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24,

26.

Related parties

During the nermal course of its business, the Company conducts cerlain transactions
with parties related to the Company, prices of which are approved by management.
The following is a summary of the significant related party balances:

2041 1994
KD ED
Balance sheet:

(e from related partics 377,757 abf 213
Staff receivables 26,505 Y122
Drue from unconsolidated subsidiaries 2,664 37,336
Amounts due to related parties 92,049 .

Income statermnent:
Investment income 149,129 163,853
Operating costs 450,593 316,914
Administrative expenses 48,275 33,638
Sales and marketing expenses 188,324 228,475

Prior year adjustment

During the year, the Government authorities retroactively

increased the rental rates on

certain properties leased by the Company and accordingly, the comparative figures were

restated to reflect any amounts relating to prior years.

Comparative figures

Certain prior year balances have been reclassified to conforn with the current year

presentatlion,

e
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Notes to Financial Statements (Contd.) pecember31, 2000

23. Segmental Information (Contd.)

There were no inter-segmental transactions. The following is the detail of the above segments, which constitutes the
primary segment information:

December 31, 2000 December 31, 1999
Real estate Hutel Real estate Huotel
operations  operations Total operations  operations Taortal
KD KD KD KD KD KD
Segmenl operating income 4,915,295 4,_6514[]4 9,572 690 4,711,051 4,510,435 2},22.1 ABs
Segment results 4,472 708 2,560,966 7.033.674 4. 288,775 2,670,337 h,958112
Share of income from
joint venture 473 378 - 473,375 513412 = 513,412
Other operating expenses (1,625,410)  (1,787,922) (3,413,332)  (L409,639) (1,561,077)  (2,970,716)
Profit from operations 3,320,676 773,044 4,093,720 3,392,548 1,109,260 4,501,808
Interest income 9,410 5,254
Financial charges {3,125,569) {2,459 468)
Other non-operaling income 2,163,088 2,685,997
Lther non-operating expenses (997.429) (199,703)
Profit from ordinary operations 2,143,220 4,534,182
Extraordinary items 2027120 Q27 077
Net profit for the year 3,070,310 - 5,461,859 I
Other information:
Segment assets 62,076,113 14,967,139  77.043,252 54,106,995 14,092,874 72,199,872
Investment in joint venture 4,499 833 4,499 833 5,028 800 5,028 860
Lnallocated assets 25,133,644 27,479,271
Taotal assets 106,676,729 104,708,003
Segment liabilities 46,231,898 2010,122 48,242,020 47.033,940 B20L514 47,654,754
Unallocated liabilities 138,764 146,147
Total liabilities 48380784 47 800,901
Capital expenditures 3,654,087 1,633,501 5,307 648 17,543,314 112,365 17,655,674
Depreciation 622,573 77110 1,399 683 62{,898 765,904 1,386,892
Other non-cash expenses 459, 7ah0 69656 272,581 44,300
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Notes to Financial Statements (Contd.) pecemberat, 200

22. TFair value of financial instruments (Contd.)
The Company is exposed to the following risks relaling to financial instruments:

Interest rate risk

Financial instruments are subject to the risk of changes in value due lo changes in the level
of interest. The effective interest rates and the periods in which interest bearing financial
assets and liabilities are repriced or mature are indicated in the respective notes.

Credit risk

Credit risk is the risk that one parly to a financial instrument will fail to discharge an
obligation and cause the other party to incur a financial loss. Financial assets which
potentially subject the Company to credit risk consist principally of cash at banks and
accounts receivable. The Company's cash is placed with high credit rating financial
institutions and receivables are presented net of allowance for doubtful debts. Credit risk
with respect to receivables is limited due to the large number of customers and their
dispersion across different industries.

Foreign currency risk

The Company incurs foreign currency risk on purchases and sales that are denominated in
a currency other than the Kuwaiti Dinar. The Company may teduce its exposure to
fluctuations in foreign exchange rates through the use of derivative financial instruments.
The Company ensures that the net exposure is kept to an acceptable level, by dealing in
currencies that do not fluctuate significantly against the Kuwaiti Dinar.

Liquidity risks

Liquidity risk is the risk that the Company will encounter difficulty in raising funds to meet
commitments associated with financial instruments. To manage this risk, the Company
periodically assesses the finanical viability of customers and invests in bank deposits or
other investments that are readily realizable.

Cash flow risks

Cash flow risk is the risk that future cash {lows associated with a monetary financial
instrument will fluctuate in amount. At present, the Company has no significant exposure
to such risk,

23. Segmental Information
The Company is organized into functional divisions to manage its various lines of business.
The Company operates principally in the State of Kuwait and, accordingly, does not have
a sccondary segment. For the purposes of primary segment reporting, the Company's
management has grouped the Company’s products and services into the following
business segments:

»  Real estate operations; Consist of trading in, development and leasing of property.

« Hotel operations: Consist of the hotel hospitality activities provided through
Le Meridien Hotel - Kuwail,
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22. Fair value of financial instruments

Book value Fair value  Book value Fair value

2000 2000 194949 1999

KIZ KD KD KD

Short term [oans 2,775.400 2775400 9,001,400 SLLA00
Investiments excluding plots of

land in Kuawait 21,724,622 21,724,622 23,864,907 24,163,880

Long-term loans 39,009,000 39009000 23,234,000 23,234,000

Government loan 534,744 534,744 3098917 2,172,406

The Company vses financial instruments in the normal course of its business, The basis for
determining the fair value of financial instruments is as follows:

*  Short-term loans:
The carrving value appreximates the fair value because of the short term maturities
and short term repricing of interest rates.

= Investments:

a. Managed portfolios: The carrying value of managed portfolios represents the
market value of the quoted securitics and the fair value of the unguoted
securities as determined by portfolio managers in addition to any cash within
the portfolios,

(=3

Unquoted securities: The carrving value of unquoted securities is considered to be
not significantly different from the fair value which is determined based an the
share of equity according to the latest available financial statements and after
consideration of all other relevant information.

*  Long-term loans:
The carrving value approximates the fair value because of the short-term repricing of
inlerest rates.

*  Government loan:
The fair value of the Government loan represents the expected cash settlement under

Law Mo, 41 of 1993, as amended,

The fair values of other financial instruments including bank balances and cash, accounts
receivable, due to banks, and accounts payable and accruals are not significantly different
from book value for all financial asset and financial liability categories, as they are either
short term in nature, or they are being held to maturity with appropriate levels of
prowisioms in place.
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17. Cash and cash equivalents

Cash and cash equivalents included in the statement of cash flows comprise the following
balance shect amounts:

2000 1999

KD KD

Bank balances and cash 272,053 52.5549
Due to banks (3,553,877) {7.930,325)
(3,282,924) (7 877,760)

Management does not believe it is exposed to any significant credit risk on cash and cash
equivalents.

18. Employee information
At December 31, 2000, staff costs amounted to KD 1,990,584 (1999 KD 1,715,735).

19. Proposed dividend

The Board of Directors has proposed a cash dividend of 15 fils per share (1999 15 fils) after
excluding treasury shares. This proposal is subject to the approval of the sharehelders'
general assembly.

