)
{4,223,770)
(1,767.810)
(4,237,203)
(154,046)
(4,391,249)

2001

£.333.703

(2.937.,995)
BT 7 .263)
(77.573)
1636,003)
3,785,385

1,965,890
(114,481)
85,821

7. 727,504
8.210)
(1,478,568

323157

6,565,272
{45,000
(93,764)

16,381)

6,420,127

i1.642,350)
10,340,856
1,180,200
{11,145,676)
05,401
Bo272
446,063
175,556

2 506.221)
5,945,000
569,413
{3.500.274)
{3,484,723)
(3, 466,805)
‘3,128,878
{3,282,924)
(154,04E)
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Notes to Consolidated Financial Statements

At 31 December 2002

1. Activities

Salhia Beal Estate Compariy - K.8.C. (Closed) (the parent company) Is & Kuwalti Shareholding Company
Incompaorated on September 16, 1974 and is listed on the Kuwait Stock Exchanga. Its registered address is P, O
Box 23413 Safat 13085 Kuwait. The group’s main activities comprise dealing In varous real estate activities, in
particular the owning and renting out of commercial property, Including hotel accommadation in Kuwait and the
operation of care homes in Germany. Surplus funds ane invested in real estate and securities portfolios managed
by others. Detalls of the subsidiares are set out in Note 5.

The consolidated financial statemeants were authorised for issue by the parent company’s Board of Directors on 9
March 2003, The Sharsholders' General Assembly has the power to amend these consolidated fimancial statemants
atter issuance,

2. Significant accounting policies

The significant accounting policies adopted in the preparation of the consolidated financial statements are set out
el

Basis of preparation

The consolidated financial statements have been prepared In accordance with Standards issued or adopted by the
International Accounting Slandards Board (IASE) and interpretations issued by the International Financial Reporting
Interpretations Committes of the IASE, and applicable reguirements of Ministerial Order No. 18 of 1980,

The consclidated financial statements are prepared under the historical cost convention as madified by the
revaluation of available for sale investments and have been presented in Kuwaiti Dinars,

The accounting poficies are consistent with those used in the previous year.

Basis of consolidation

The consclidated financial stalements incorporate the financial statements of the parent company and its
subsidiaries for the year ended 31 December 2002,

A subsidiary is a company in which the parent company owns directly ar indirectly more than 50% of the vating
capital and has control or 1S a company where the parent compary owns 50% or less of tha voting capital but bas
a sufiicient degree of controling power over the companies including the power to govern and control the financial
and operating policies so as to benafit fram its activitios.

A subsidiary is consalidated from the date when the parent company obtains control until such time as contral
ceases unless control is intended o be temporary and the subsidiary is exclusively held with a view to disposal, in
which case it is classified as an avaflabde for sale investment and camad =t fair value,

The parent company consolidates the subsidiany's assets, liabilities and results on a line-by-line basis and discloses

the rinonty inlerest separately,  All Intra-group balances and lransactions are eliminated fram the consalidatad
financial staterments,

Salhia Real Estata Company K50 [(Ciosad) and Subsidianes



Notes to Consolidated Financial Statements

At 31 December 2002

2. Significant accounting policies (continued)
Recognition and derecognition of financial assets and liabilities

A financial asset or a financial liability is recogrised when the group becomes a party to the contractual provisions
of the instrument. A financial asset is derecognised when the group loses control of the contractual rights that
comprise the financial asset and a financial liabilty |s derecognised when the obligation specified in the contract is
discharged, cancelled or expired.

All financial instruments ara initially recognised at cost (which includes transaction costs),

Trade and settlement date accounting

All "regular way" purchases and sales of financial assets are recognised on the trade date, i.e. the date that the
entity commits (o purchase or sell the asset, Regular way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time frame generally established by regulation or convention in the
markeat place,

Investments

The group classifies investments as available for sale. Al investments are Initially recognised at cost, being the fair
value of the consideration given including acquisition charges associated with the invastment.  After initial
recagnition, investmeants are remeasured at fair value, unless fair value cannot be reliably measured. Changes in fair
value are reported in the cumulative changes in fair valuas reserve within eguity until the Investment ks sald,
collected or otherwise disposed of, or the investment is determined to be impaired, at which time the changes in
falr value as previcusly reported are remaoved from equity and are included in the consolidated statement of income
within investmeant income.