20. Compensation claim

The Company has agreed with the Public Authority for the Assessment of Compensation
a claim of KD} 7 million in respect of losses suffered as a result of the Iragi invasion and
occupation of Kuwait in 1990, The claim has been forwarded to the United Nations for
settlement, as and when funds are made available, The financial statements do not include
the amount of this claim.

21, Contingent liabilities and commitments

AL the balance sheet date, the Company had the following contingencies and capital

commitrnents:
2000 Jaon
KD KD
Letters of guarantee on behalf of Le Méridien Hotel 20,000 50,000
Uncalled capital of investment in joint venture
{GBIP: 3,725,000) 1,687,000 1,874,000
Uncalled capital of an unguoted investment 1,500,000 1,500,000
Renovation project for Le Méridien Hotel 1,800,000 .
Construction project 16,500,000
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13. Treasury shares

2000 15999
MNumber of shares 5,738,572 T Nt A
Percentage of share capital 2.4%, 2.2%
Market Value - KD 1,526,022 1,700,594

14. Statutory and voluntary reserves

As required by the Commercial Companies Law and the Company's articles of association,
10% of profit for the year is transferred to statutory reserve. The Company may resolve o
discontinue such annual transfers when the reserve totals 50% of paid-up share capital.
Distribution of this reserve is limited to the amount required to enable the payment of a
dividend of 3% of paid-up share capital to be made in vears when accumulated profits are
not sufficient for the payment of a dividend of that amount.

As required by the Company's articles of association, 10% of profit for the year is
transferred to voluntary reserve. Such transfer may discontinue by a resolution at the
Cencral Assemnbly.

15. Investment income

2000 1999

KD K

Gain on sale of investments 267,436 2949 355
[CHvidends 1,090,931 518,629
[nierest on loans to subsidiaries 149,129 163,833
Other investment loss (49,655) -
1,457 841 981,840

16. Earnings per share

There are no dilutive potential ordinary shares. The information necessary to calculate
basic earnings per share based on the weighted average number of shares outstanding
during the vear is as follows:

2000 1999
KD KD
Earnings:
Nel profit for the year 5,070,340 5,461,859
Shares Shares
Mumber of shares outstanding:
At beginning of the year 238,412 460 238,412,460
Weighted average number of Company’s own shares (5,650,470) (9.300,353)
Weighted average number of shares outstandin I 232,761,990 229.111,907
Fils Fils
Earnings per share 21.8 23,8
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10. Long-term loans (Contd.)

The loans are due for repayment as follows:

2000 1999
KD KD

2000 = 3,500,000
2001 2,734,000 4,680,500
2002 3,648,000 4,767 000
2003 10,314,600 3,654 500
2004 8,910,800 3,222,000
2005 7,216,600 2,000,000
After 2005 6,185,000 1,000,000
39,009,000 23,234,000

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

The Kuwaiti Dinar loans carry interest rates, which vary between 1% and 2% over the
Central Bank discount rate. Interest on these loans is repriced every 6 months. The foreign
currency loans carry interest rates which vary between 1% and 1.5% over LIBOR and are
repriced every 3 to b months.

Certain loans with a carrying value of KD 22,057,000 (1999 KD 5,050,000 are secured by
liens on properties owned by the Company (Mote 7).

11. Government loan

During the year, the company settled the lnan balance that was outstanding at December
31, 1999 in the amount of KD 3,064,173 in accordance with Lasw Mo, 43 of 1993 as amended.
Also, the Company obtained a final court ruling in its favor with regard to a loan in the
amount of KD 1,171,655 previously rejected as part of the pre-invasion debt settlement
agreement in accordance with Law No, 41 of 1993 as amended. As a result, the Company
is only liable for KD 534,744, which has been reclassified along with the prior year figure
from lomg-term  loans  to  the Covernment loan. The remaining  balance of
KI2 636,911 and an amount of KDV 1,450,568 of the provision previously taken against this
lawsuit, which were included under accounts payable and accruals, in addition to the gain
realized on the settlernent of the balance as of December 31, 1999 have been realized as
extraordinary gains under extraordinary items.

Interest on the loan is determined by the Ceniral Bank of Kuwait on a semi-annual basis.
The average rate in 2000 was 5.34% (1999 5.74%).

12. Share capital

At December 31, 2000, the Company's authorized, issued and fully paid share capital
consisted of 238,412 460 shares of 100 fils each {1999; 238 412 460 shares),
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8. Accounts payable and accruals

2000 19499
KI2 KD
Eents received in advance 14,249 21,358
Trade accounts payable 602,562 231,411
Accrued expenses 398, 454 400 482
Employees' terminal benefits 697,702 624,160
Deposits from tenants and hotel guests 324 978 317,023
Provisions 72904 2,158 4R6
Kuwait Foundation for the Advancement of Sciences 93,764 101,147
Amounts due to related parties 92,049 5
Unpaid dividends 10,953 24,312
Cither 198,148 138,900
2,605,763 4.026,259
9. Short-term loans

Short-term loans consist of the following denominations;
2000 1999
KD KD
Kuwaitt Dinars . 1,500,000
Swiss Francs 4.7 million (1999: 4.7 million) B78,900 a02,400
Cerman Marks 12 million - 1,584,000
US Deollars 2 million 614,000 -
Japanese Yen 475 million (1999: 1,575 million) 1,282,500 4,725,000
2,775 400 9.011,400

The foreign currency loans carry interest rates which vary between 1% and 1.5% over
LIBOR.

10. Long-term loans

Lomg-term loans consist of the following denominations:

2000 949G

KD KD

Loans in Kuwaiti Dinars 32,535,000 21,330,000
German Marks 24 million (1999: 12 million) 3,504,000 1,884,000
lapanese Yen 1,100 million (1999 Nil) 2,970,000 :
349,009,000 23,234 000
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Investment in joint venture

The Company has a 50% interest in a joint venture in the United Kingdom. As at December 31, the Company's
share of the assets, liabilities and resulls of operations of the joint venture was as follows:

2000 1999
KI KD
Current assets 3,554 464 4 256,010
Long-term assets 8,607,000 Q405,000
Current liabilitics 827 B57 5,166,510
Long-term liabilitics 6,818,330 -
Revenues 1,262,806 1,371,893
LExpenses THY 428 B39.815
The investment in the joint venture comprises the following:
20010 1999
K KD
Carryving value of the investment at beginning of the vear 5,028,860 4,515,448
Dividend received {952,750) w
Establishment costs written off (49,655) -
Share in the joint venture's results 473,378 213412
Carrying value of the investment at end of the vear 4,499 533 5,028,860
Real Estate and fixed assets
Salhia Furniture Capital
Frocheld  Le Méridien Commercial Sahal and Moter  work in
Land Hatel Complex Tower equipment  vehicles progress Tetal
K0 B2 kKL¥ kL2 KD kL KD KL
Cost:
At December 31, 1999 42,4545.408 17.570,569 17813530 3,352,743 3,664,857 103574 1140532 BR293.193
Adddihons 1,431,304 - - 3424 8773 6,750 3778354 3507632
Dispeasals . - - - (6,517 - - (6,217}
At December 31,2000 44 076,802 17570569 17815330 5.356,167 3,786,050 110,324 4918886 93,594,328
Accumulated depreciabion:
At December 21, 1994 - 6,820,150 7900 430 494,415 2454008 67, 707 - 17,774,630
Charge for the year 7 L e 17,341 134,384 A,573 14,801 - 1,399 674
Relating to disposals - - - - {2.320) - - (2,326)
At December 31, 2000 - 7327 465 3,315,991 648,799 2794155 82,568 = 19471975
Net book value:
At December 31, 2000 44 076,502 10,243,104 9493539 4707 368 951,895 7750 4908880 74,422 350
At December 31, 19494 42 545,408 10,744,419 9914080  4.858328 1,179,520 35867 40,532 TU518,563

Le Meéridien Hotel, the Salhia Commercial Cormplex, the Sahab Tower and certain plots of land with & book value of
KD 15,438 543 are mortgaged against certain loans (Mate 10).
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5. Investment in unconsolidated subsidiaries

The Company has a wholly owned subsidiary "Salhia UK Limited" which was established
with the purpose of owning all investments in certain parts of Europe on its behalf. This
subsidiary in turn has a wholly owned subsidiary "Salhia B.V." registered in Holland. The
Company has started the liquidation process of both these subsidiaries, which is expected
to be finalized during the vear 2001.

The Company also owns 89.72% (1999 - 89.72%) of Haddia Holding GmbH (Haddia),
registered in Germany. One of the Company’s board members owns 8.99% of Haddia,
The financial statements of this subsidiary have not been consolidated as that company
has been established and is being held exclusively wilth a view to its disposal in the
near future.

Included in this investment are loans granted to Haddia Holding GmbH amounting to
DM 14,310,340 equivalent to KD 2,440,087 (1999: DM 15,874,160 equivalent {o
KD 2,728,359). Repayment of these loans is subordinated to certain bank loans obtained by
Haddia Holding GmbH amounting to approximately DM 129,445,135 equivalent to
KD 18,898,990 (1999: DM 105,265,562 equivalent to KID 16,226,693, Also, included is a loan
to Salhia (UK) Lid, amounting to NLG 500,000 equivalent to KD 80,000 (199%: NLG 500,000
equivalent to KI2 80,000). These loans carry interest rates of 5.5% to 7.75% per annum {1999;
+.3% lo 7.75% per annum), Interest income received on the above loans amounting to
KD 149,129 (199%: KD 163,853) is included in investment income.

During the year, the Company agreed with the minority shareholders of Haddia Helding
Gmbl to pro-rate the loan, previously granted by the Company to a subsidiary of Haddia,
among the sharcholders of Haddia. Accordingly the investment in unconsolidated
subsidiaries was reduced by an amount of KD 139,874 receivable from these sharcholders,
which is currently included in accounts receivable and prepayments, The same amount
was reclassified for the 1999 balance to reflect this agreement. Also, the Company injected
additional funds towards the increase in capital reserve at Haddia Holding GmbH
(note 15).

[nvestment in unconsalidated subsidiaries comprises the folfnwing:

2000 1995

KD KD

Irvwestment cosl 888,936 806,014
Loans 2,520,087 2688485
3,409,023 3474 489

Page 29



Notes to Financial Statements (Contd.) becemver 31,2000

i

2. Significant accounting policies (Contd.)

n}  Foreign currencies
Transactions in foreign currencies are recorded at the rate ruling at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are

retranslated at the rate of exchange ruling at the balance sheet date. All differences are
taken to the statement of income.

o) Contingencies

Contingent liabilities are not recognized in the financial statements, They are
disclosed unless the possibility of an outflow of resources embodyving economic
beneflits is remote.

A contingent assel is not recognized in the financial statements but disclosed when an
inflow of economic benefits is probable.

3. Investments

2000 1999

Mt ool MNet bonk

Cost Provision value value

KD KD KD KD

Flots of land in Kuwait 111,226 44 914 61,312 297122
Managed portfolios 21,181,895 1,495,088 19,686,807 21,251,617
Unquoted securities 3,693,701 1,655,586 2037 815 2.06013,290
24 986,822 3,200,888 21,785,934 24,162,020

4.  Accounts receivable and prepayments

2000 1999

KD KD

Hotel guests 323,186 441,763
Fent and other receivables 371,179 275158
e from unconsolidated subsidiary 2,664 37,336
Due friom related partics 377,757 317,213
Deposits and prepaid expenses 66,830 106,941
Advance pavments to contractors 133,250 -
Receivable on sale of investments 703,847 =
Staff receivables 26,505 e ol
2,005,245 1,237,601
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Significant accounting policies (Contd.)

h}

I}

m)|

Investment in joint venture

The investment in joint venture is considered as long-term investment and is recorded
using the equity method. Under the equity method, the initial investment is recorded
at cost and the carrying amount is increased or decreased to recognize the Company's
share of prefits or losses and other changes in equity of the joint venture.

Treasury shares

Treasury shares consist of the Company's own shares that have been issued,
subsequently reacquired by the Company and not yet reissued or canceled. The
treasury shares are accounted for using the cost method where the cost of the shares
reacquired is charged to a contra equity account. When the treasury shares are
reissued, gains are credited to a separate account in shareholders' equity (gain on sale
of treasury shares) which is not distributable. Any realized losses are charged to the
same account to the extent of the credit balance on that account. Any excess losses are
charged to retained earnings then reserves. Gains realized subsequently on the sale of
treasury shares are first used to offset any previously recorded lesses in the order of
reserves, retained earnings and the gain on sale of treasury shares account. No cash
dividends are paid on these shares. The issue of bonus shares increases the number of
treasury shares proportionatelv and reduces the average cost per share without
atfecting the total cost of treasury shares.

Accounts payable

Liabilities are recognized for amounts to be paid in the fulure for goods or services
received, whether or not billed by the supplier. Accounts payable are normally settled
within 30 days,

Mrovisions

A provision is recognised when, and only when the Company has a present obligation
{legal or constructive) as a result of a past event and it is probable (i.e. more likely than
not) that an outflow of resources embodying economic benefits will be required to
setile the obligation, and a reliable estirnate can be made of the amount of the
obligation. Frovisions are reviewed at each balance sheet date and adjusted to reflect
the current best estimate. Where the 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 settle the obligation.

Income recognition

Rental income and interest are recognized on an accrual basis, Holel revenue
represents the inveiced value of goods and services provided during the vear.
Dividend income is recognized when the Company's right to receive payment is
established.

Cash and cash equivalents

Cash and cash equivalents consist of bank balances and cash less amounts due
tor banks.
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2. Significant accounting policies (Contd.)

2} Real estate and fixed assels

Real estate and fixed assets are stated at cost less accumulated depreciation and
impairment losses. When assets are sold or retired, their cost and accumulated
depreciation are eliminated from the accounts and any gain or loss resulting from their
disposal is included in the statement of income, The initial cost of property and
cquipment comprises ils purchase price and any directly attributable costs of bringing
the asset to its working condition and location for its intended use. Expenditures
incurred after the fixed assels have been put into operation, such as repairs and
maintenance and overhaul costs, are normally charged lo income in the period in
which the costs are incurred. In situations where it can be clearly demonstrated that
the expenditures have resulted in an increase in the future ecomomic benefils expected
o be obtained from the use of an item of real estate and fixed assets beyvond its
originally assessed standard of performance, the expenditures are capitalized as an
additional cost of real estate and fixed assets.