For investments traded in organised financial markets; fair value is determined by reference to stock exchange
quoted market bed prices at the close of business on the balance shest date.

For investrments whare thare is no guoted market price, a reasonable estimate of the fair value is determined by
reference to an eamings multiple, or an industry speciiic earings multiple or a value based on a similar publicly
traded company, or is basad on the expected cash flows of tha investment, ar the underlying net asset base of the
investment. Fair value estimates take into account liquidity constraints and assessment for any impairment,

Investments with no reliable measures of tair value and for which no fair value information could be obtained are
carried at cost less impairment in value,

Impairment

A financial asset is impaired if its carmying amount is greater than its estimatad recoverable amount. An assessment
is made at each balance sheet date to determine whether there is objective evidence that a specific financial asset,
or a group of similar assets, may be Impaired, If such evidence exists, the estimated recoverable amount of that
asset Is determined based on the net present value of future cash flows, discounted at original interest rates and
any impairment oss Is recognised in the consolidated statement of income.

Investment in joint venture

The investrmant in joint venture is accounted for under the equity method of accounting, Under the equity methad
of accounting, the initial investment is recorded at cost and the camrying amount is increased or decreasad to
recognise the group's share of profits or losses and other changes in equity of the joint venture. Distributions
received from joint venture reduce the carryving amount of the investment.
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Investment properties

Investmeant properties are recorded at cost. Fréehold land Is not depreciated. Buiidings are depreciated using the
stralght-line method over their estimated usetul lives which vary between 10 to 50 yvears,

The carying ameunts are reviewed at each balance sheet date 1o assess whather they are recorded in excess of
their recoverable amount, and where camying values exceed thelr recoverable amount, properties are written down
1o thair recoverable amount.

Fixed assets

Fixed assets are recardad al cost, Freebiold land s notl depraciated. Dapreciation is provided on a: straght line
basis on fixed asseis at rates calculated to wite-off the cost of sach asset over its expected useful Iife as follows:

= Buildings and related immovable equipment 1 to 50 yvears
* Furniture and equipment 10 vears
» Motor vehickas 5 years

The caryng amounts ara reviewed at each balance sheet date to assess whether they are recorded in excass of
thir recoveratdie amount, and whers carmying values exceed ther recoverable amount, assets are written down to
ther recovaralle amount,

Inventories

Invertories of food and beverages are valued at the lower of cost.and net realisable value after making due
aliowance for any expired or slow-moving items. Cost s determined by the first-in, first-out methed.

MNet realisable value i baged on estimated seling price less any further costs expected to be incurred on sala.

Inventories of operating supplles are valued at cost less dus allowance for any obsoleta of slow-moving tems,
Cost it datermined on a welghted average basis.

Accounts receivable

Accounts receivabla are stated at onginal Invoice amount less provision for impairment. The:group’s tarms- of sala
require the-amounts to be paid within 30 days of the date of sale or of the date of rendering of services.

Cash and cash equivalents
Cash and cash equivalents comprise cash, bank balances and due to banks maturing within three months.

Accounts payable

Lizbilities are recognised for amounts 10 be paid in the future for goods or services recelved, whether or not bilked
by the suppher,  Accounts payable are normally settfed within 30 days,

Taxation

Taxation iz provided for in accordance with the fiscal regulations of the respective countries m which the group
operates.

Salta Fesl estate Comipany K50 (Closad) anid Subgidiaries
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2. Significant accounting policies (continued)
Income recognition

Rental income from investment preperties and interest are-recognised on an acorual basis. Hotel and care home
income represent the invaiced value of senvices provided during the year. Dividend income is recognised when the
group’s rght to receive payment is established.,

Finance costs

Finance costs that are directly attributable to the acquisition and construction of an asset that necessarily takes a
substantial period of time to get ready for its intended use or sale are capitalised as part of the cost of that asset,
Other finance costs are recognised as an expense in the perod in which they are Incurred.