Freehold land is not depreciated. Depreciation is provided on other real estate and
fixed assets at rates calculated to write-off the cost of each asset over ils expected useful
life as [ollows:

Buildings and related immovable equipment 10 to 50 years
Furniture and equipment 10 vears
blotor vehicles b yvears

The useful life and depreciation method are reviewed periodically to ensure that the
method and period of depreciation are consistent with the expected pattern of
cconomic benefits from ilems of real estate and fixed assets.

f) Impairment of assets

Property and equipment, intangible assets and investments in unconsolidated
subsidiaries and joint ventures are reviewed for impairment whenever cvenls or
changes in circumstances indicate that the carrying amount of an asset may not be
recoverable, Whenever the carrving amount of an asset exceeds its recoverable
amount, an impairment loss is recognized in income. The recoverable amount is the
higher of an asset's net selling price and value in use. The net selling price is the
amount obtainable from the sale of an asset in an arm's length transaction while value
in use is the present value of estimated future cash flows expected o arise from the
continuing use of an asset and from its disposal at the end of its useful life. Recoverable
amounts are estimated for individual assets or, if it is not possible, for the cash-
ceneraling unit,

Eeversal of impairment losses recognized in prior years is recorded when there is an
indication that the impairment losses recognized for the assel no longer exist or has
decreased. The reversal 15 recorded in income.

g) Investment in unconsolidated subsidiary

The imvestment in unconselidated subsidiary is carried at cost since control over the
subsidiary is intended to be temporary. As such, the Company recognizes income only
tor the extent that it receives distributions from the accumulated net profits of the
unconsolidated subsidiary.
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Activities

Salhia Real Estate Company - K.5.C. (Closed) is a Kuwaiti Shareholding Company listed on
the Kuwait Stock Exchange and its registered address is: P.0. Box 23413 Safat, 13095 - State
of Kuwait. The Company's main activities comprise dealing in various real estate activities,
ine particular the owning and renting out of commercial property, including hotel
accommodation in Kuwait. The Company owns Le Méridien Hotel, Kuwait, which is
managed by Société des Hotels Méridien 5. A,

Surplus funds are invested in real estate and securities partfolios managed by others.
At December 31, 2000, the Company had 452 employees (1999: 404 employees).

The financial statements were authorized for issue by the Board of Directors on February
20, 2000, The Shareholders' General Assembly has the power to amend these financial
statements after issuance.

Significant accounting policies
The financial statements have been prepared in accordance with International Accounting
Standards. The significant accounting policies adopted are as follows;
a) Basis of presentation
The financial statements are presented in Kuwaiti Dinars and are prepared under the
historical cost convention,
b} Investments
Plots of land are considered as curren! assets and are carried at the lower of cost and

market value on an individual basis.

[nvestments in quoted securities held in managed portfolios are considered as current
assets and are carried at the lower of cost and market value on an aggregate basis.

[nvestments in unquoted securities are considered as long-term investments and are
carried at cost less provision for any decline other than temporary in value on an
individual basis.

¢}  Inventories

Inventories of food and beverages are valued at the lower of cost and net realizable
value after making due allowance for any expired or slow-moving items. Cost is
determined by the first-in, first-out method.

Inventories of operating supplies are valued at cost less due allowance for any obsolete
or slow-moving items. Cost is determined on a weighted average basis.

d}  Accounts receivable

Accounts receivable are shown at the balance sheet date net of provision for amounts
estimaled to be uncollectable. The Company's terms of sale require the amounts to be
paid within 30 days of the date of sale.
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Statement of Cash Flows wumirp
S . For the year ended Etecember_ﬂ;fim_ljil-_

1999
2000 {Restated)
MNote KLY Kl

Cash flows from pperating ackivities:
Frofit for the year before extracrdinary items,

contribution to KEAS and directors' fecs 2,281,954 4,680,329
Adjustments for:

[rrvestment income (1,457 .841) (951,840}

Share in joint venture's results (173.378) {513,412)

[nterest income {9.410) {2,554}

Gain on foreign currency translation (A82,227) {362,352)

Financial charges 3,125,569 2 AR9 468

Provision for and write-off of receivaldes 23.326 111,244

Provision for investments (ne longer required) 858,665 {1,256,191)

Drepreciation 1,399 683 1,386,892

MNet {gain) foss on disposal of fixed assets {3.715) 17,215

Provision for employees’ terminal benefits 171,273 107,773
Operating profit before changes in operating,

assets and liabilities 53,333,931 A.6d43,574
Decrease {increase) in inventories 42,514 (1,853
Decrease (increase] in accounts receivable and prepayments 3,504 (283,333
Increase (decrease) in accounts pavable and accruals GH2,292 {2,093,986)
Employees' terminal benefits paid (63,165) (30.215)
Cash from operations 5,999 376 3,204,182
[nterest received 158,935 7464
Financial charges paid (3,127,141) (2,461,610}
Drrectors' fees paid (45,000} (26,000}
Payment to KFAS (101,147) {569,236)
Met cash provided from operating activities 2,885,023 169,850
Cash flows from investing activities:
Purchase of investments (4,318, 5846) (23,046,550)
Proceeds from sale of investments 4 819,851 19259 122
Dividends received 2,043,681 518,629
Proceeds on disposal of real estale and fixed asscts d6d 1322153
Purchase of real estate and fixed assets (5,362,529) (49,284 300)
Diecrease (increase) in investment in unconsolidated subsidiaries 91,963 (147.717)
Net cash used in investing activities (2,725416) {11,378,683)
Cash flows from financing activilties:
Froceeds from short-term loans acquired 616,000 328,000
Short-term loans paid (2,900,000} (3,085,711}
Proceeds from long-term loans acquired 14,585,000 1,750,000
Government loan paid (2,172 406) {1.,086,202)
Purchase of treasury shares (201,591 {1,532,958)
FProceeds from sale of treasury shares 12531 7163247
Dividends paid {3,504,299) {1,182,243)
MNet cash provided from financing activities 4435 235 4,711,135
Increase (decrease) in cash and cash equivalends 4,594,842 {6,497,718)
Cash and cash equivalents at beginning of the vear (7,877 .766) {1,380,045)
Cash and cash equivalents at end of the year 17 (3,282,924) {7.B77,766)

Th .'.'r':.'.:!ru;).'rr.'yfr.‘;{ ysfes e an irrhr;_.;rra! part of f‘.hr'ﬁrrrul('r'ra.' statenients,




0 Statement of changes in E'qt.lity

EXHIBIT C
For the year ended December 31, 2000

o

Cralm on
Sale of
Share Share  Treasury treasury  Statutory Voluntary  General  Retained
Capital  premium shares  shares FESCIVE reserve TESETVE  EArnings Total
KD B KD A KD KD KD KD KD
At December 31, 14498
as previously reported 23,841,246 14,437,158 (82466200 B4034 3680872 RGLOETT 4250000 5449560 47075142
ricr yvear adjustment
(Mote 25) - - s - : (85,771} {85,771)
At December 31, 1998
a5 restated 23841246 14457158 (B346.620) 2054 BOEMEFD BAGOATE 4250000 5,363,789 46,580,371
Clash dividends for
1998 - 10% - - - - - - [26961)  (2,146,967)
FPurchase of treasury shares - - (1,332,955 - - - - - {L532,955)
Procecds from sale of
treasury shares - - BI2R5EEE 10200 - - - - B,135,7H5
Transler bo reserves E - = - S61,928 S61,928 - (1,123.858) -
Met profit for the year -
restaled - - - = - - - 5461859 5461859
At December 31, 1999 23841286 14457158 (1,753,987) 94,254 4231800  LI23LE00 4250000 7254831 58907102
Cash dividends for
1999 - 15% = E S - " - (3492437 (1492437)
Purchase of treasury shares - (201,391) = - - g (207,591)
Froceeds from sale of
treasury shares - - 13,504 (973 - - = - 12,531
Transfer to reserves - - - - B2a910 520,910 - {1L0a1.820 -
Met profit for the year - - - - - - 5070340 5070,340
Al Degember 31, 2000 23,541,246 14457158 (L942074) 93281 4752710 4752710 4250000 S09).914 58295945

The aocomparying nofes are an integral parf of B fGnancial siatenmenis,
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Statement of Income exupirs

- For the year ended December 31, 2000

1944
2000 (Restated)
Mlote KD KD
Rental income and income from hotel operations 0,372,699 0221484
Orperating costs 2,539,025 2,262,374
Gross profit 7.033,674 6,959,112
Share in joint venture's results & 473,378 013,412
Expenses and charges:
Administrative expenses (1,508,303) {1,183,178)
Depreciation {1,399,683) 1,386,892
Sales and marketing expenses (505,346) (400,648)
Profit from operations 4,093,720 4,501,808
Investment income 15 1,457,841 981,540
{Provision) no longer required for investments (838,063) 1,256,191
Gain on foreign currency translation 582,225 362,352
Interest income 9410 3,004
Other income 123,022 32052
Financial charges {3,125.569) {2,459 465)
Profit for the year before extraordinary items,
contribution to Kuwait Foundalion for the
Advancement of Sciences [KFAS), and Directors' fees 2,251,984 4,680,329
Exlraordinary items 11 2,927,120 V27,677
Frofit for the year before KFAS and Directors' fees 5,209 104 2,60, 006
Contribution to KEAS (93,764) (101,147}
Directors' fees (45,000) {45,000
Net profit for the year 5,070,340 3461 ,8049
Fils Fils
Earnings per share 16 21.8 254

The accompani g notes are au integral park of Hue financial stafemerifs,



Balance Sheet exumra
; December 31, _:ztmn

1654
2000 (Restated)

ASLSETS Mote KD KD
Bank balances and cash 272,953 52,559
Investments 3 21,785,934 24.162,029
Inventories 191,388 233,902
Accounts receivable and prepayments 4 2,095,248 1,237,601
Investment in unconselidated subsidiaries o 3,409,023 3,474 485
[nvestment in joint venture & 4,499,833 5,028,860
Real estate and {ixed assets 7 74,422 350 70,518,563
Total assets 106,676,729 104,708,003
LIABILITIES AND SHAREHOLDERS' EQUITY
Due to banks 3,555,877 7.930,325
Accounts payable and accruals B 2,505,763 4,026,259
Short-term loans g 2,775,400 G011,400
Long-term loans 10 39,009,000 23,234,000
Covernment loan ] 334,744 3548917
Total liabilities 4% 380,754 47,800,901
Shareholders' equity:

Share capital 12 23,841,246 23,541,246

Share premium 14,457,158 14,457,158

Treasury shares 13 (1,942,074) (1,753,987)

Gain on sale of treasury shares 93,281 94,254

Statutory reserve 14 4,752,710 4,231,500

Woluntary reserve 14 4,752.710 4,231,800

General reserve 4,250,000 4,250,000

Fetained earnings 8,090,914 7554 831
Total shareholders' equity 38,295,945 56,907,102
Total liabilities and shareholders’ equity 106,676,720 104,708,003

g
}f — e e

Ghazi Fahad Alnafisi
Chairman and Managing Director

The agcompanying wotes are an integral part of the financial sfalements.

—_—

-

Salah Fahad Almarzouk
Vice Chairman
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Fax: (963) 2412701
Auditors' Report

The Sharecholders
Salhia Real Estate Company K.5.C. (Closed)
State of Kuwait

We have audiled the accompanying balance sheet of Salhia Keal Estate Company K50 [Closed)
as of December 31, 2000 and the related statements of income, changes in equity and cash flows
for the vear then ended. These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based on
our aacdit

We conducted our audil in accordance with International Standards on Auditing. Those
Standards require that we plan and perform the audit to obtain reasenable assurance about
whether the financial statements are free of material misstatement. An awdit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statermnents, An awdit also includes assessing lhe accounting principles used and signilicant
estimates made by management, as well as evaluating the overall financial stalemenl
presentation. We belicve thal our audit provides a reasonable basis for our opinion.

As more fully discussed in Mote 11, during the vear ended December 31, 1994, the Company did
not take to income the discount of approximately KD 9.8 million that was expected on settlement
of the Government loan. In this respect, net profil for the year ended Decernber 31, 2000 included
an extraordinary gain of KD 0892 million (19949 K1 0,928 million) which is part of the total
discount nofed above.

In our opinion, except for the effect of the matter discussed in the preceding paragraph, the
financial statements referred to above present faivly, in all material respects, the [inancial
position of the Company as of December 31, 2000, and the resulls of ils operations and its cash
flows for the yvear then ended in accordance with International Accounting Standards.

Also, In our opinion, the financial staternents include the disclosures vequired by the
Commercial Companies Law and the Company's Articles of Association, and we obtained the
information we required to perform our audit. In addition, proper books of account have been
kept, physical stocklaking was carried oul in accordance wilh recognized practice, and the
accounling information given in the Divectors Heport 15 in agreement with the Company's
books. According to the information available to us, there were ne violations during the vear of
either the Commercial Companies Law or of the Company's Articles of Association which might
have materially affected the Company's financial position or results of its operations.

. -~ %

Waleed A Al Osaimi . Shuaib A, Shuaib
Licence Mo, 68-A LLCC‘I'I.CC Mo, 33-4A
of Ernst & Young Member of Andersen Worldwide

{Al Aiban, Al Osaimi & Partners)

State of Kuwait
Februame 20, 2001
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MANAGEMENT

From Strategic planning to project implementation, the caliher
of the manaoement team yuarantees a level of sophistication
and unegualed excellence.