Treasury shares

The parent company’s own shares are accounted for as treasury shares and are stated at cost. When the treasury
shares are sold, gains are credited to a separate account in shareholders' equity (gain on sale of treasury shares)
which Is non distributable, Any realised losses are charged to the same accoun! to the extent af the credit balarice
on that account, Any excess losses are charged to retained samings then reserves. Gains realised subsequently on
the sale of treasury shares are first used to offset any previously recorded losses in the order of resarves, retainad
earnings and the gain on sale of freasury shares account, No cash dividends are distributed on these shares, The
issue of bonus shares increases the number of treasury shares proportionately and reduces the average cost per
share without affecting the total cost of treasury shares,

Provisions

A provision is recognised when, and only when the group has a present obligation {legal or constructive) as a result
of a past event and it is probable {Le. more likely than not) that an outflow of rescurces embodying economic
berefits will De required to settle the obligation, and a reflable estimate can ba made of the amount of the
obligation. Provisions are reviewed at sach balance shest date and adjusted to reflect the current best estimata.
Where tha effect of the time value of money is material, the amount of a provision is the present value of the
expenditures expected to be required to settie the obligation.

Contingencies
Contingent liabilities are not recognised in the consolidated financial statements. They are disclosed unless the
passiblity of an outfiow of resources embodying economic benefits is remata.

A contingent asset is not recognised in the consolidated financial statemeants but disclosed when an inflow of
econosmic benefits is probabie.

Foreign currencies

Transactions in foreign currencies are recorded in the functional currenicy of the parent and subsidiary companies at
the rate ruling at the date of the transaction. Manetary assets and liabiiities denominated in foreign currencies are
retranslated at the rate of exchange ruling at the balance sheet date. All differences are taken to the consolidated
staterment of income.

On consolidation, the assets and llabilities of the subsidiaries are translated into Kuwaiti dinars at the year end rates
af exchange and the results of the subsidiares are translated into Kuwaiti dinars at the average rates of exchange
for the year. All exchange differences arising on consolidation are included within shareholders' equity as foreign
currency translation adustment.



3. Investments
2002
KD
Cluotad securities 8,071,971
Unguoted securities 7,708,093
15,780,064
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200
K

10,780,916
5,740,250
16,530,175

Investments amounting to KD 2,908 811 (2001: KD 2, 474 B&6) are carried at cost since fair values cannot be
rediably estimated because they comprise unguoted securities held within managed portfolios and the managors

have been unable to ndicate any estimates of the range within which fair valuss might lie.

4. Accounts receivable and prepayments

2002 2001
KD #D
Hotel gussts and care home residents recaivables 642,287 817,216
Rent and cther recenablas 273,843 173,006
e from redated parties 743,912 1,026,652
Deposts and prepald expenses 200,965 188,217
Advance paymens to contracions 973.840 1,017,609
Receivables on sale of investments - 178,642
Other recenablos 922,725 44,904
3,757 .572 4 147 275
5. Subsidiaries
Details of subsidiares are sat oul below:
Parcantaga Courtry of
MName.of tha company of ownership incorporation Principa! activity
Hatidia Hoding GMEH BO.72% Garmarny Heodding compary
SAREC GMBEH BR.72% SEMmany Leasing of properties
Dana GMBH BO.72% Garmarny Care home operator
Dana ambutante GMBH BO.72% Germany Crare home service provider

8. Investment in joint venture

The parenl company has a 50% interest in a joint venture in the United Kingdom, Asat 31 December 2002, the
parent company's share of the assets, liabilites and resutts of operations of the joint venture was as follows;

2002

KD

Current assets 8,038,681
Long-tarm assals 18,917,248
Current [abilities 2,800,886
Long-term habilities 18,057,213
Revaenuss 3,731,384
Exparzes 1,416,332