FIXED ASSETS (M5

L UL K L

AN |

Vhowsand K13,

Each project is a new managerial challenge
that  demands a  significant degree
af intense  interactions  within (he
organisalion. We at Salhia Real Estate have
successfully built up a relationship of trust
within the team to allow us to wark even
closer tagether, thus propelling us Lo
achicve the hich standards we have set
far auraclves,

Thmzcaml KT,

We have harnessed this team spirit that will
sae the accomplishment of our objectives.
Based on values and principles that hawve
been infused in cur systems by Hme and

. : G ERNMENT DT
experience, we have grown to rely on Lhe

¥ 2 25000
brue prime assets of cur organisation - !
our people. o

Ty

10000

[housand .12

AN
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MANAGEMENT

Connecting to the larger picture hy compatibility

Anwar A, Al-Usaimi

Depaity Managing Diveclor

All M. Al-Hamdan

Forelgn Investimenifs Manager
Saud Al-Saqer

Mol Estale & Demeloprent Manager
Hany A, Abdelnour

Finanrial Manager

Tareq A. Al-Kandari

Real Estate Develomnent Manmager
Mohammed E. Alam
Maniferiance Maager

Maji Soweidan

AMarketing Manager

Kifah Georges

Froject Maragor

Ormar A, Lafi

Chigf Acconmini

Mohammed Al-Shami

Public, Belations

Khalid M. Al-Awadi

Personnel Manager
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Today’s landmarks are more than mere
exhibits of architectural and engineering
brilliance, They arve testimonials to many
unique and innovative ideas that have
converged o realise a collective vision,

MAs o leading developer in Fuwait, Salhia
[eal Dstate Company has a heritage of
crealing lime-relevant projects that have
ke atlributes of longesvity by desien, To
develap projects of enduring  distinction
has requived the collaboration of minds
proven by wvears of experience in their
respective fields,

The caliber of cur project team guarantees a
high level of sophistication  and
excellence  commencing  with  strategic
planning, lechnical consultancy, cost-
efficient  slructural design  and
culminating in  the effective
maragement of our buildings,




house well-equipped to meet the special
needs and requirements of the elderly. This
project is expected to be completed in
Septernber 2001

The operational results of Haddia Gmbh
for the year 2000 showed an occupancy rate
of 99% in beds and 93% in apartments.
The total operational income was DM 43
million, with the Company profils being
DM 150 million. The total return on
capital employed for the vear was 27.9%,

Other Investments

Compuler Generated Ine. [CGI)

Salhia Real Fslale Company's investment
in CGLa leading  global provider of
telecommunicalions  mediation  software
and hardware syslems reached USS 3
million in the year 2000, CG1 specializes in
collecting  and  processing  electronic
transaclions operating data passing
through lelecommunications systems, and
converting Lhis information into a common
format thal can be accessed by specialized
operating svstems such as billing and
network mainlenance,

Following the eighteen months of its
performance in a competitive market, C0G[
received an offer [vom INTEC Telecom
Svstems to acquire Hs shares, As a result
of this bansaclion, Salhia Real Estate
Company  recorded  a  profit of
USS 1,044,000/ - reflecting a 30.48% yield on
the invested amount,

Leica Geosvstems

Twe vears after the Company's
investment  in Leica Geosyvstems, a
global leader in the mauuf;;;ctu]'e and
distribution ol surveving, global
positioning and other high-precision
measuremaent insiruments, Leica
Lieosyslems underwent an initial public
offering and the listing of the company on
the Swiss Stock Exchange market was
completed in Julv 2000,

The above lisling produced capital gains
totaling SF. 935875/ on Salhia’s initial
imvestment of SF, 00,000/ -, equivalent to
125% return on capital, while the annual
yicld was 77.9%

REPORT OF THE BOARD OF DIRECTORS
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INTERNATIONAL BUSINESS
Key Property Investments (KPI)
Three and a half years since the formation
of KPL in Britain, the fnancial resolts
and company’s performance confirms its
success and promises a future of growth
in its assets and operational revenue,

This progress is a result of the combined
strengths and experience of Salhia Real
Lstate Company  and 5t Modwen
Properties, each a leader in its own sphere
of operations, This gualified and strategic
alliance has enabled the partnership o
make profitable investment decisions and
efficiently manage the Company's projects
that include the Refuge Assurance Real
Lstate portfalio and the development of
the Farnborough  Commercial  Center.
Until the vear 2000, the total profits
accrugd  were GBP 57 million,  with
dividends amounting to GBP 5.1 million,
The  sharcholders  equitv as  of 30
Movernber 2000 amounted to GBF 199
million amd paid-up capital totalled GRP
1705 millian,

The financial resulls of KPP [or the vear
cnded an 30 November 2000 showed a
nel profit of GBEP 2027000, Dhividends
distribuled o shareholders during  he
vear lotalled GBP 4 million.

Activities and operational results
of KI'I for the year 2000

Duaring the wvear, KPT sald theee of the
buildings owned and operated by them,
These were:

= 30738 Parsons, 51, Banbury

= 123/129, High 51, Bromsgrove

= Refuge Assurance House,
Collingwood, Newcastle

The management is  also considering
the sale of a number of other buildings,
a procedurs that is expected to be
completed before end of February 2001,

Regarding the Farnborough Commiercial
Cenlre, KT has oblained the necessary
official approvals on the general Blucprind
of the Commercial Cenler, the delours thal
will be necessitated in tralfic mosemend
and the plans for the Recrealion Cenler.
KPl has also received the approval o

build 24 residential apartments and four
shopping units at the former location of
the Post Office building,

Thornhill Apartments, Lynn Road,
Morth Carolina

Localed in Raleigh, North Carclina, USA,
the Thornhill BMulti Family Residential
Complex project was starled in mid-1999
and concluded in July 2000,

The Tharohill Comples consists of 313
lusurious residential apartments in the
following categories:

* O Bedroom Apartments
¢ e Bedroom Apartments
* Three Bedroom Apartmenls

Fach set of apartments occupies different
areas ranging between 692 sg0 fh o to
1430 =sq. ft. The complex also houses a
large swimming poal, health club, steam
bath, multi purpose hall, 2 large courtyard
and a covered car park,

The rental process was initisted in
November 1999, immediately after the
completion of the first residential building
anl the leasing office.

The investment objectives for this project,
to  develop  the complex, rvent  the
apartment units and then place the whole
project on the market for sale, were
achieved successtully.

O Decomber 11 2000, the  partners
concluded the sale on the residential
complex for an amounl of 1USHE 261
million, compared to ils initial cost of
LS5 22.2530007-. Salhia Real Estate
Company’s share in this project was 42%,
while itz contribution 1o the capilal was
LSS 1,845,775/ - This investment recorded
an internal rale of relurn ol 21%.,

Haddia Gmbh

Haddia Gmbh s a limited liability
subsidiary  Ehat  owns  and  operales
nursing homaes for the clderly in Germany,
As at December 31, 2000, Haddia owns
eleven buildings, conlaining 178
residential apartments and 650 beds, In
addition, the company is develaping a
mew site af 10000 m® a3 a 142 bedded
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E’:{_h "-::lf Salhia Real Estate Company’s

i m jects is ex ertly managed to guarantee a

_muoth running and vfﬁr;c-nt aperation.

~ The Arraya ]:-J'UJect 15 a classic example of

the Cﬂmpan} s commitment to provide
the best resources and skills for stratesic
planning,  engineering consultancy,
structural design, economics, maintenance
and operation. Arraya is located on the
eastern entrance of Kuwait City: and
oCcupies an area of 10,809 m2 The final

- design and occupancy plans for the project

were spproved and implementation of the
project was initiated in April 2000, Arrava
will house three major sections:

* A high quality retail and commercial
complex, on the ground, first mezzanine
and second mezzanine floors,

* A tower consisting of 30 floors, which
will dnclude a threesstar holel and &

“ numiber of tloors dedicated to quahtv
corporate office space.

» A multi-floor car park for 1050 cars. The
btu!(img is linked to the main building
of the complex by bwo roofed imngmg
bndgea

. The project will be completed at the end of
the  first quarter  of the year 2003,

Megotiations are underway with major
international hotel operators to manage the
Arraya - Hotel. The management has
dnitiated a comprehensive communication
and marketing programme o promaote the
project and its services.

With an estimated project cost of KD 18.5
million, the Board of Directors looks
forward to adding yet another
landmark in Kowait City, therchy
strengthening  Salhia  Real Estate
Company’s position as a pioneer in the real
estate industry.

)

ARRAVA
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The twelfth and  thirteenth  Floors

wore renovabted and corverted foowell-

appointed Foval Suites with

ar ewclusive leisure area o serve

Jdislinguished alesis 011 these
i fu

e floors.

The Business Centre was  shifted
fram the second to the ninth floor
advanced
communicabion technology equipment

anid augmented  with

to provide state-of-the-art business
support services to corporate guests at
thie lestel.

To enhance the quality of foed and
beverage services, a redistribution of
services has been implemented. All
services related to food and beverage
have been assembled together on one
Floor, along with kitchens, food storage
and distribution centers to ensure better
coordination between these departments,
thereby improving the level of
responsiveness to requirements from the
room services and catering departments,

v keeping with the desires of the
guests, the Management has opened a
[apanese  restaurant specializing  in
authentic  Japanese  cuisine  at the
ground floor replacing the Al Fairoos
Hestaurant,

The Café Roval restavrant in the
main lobby of Salhia Complex has
undergone complete renovation and
refurbishiment in order to provide its
clientele with the unigue casual dining
experience of a firsl class café, in
keeping with the qualily and class of
the Le Meridien reslaurants,

The development plan at the hotel
included the overhaol of elevators ard
the central  air-conditioning  system,
increasing the number of TV channels,
the addition of an acoustic system and
the renovation of furniture on the fourth
and Tifth Moors,



The Company owns other real estate
properties at various locations in the area of
Kuwait City, between the two main streets
- Fahed Al Zalem and Al Shuhada Street.
The Company is considering a variety of
investment alternatives al these locations.
It is expected that the Management will
have a clear vision as lo lhe investment
programme for these properties before the
crud of 2001,

Le Meridien Haotel

Az one of the most important and
prestigious asscls of Salhia Real Estate
Company, Le Meridien Flotel is considered
a reference point of the real estate industry
i kuwait. Through continuous investment
i the upgrading and reflurbishment of the
haotel rooms and suites as well as the level
of services provided, the Board of Directors
has been able to meet the strict standards
of gquality sel Tor a deluxe five-star
international hotel.

During the year 2000, the Board of
Directors  decided 4o implement  a
comprehensive  and  phased  renovation
programme. The highlights of the plan
included the fellowing:

* The indoor swimming pool was shifted
from the sixteenth floor to the fifteenth
floor, sdjacent to the health club, thereby
integrating the whale range of fitness
services for the convenience af hotel
Euests.

* The wvacant space created on  the
sixteenth floor was converted to a large
mulbi-purpose ballroom of 900 m2, with
glass facades, a luxurious decor arcd
excellent facilities, besides providing a
panoramic view of the city; which is
a perfect setting for banquets and
conferences,

REFORT OF THE BOARD OF DIRECTORS
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The Company also modified the natural

and electric lighting svstems  within all
areas ol the shopping center, improved
aesthetic quality by adding marble pillars,
and replacing the hand rails to refresh the
ambience within the commercial loors.

T facilitate shopper  traffic  between
commercial floors and  fo attract maore
visitars bo the first and second mezzanine
floors, the Company  renovated  and
added  new  escalators between  these
floars, The refurbished complex was also
supparted by the introduction of a state-
of-the-art acoustic and security system, as
well as a central svstem for TV satellite
channels and Internet services,

Sahab Tower

Considerad te be a landmark in Kuwail
City, Sahab Tower is characterised by ils
unique design and in being the ullimate
luxury in services that it provides. The
management maintained an operational
averdgs of TO0% at the Tower, and achicved
g gross annual income of KT 834,000,

ol | B YOl |
Al Sahab Fahed Al Salem Street
and Al Soor Buildings

I'he cocupancy at the nine buildings in this
vital area of Kuwait City has reached 98%.
The buildings accommaodale retail shops
in the ground Flosor and  residential
apartments in the upper Hoors. During the
year 2000, these buildings have produced a
total income of KO B70000. The Company
intends to invest in these prime propertics
ab an appropriate time.

Page 10



Besides becoming
prestigious reference
points for Kuwait,
Salhia’s projects play
a larger and more
constructive role.
They nurture entire
environments,
bringing prosperity
by creating jobs,
infusing confidence
in the community
and encouraging
aspirations.

REPORT OF THE BOARD OF DIRECTORS
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When the law No. 41 for the year 1993 was
issued, the Board of Directors took upon
itself the responsibility of improving
productivity and meeting the commitments
made to the shareholders, This sense of
accountability was the driving force that
shaped the growth of Salhia Heal Estate
Company over the yvears. The Company
succeeded in completing the Sahab Tower
and investing i other real estate ventures at
strategic  locations  in Kuwait city, in
addition to an investment programme in
international  projects,  that  produced
posilive results,

Income statement

Despite a decline of share prices in the local
and international stock markets, the total
profit for this year was KID. 5.2 million
compared  to KDO. 56 million during
last year.

Based on profitability, the Board of
Drirectors has proposed the distribution of
dividends te the Company’s shareholders,
at the rate of 15%.

The Board of Directors would also like to
present  the shareholders with  the
operational situation of the Company’s
assets, both locally and internationally for
the year 2000 as follows:

LOCAL OFPERATIONS
Salhia Commercial Complex

As oa result of continuwous maintenance
services, Salhia Commercial Complex has
retained its pioneering position among
olher commercial complexes and shopping
centers  in Kuwait,  achieving  100%
occupancy for the vear 2000 and a gross
annual rent revenue of K13 3.2 million.

Ad the end of December 2000, the Company
completed  the  implementation  of  a
renovation plan for a large section of the
complex, This included the removal of the
circular staircase from the main lobby of
the complex, creating a spacious area now
ulilised to integrate bwo cafés at the ground
Maor and the first mezzanine floor,

Despite ineeting the
escalating operational
costs inan
increasingliy
competitive market,
the Board of Direclors
was able to ensure the
equitable distribution
of dividends to
shareholders.