20
KD

6,821,375
11,310,272
1,032,745
11800124

1,388,685
721,422

Sania Beal Bstate Comipany K50 (Closadl-and Subhsiaries
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&. Investment in joint venture (continued)
The movement on the investment in the joint venture is as follows:;

2002 2001

KD KD
Carrying value of tha investment at beginning of the year 4,714,096 4,498 833
Dividend recenvead - (453,000}
Establishrment costs written off (7,347) {10,000
Share in the joint ventura's results 436,800 677,263
Additional investment 6,538,932 -
Fareion currency transiation adiustmeant (168,481) B
Carrying value of the investment at end of the year 11,514,000 4,714,006

The joint verture Uses an accounting policy other than that used by the parent company for the aceounting of
investment properties. Appropriate adjustments have not been made as it is impracticable to do so.

7. Investment properties

Freehoid land Buildings Total

KL KD K

Balance at 1 January 2002 34 660,431 14,196 985 48,857 418
Additions E: 5,269 52,269
Cesposals {4,233.080) - 4,233.080
Depreciation for the year - (543,233} 1543.233)
Balance at 31 December 2002 30,427,371 13,659,021 44 086,292
Cast 20427371 14,202,254 44 525,625
Accumulated depreciation - 1543,233) {543,233)
Balance at 31 December 2002 30,427,371 13,659,021 44,086,392

Freehold land and buildings with a carrying value of KD 8,396,573 (2001: KD} 19,622,379) are mortgaged against
certain bank loans (see Note 11),

The fair value of the investmeant properties amounted to KD 82,596,006 at the balance shest date, Tha fair values
have been determined by independent valuation using acceptable methods of calculation such as sales comparison
and income capitalization.
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B. Fixed assets
Fumiture Capital
Freahoid and Mator work in
l@nd Buildings Equlpmennt vahickes progress Tatal
KD KD KD KD KD KD
Balance at 1 January 2002 13,224,630 EB.??Q.EED 1,950,087 73,188 13142184 57,169,750
Additions = 203,749 418,147 32685 15882716 16,857,207
Disposals (B08,000) (TBC,299) [98.332) {38,729 = [928,060)
Transfers from capital
work in progress - 5,181,641 146,150 - (57327,791) :
Depracition for the year - (1,142,798) (516,978) {20.510) - {1,680.284)
Foreign currency tranaiation
adjustrent 423820 3007784 145,732 . - 3.577.396
Balance at
31 December 2002 13,039,459 35,868,039 2,043,866 46,635 23,797,109 74,786,108
Cost 13,038,458 48348 545 5,633,360 130,0@1 93797109 90,948,573
Accumulated depreciation - (12,479,508 (3.580.603) (B3,456) - {16,152, 4B65)
MNet carrying amount at
31 December 2002 13,039,459 35,869,039 2,043,866 46,635 23,797,100 74,796,108

Freehoid land and bulldings with a carrying value of KD 40,904 486 (2001: KD 40,979,523) ara margaged against
cerlain loans (Sea Note 11).

Fixed assets include capitalized borrowing costs of KD 850,716 {2001 KD 383.218),

9, Due to banks
Due to banks are subject to effective interesl rates which range from 4.25% 1o 4.75%,

10. Accounts payable and accruals

2002 2001

KD KD

Rents received in advance 203,007 114,613
Trade sccounts payable 1,281,282 B23 097
Retentions payable 1,381,877 601,678
Accrued expansas 900,872 839,225
Emplovess’ terminal bensfits 852,630 T4z
Deposits from tenants, hotel and care home guests 601,313 487,73
Provisions 124,798 72,905
Kuwalt Foundation for the Advancemant of Sciances 82,336 111,852
National Labour Support Tax 152,357 136,217
Directors fees 227.000 7,000
Amounts due to related parties 355,276 307,265
Uripaid divdends 86,305 16,038
Other payables 657,297 431,081
6,886,280 4,495,105

Salhia Real Eatate Company W50 [Clozed) and Subsidianos
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11. Long-term loans
Long-term koans are denominated in the following currencies:

2002 2001
KD K
Kiwaiti dinars 42,875,000 36,485,000
Euro 25,004,298 22,373,307
Japanese Yen 4,807,000 4,465,001
72,686,298 63,323,308

Thefoans are due for repayment as follows;
2002 2001
KD KD
2002 - 1,978,233
2003 8,292,224 9.782:650
2004 10,377,855 10,233 141
5005 9,496,046 7,154 539
2008 8,129,279 5.154,189
After 2006 36,390,894 29,020 556
72,686,298 63,323,308

The loans are repayable in equal periodic installments over variable periods of time with maturities extending to
December 31, 2009,

The Kuwaiti dinar loans carry variable interast rates, which vary between 1% and 2% over the Central Bank
discount rate. Interest on these loans is repriced when the Central Bank discount rate charges. The foreign
currency loans carry both variable interest rates which vary between 1% and 1.5% over LIBOR and are repriced
every 3 10 8 months and fixed interest rates which range from 5% to 7%,

Bank loans of the group with a carrying valus of KD 72,686,288 (2001: KD 63,841,289) are secured by investment
properties with a carrying value of KD 8,396,573 (2001: KD 19,622 ,379) and fixed assets with a carmying value of
KD 40,904,406 (2001: KD 40,979 523) owned by the group. Of these, bank loans amounting to K2 23,071,652
(2007: KD 18,581 634) have been obtained by subsidiaries under terms of which lenders have no recourse to the
parent company in the event of default,

12, Government loan

The government loan relates to a loan of KD 1,171,655 previously rejected as part of the pre-invasion debt
settiernent agreement in accordance with Law 41 of 1993 as amended. During the vear ended December 31,
2000, the parent comparty obtained a final court ruling in its favour and, as a résult, the parent company was oy
obliged to repay KD 534,744, The loan was repaid during the year.

13. Share capital

At 31 December 2002, the parent company's authorised, issuad and fully paid share capltal consisted of
238,412,460 shares of 100 fis each (2001::238,412 460 shares),



14. Statutory and voluntary reserves

Financial Statements

As required by the Commercial Companies Law and the parent company’s articles of association, 10% of profit for
the year s transferrad o statutory reserve, The parent company may resehve to discontinue such annual transters

when the reserve equals 50% of paid-up share capital. Distribution of this reserve is limited to the amount reguired
to enable he payment of a divdend of 5% of paid-up share capital to be made In vears when accumuiated profits

ara:not sufficiant for the payment of a dividend of that amount,

As required by the parent company's articies of association, 10% of profit for the year is transferred to voluntary
resarve, Such trangher may discontinue by a resolution at the Ganeral Assembly,

15. Investment income

Gain on sale of investments
Diridends

Imerest

Other investment loss

16. Other income

2002
KD

2,712,524
718,115

3,430,639

201
KD

1,778,139
1,160,900
5,956
{10,000)
2,837,995

Cther income includes gain on sale of investment property of KD 443,815 (2001 Nil) and gain on sale of fied

assets of KD 641,000 (2001: KD 116,416),

17. Eamings per share

MNet profit for tha year

MNumber of shares outstanding:

Al beginning. of the yaar

Waighted average number of treasury shares
Welghted average number of shares outstanding

Earmings per share (fils)

KD
6.634.527
Shares
238,412,460
(1,816,369)
236,596,0M

28

20071
KD

5,895,408
Sharas
238,412, 480
14,794, 158)
233,618,272
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18. Cash and cash equivalents
Cash and cash equivalents included in the consolidated staternent of cash flows comprise the following amaunts:

2002 2001

KD kD

Bank balances and cash 2,645,745 5,270,438
Cue to banks (7.036,994) (5,424,484)
(4,391,249) {154,046)

19. Related parties

Buring the normal course of its business, the group conducts certain transactions with parties related to the group,
prices of which are approved by management. The following is a summary of the significant redated party balances:

2002 2001
KD kL
Balance sheet:
Due from related parties 743,912 1,026,682
Staff receivables 43,078 568,517
Amourts due 1o related parties 355,276 307,365
Income statement:
Irvestmeant income - 8,956
Operating costs 545,647 580,671
Sales and marketing expenses 288,933 263,058

20. Employee information
At 31 December 2002, the group had 1,185 employess (2001 1,057 employeas)

For the year ended 31 Decernber 2002, staff costs amountad to KD 7,244,354 (2001 KD 5,263,002).