This policy has helped
the Company in
developing and
mgintaining a sound
reputation with all its
shareliolders and
partuers. The Board
closely monitors the
average of the total
Company debf aguainst
shareholders’ equity to
ensure tHat Hiis does
not surpass a 1:1 ratio.
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Celehrating the Spirit of Enterprise

The Board of Direclors of Salhia Real
Estate Company is pleased to prosent bo
its shareholders the annual report and
financial results for the year ending on
December 31, 2000, as follows:

Balance Sheet

The total assets of the Campany for the vear
2000 were KD 106.6 million, compared to
KO 1047 million for 1999,

The Company’s liabilities have increased
from KD 478 million in 1999 1o KD 483
million in 2000, reflecting the Company’s
plans to increase its investments in local
real estate and rencvation Programines in
existing projects.

The cumulative of sharehalders’ cquily has
reached KD 38.2 million in 2000, compared
to KD 569 million in 1999,

CGovernment loans

The Board of Directors of Salhia Real Estate
Company  is  pleased  to  inform ks
shareholders that the Company has nearly
concluded ils payments of the Government
loan, under law Mo, 41 for the year 19935
This loan, which amounted to KD 19134
million in 1994, was decreased gradually as g
required by the repavment structure of the
Central Bapk, In the vear 2000, the amount EE]
for selllement stands at halt a million

i
Kuwaiti Tnars, ﬂg“ﬁﬁ i
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BOARD OF DIRECTORS

Gharzi Fahad Alnafisi
Chatrpan & Mataging Director

Salah Fahad Al-Marzouk
Vice Chairnan

Abdulaziz Saud Al-Babtain
Bovirdd Member

Abdul Latif Abdul Karim Al-Munayyes

Board Menibher

Anwar Abdulaziz Al-Usaimi
Board Member

Faisal Abdul Mohsin Al-Khatrash
Board Member

Sheikh Mohammed Jarrah Al-Sabah
Bogrd Member

Hassan Abdullah Al-Mousa
Bord Member

Youssef Easa Al-Othman
Bovrd Member

Delivering to expectations...

.. hurturing a —
reputation of goodwill
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This gradual and planned reduction of the
amount owed (o lhe Government was
accomplished  withoul  alfecting  the
Company’s retention over its assels and its
expansion programme in the Tocal and
mternational investment market,

The Company’s continued commitment to
msue dividends to sharcholders has further
established a sound repulalion with the
local banks, which have empowered the
Company with funding and new facilities
for  its  different  activities.  The
management of the Company has
improved  both  performance and
productivity by streamlining its internal
operations  for  greater  efficicncy by
creating new jobs o enhance and upgrade
the services offered. A range of new
projects in various stages oif study, design
and implementation, are also underway.

CHAIRMAN'S MESSAGE

The well thoughl-oul management of
short and long term loans has had an
important role in balancing the Company's
debt structure. Consequently, short term
loans have been reduced from KD 9,01
million in 1999, to KD 2.77 millian in 2000,
matched by an increase in long term loans
from KD 2323 million to KT? 39 million,
This has helped formulate the plans for
proper asset managemend, swhich  are
largely long-term in nature.

Finally. | would like to acknowledge the
continued commitment of the Board of
Directors to safeguard the asscls of the
Company. enhance  the equily of  the
shareholders and ensure an increase on
returns, | take this opportunity lo express
my gratitude to 1lis Highness the Amir of
Euwait, Sheikh Jaber Al-Ahmed AlJaber
Al-Sabah, and 1lis Highness the Crown

Planned expansion, judicions asset manapement and the
consideration given to the selection of proiects have been

the key ingredients for the success during the financial year.

The Arrayva project, located in the Sharg
area, i85 a4 prime  example  of  the
management’s  efforts at  creating  yet
ancdher world-class conmumercial and retail
caomplex. Having laid the foundation in
Appril 2000, the team has spared no efforts
to  ensure the accurate and timely
completion of the project, now scheduled
for March 2003, The Coempany also
indtiated  the rencvation and  expansion
programme  within  Salhiz  Commercial
Complex, and completed a comprehensive
restoration of Le Meridien llotel. More
details an these projects are provided in
the Board of Directors” Report.

With regard to the performance of the
Company’s assets, the operational average
realised within the local real estate sector
is  nearly  100%. The Company's
international real estate activities have
achieved a high operational average. The
Company’'s  international  investments
conlribuled greatly towards enhancing the
Company’s prafits and cash flow.

Prince and Prime Minister Sheikh Saad
Al-Abdullab Al-Salem Al-Sabah, for their
constant support te the private sector in
general and the real estate industry in
particular. 1 would also like to thank the
Board of Directors. the management and
the cmpleyees of the Company for their
efforls, which have helped to achieve all-
raund excellence during the yvear 2000

j,/\;”

Ghazi Fahad Alnafisi
Chainman & Managing Divector
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CHAIRMAN'S MESSAGE

Ghange... a time for consolidation

It is my pleasure to present Salhia Real Estate Company’s Annual Report
and financial results for the year 2000, and to share with you the key
achievements of the management, that have served to develop the
Company’s assets and to increase its revenue.

Cespite the  slow-down  in the  local
commercial activities and the decline in
local and  international stock  exchange
prices, the Company has  been able
to achieve a profit of KD 5.2 million during
the vear, The total assets and shareholders
equily for the vear 2000 has reached K1 107
million and KD 582 million respectively,
compared to KD 1.7 million and KD 57
million in 1999,

The Board of Directers s proud to
announce  that  the Company  has
drastically reduced it outstanding debst
with the Government of Kuwait. From a
latal amount of KD 19 million in 1994, the
Company’s debt has been brought down to
R 534000 at the end of 2000,

Page 4




INTRODUCTION

[n the 1999 United MNations Human
Development Repart, Kuwait topped all
Arab states by ranking 35th in the world
in the area of human development.
Ihe report commended Kuwait on
it= efforts to limil its  ecenemic
dependence on odl. In a brisk economy,
diversitying into dilferent areas of
investment, the size and scope of real
estate projects have served to build
and influence investor confidence.
Further, the real eslale incdustry
has occupied a significant position
by responding to  the refined
expectations of the internationally
expoesed Kuwaiti communily,

In anticipation of a borderless
econcany, the real estale sector has
acknowledged the diclates of
consummerism by supporting Kuwait's
strategic  choices  for  development.
Salhia Keal Estate Company is a part of
the movement that bridges Kuowait
through compatibility in a changing
world, reinforcing its prospects as an
urban center and a cosmapalilan capital
in the Arab region.

For Salhia Real Estate Company,

each project in the year 2000 has further
consolidated our leadership in the

real estate industry in Kuwait.

To spearhead this linkage requires the
collaboration of minds proven by years
of experience in their respective Fields.
With a commitment to excellence,
cach individual assignment undertaken
by Salhia Real Lstate Company has been
execuled lo expectations, and deliverad
with a high degree of sophistication.

As plabalisation continues to shape lhe
desliny of Kuwait, Salhia responds
to the transition by facilitating the
COrmunity with bomorrow’s standards.
And that we believe, is being part of the
larger  picture... where through
understanding and responding to these
changes, we live up to the expectations
af being a leading enterprise - for cur
sharehalders, partners, associates and
the communities we live and work in.
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