21. Proposed dividend

The parent company's board of directors will propose a cash dividend of 20 fils per share for the year ended 31
Cecember 2002 (2001: 18 fils) to thie annual general assembly of the shareholdars of the parent company. This
propesal is subject to the approval of the annual general assermbly of the sharehoiders of the parent-compary.

22. Segmental information
Primary segment information

The group is organised into functional divisions to manage its various lines of business. For the purposes of primary
segment reparting, the parent company's management has grouped the group's products and services into the
following business segments:

* Feal estate operations: Consist of development and leasing of property,
* Hotel operations: Consist of the hotel hospitality activities provided through Le Méridien Hotel - Kuwait.,
* Care home operations: Consist of care home activities provided by the subsidiary comparny,
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Thiers were na inter-segmental transactions. The fallowing ts the detall of the above segments, which constitutes

the primary segment informiation;

Real estate

oparations

KO

Segment revenus 5,584,971

Segment operating costs  (513,048)

Segrment resutts 5,071,022
Share of ncome from

KOt WEETIUME 426,800

Oithes operating epenses  {3,013,888)

Profit from operaticns 2,483,938
Infeegs] nicome
Firancial charges

Dther non-operating Income

Profit from ardinany: actaties
hinarity interast

Tax

Profit for-fhe vear

Dtfter ron-operating expenses
Met proft for thes year

DOther information;

Sagmen! assels 108,869,310
Imastmant in

[ird wanturs 11,514,000
Total assals
Segrment istites 60,058,181
Toial labilities
Capiial expendiiiie 13,204,864
Depraciation 1,530,603

31 Decembar 2002

Hotel Care home
operations operations Total
KO KD KD
6,541,628 804,158 20,540,757
[860.742) (5472,228] (8.846,979]
3,680,886 2041870 11,683,778
- - 436,800
(1,671,832 (1,380.014) (6,075,732
2,008,054 1,551,856 6,054,846
66,917
(3,275,578)
4,138,384
6,954 549
(6,710)
{51,619)
8,926,220
{291,683)
6,634,527
2224411 29118371 141,210,092
11,514,000
152,724,002
209,677 24,531,524 B6.609.582
86,609,582
1,667,214 1,700,488 16,662 566
B02,014 2223517

Heal estate
operaticns
AN]

5,346,247
(458,150

4, 888,097

677,263
2,608, 349)

287001

105,256,187

4,714,006

A8 305812

62471,287
1405813

41 December 2001

Hotel  Cara home
cperations  operations Total
KD K Y
5535216 7096155 17577 617
[2489.826) (4,313,740 7,261,725
30453680 2782406 10.715.802
B7 7 263
1, 287,4400 (AT BIZ (5, 150,601)
1,783,849 1,608,594 6242554
77.573
(3,785,305
3.re8.07
8,333,703
{25340
(8, 7HE)
8218577
(324,188
5,895, 408
2,360,778 24 584 245 132.201,211
= - 4714096
136,215,307
27279050 23,361,789 74,395.641
7,395 641
1,000354 38048390 11.145531
- 60,077 1,865.080
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22. Segmental information (continued)
Secondary segment information

The group operates in two geographic markets, Kuwait and Europe. The following table shows the distribution of
the group's segment revenues, assels and capital expenditurs,

31 December 2002 21 December 201
Kuwait Europe Total Fiwwait Europe Tatal
KD KD KD KD KD KO
Revenus 12,126,599 8,414,158 20,540,757 10881462 7,086,155 17977617
Azsets 123,607,721 29,116,371 152,724,002 102,883.912 34,031,395 136,915,307
Capital expenditure 14,962,078 1,700,488 16,662,566 7250641 3894890 11145531

23. Fair value of financial instruments

In the ordinary course of business the group uses non-denvative financial instruments.  The carrying values of
variable rate short-term and long-term lcans approximates their fair values because of the short- term repricing of
Interest rates. Fixed rate long term loans approximate their fair values because prevalent interest rates for similar
loans are not significantly different from contractual rates. In the opinicn of management, carrying values of alt other
financial instruments are not significantly different from fair valises.

24. Risk management
Datails of the group'’s prncipal risk exposures and how they are managed are as follows:

Credit risk

Credit risk is the risk that ona party to a financial instrument will fail to discharge an oblgation and cause the other
party 1o incur a financial fosa.

Financial assels which potentially subject the group to credit risk consists principally of bank balances and cash and
receivables,

The group's bank balances are placed with high creditwarthy financial institutions. The group's recaivables are
diversified across large number of customers thereby miting credit risk exposura,

The group also controls credit risk by monitoring credit exposures, imiting transactions with specific counterparties
and assessing the creditworthiness of counterparties,
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Market risk

Market risk Is the risk that the value of a financial instrument will fluctuate as a result of changes in market prices,
whethar those changes are caused by factors specific to the Individual security, or its isauer, or factors affecting all
securities traded In the markeat.

Thie group is exposed to markel rigk with respect 1o its investments.

Trie group limits market risk by maintaining a diversified portfolio and by continuous monitaring of developments in
international equity and bond markets. In addition, the group actively monitars the key factors that affect stock and
bond market movemaents, including analysis of the operational and financial performance of investees.

Interest rate risk

The group has sigrificant financial liabifities that are subject to Interest rate risk. Interest rate risk to the group s the
risk of changes in market nterest rates increasing the interest cost-of its financial lakbiities. The group limits interast
rate sk by borrowing at vanable interest rates with short repricing maturities and by manitoring changes i interest
rates in the curmancles in which its loans are denominatad.

Currency risk

Currency risk s the risk that the value of the financial instrurment will fluctuate dus to changes in forsign exchangs rates.
Currency risk principally ansas fram the group's exposura to investments in overseas markets and barrowmgs in
foresgn currency: The group seeks to limit its exposurs by investing in US dotlar denominated markets and

otherwise by borowing in currencies that approximately mateh its Investments in non-US doliar denominated
markets.

The group had the fellowing sigrificant net exposures denominated in foreign currencies as of 31 December;

2002 200

KD p.

Equivalent Equnvalant

Long (short] Lorg dsnor)

LS Dallars 3,648,250 3.981,347
Japanese Yen (4,708.433) [4,368.994)
{Gemnan Marks & =
Euro (6,059,225) 1.291.863
FPound Sterling 406,246 1,263,655

Salhia [foa Estate Compasy K50 ICIEsed) a2l Subdiarss
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24. Risk management (continued)

Liguidity risk

Liguidity risk is the risk that the group will encounter difficulty in raising funds to meet commitmeants associated with
financial liakitities.

Liguidity requirements are monitored on a regular basis and management ensures that sufficient funds, and
borrowing lines are available to meet any commitments as thay arisa.

25, Contingent liabilitiea and commitments
At the balance sheet date, the group had the following contingancies and capital commitments:

2002 2001

KD KD

Letters of guarantee 752,300 50,000
Uncalled eapital of investment in joint venture (GBP: 3,725,000) - 1,687,000
Uncalled: capital of an ungucted investment 500,000 1,500,000
Construction project 19,500,000 18,500,000
Capital commitmients of subsidiaries 827 445 -
21,679,745 21,737,000

26. Compensation claim

The parent company has agreed with the Public Authority for the Assessmant of Compensation a claim of KD 7
million in respect of lesses suffered as a result of the Iragi invasion and cocupation of Kowait in 1990, The claim
has been forwarded to the United Nations for settlement, as and when funds are made availabie, The consclicdated
fimancial statements do not include the amount of this claim.

Salhes Raal Estate Compeany K8 {Clozed) and Subsidiares



