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2002 Achievements

m Maintenance of EBITDAR in a challenging year

m  Outperforming peers in terms of EBITDA evolution from 2001 to
48]0

m  Successful distribution initiatives
m Homogeneity by brand and product standardisation
m Cost savings of € 31.7 Mn

— While improving quality of product and services according Guest
Quality Questionnaires: improvement of 8 points on a scale of 15

m Renegotiations of lease agreements

m Disaffiliation of loss making/brand inconsistent hotels
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2002: A challenging year

m Business & Tourism spending cutbacks associated with the global
economic downturn (WTTC)

m Terrorist attacks made travellers to avoid long haul destinations
- April 2002: Djerba (Tunisia) 9 people killed
- October 2002: Bali 200 people killed

m  Slowdown in LatAm and Caribbean:

- Argentina’s crisis expanded to the area

Brazil get through a long pre-elections uncertainty
Political instability in Venezuela

Cuba affected by German economic slowdown
Mexico impacted by drop in travel expenditure in USA

m Bewildered tourism policy in the Balearic Islands

Tunisia, Bali, LatAm&Caribbean and Spanish Islands represent 51% of the
consolidated EBITDA
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Commercial actions 2002

Reorganisation of our sales team

Reinforcement of international sales offices in feeder market

Latin America 55 sales people

|

m Centralisation of Sales

|

m Europe 134 i

International sales contracts signed with mega World-wide Travel Agencies
consortia

m j.e. Carlson Wagonlit, American Express

Increase of direct sales through self developed programmes

m i.e. Escapadas, Puentes, Fines de Semana, Tarifa Plana (Uniform Rate)
through Internet
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Decentralisation strategy: decrease the weight of TTOO in favour of direct

Distribution channels

sales and groups

Increase in sales by distribution channel in 2002

SolRes 15%
Groups YA
GDS 8.1%
Internet 174.3%
Self developed programmes 24%
TTOO -T%
Strategy to favour sales to Spanish TTOO under current trading conditions
Iberojet +44%
Travelplan +42%
El Corte Inglés +35%
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Progress in our distribution technology

Development of multi-channel fully integrated distribution system, web enabled

m  New reservation engine with Sirius technology
m New website
m Central database based on Siebel

m  New strategy of CRM aiming to a Sales Force Automation enabling

- contact management
- lead tracking
- sales forecasting

Increase of sales through our website from € 3.6 Mn in 2001 to € 10 Mn in 2002
15% increase of sales through SolRes in 2002

Increase by 300% in the first week of 2003 through Solmelia.com

Sales expected through the Internet in 2003: 12%
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Brand strengthening strategy

Homogeneity by brand and product standardisation

m |dentification of brand attributes

m |dentification of areas of improvement: analysis of
standards of products and services

m Brand internal and external benchmarking by Infratest
Consultants

m Optimal cost structure and yield by brand
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Cost reduction programme summary

Million Euro
A. Direct Costs

- Mainly Food & Beverage
B. Personnel

C. Other expenses

- Mainly entertainment, maintenance
energy, marketing and administration

TOTAL
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A Direct Costs (F&B)

1. Redefinition of product range focused on improving profit margins
2. Advanced menu engineering, Food standardisation by brands
3. Higher consciousness in food cost control

4. Improved efficiency in stock control (SAP MM)

FC B

SOL MELIA FOOD & BEVERAGE
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Personnel expenses

Staff optimisation process in hotels thanks to:

m Progresses in technology in F&B and Information Systems

m  Outsourcing of services: cost reduction, switch from fixed to variable costs
m Standardisation: eliminating activities with no added value for clients

m Areas of staff rationalisation, taking profit from economies of scale: Mexico,
Dominican Rep, some areas in Europe

Staff recruited according to occupancy

m  Reduction in timetables from 8 to 6 hours when possible

m Reduction of opening hours of points of sale according to demand

Optimisation HHRR at Headquarters. Reduction of number of managers due to
decentralisation of roles favoured by use of new Information systems and
training at the hotel level
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¢ Other expenses

Energy and water supply

m  Selective closure of hotel areas (floors, restaurants, banqueting space, etc.)
according to occupancy

m Improvement of automatic and computerised building energy control
systems

— Automatic lights control

— Temperature control

— Combustion optimisation in boilers

— Optimisation of working parameters of chillers

— Installation of frequency variation equipment in big pumps
m  Garden irrigation control

m  Downwards renegotiation of energy rates in liberalised markets
Maintenance

m First steps of maintenance outsourcing
m  Optimisation of maintenance expenses
m Beginning of implementation of SAP PM (Plant Maintenance)
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¢ Other expenses

Entertainment

m Change in the structure at the corporate and hotel level
m Redistribution of activities
— Reduction of activities according to customer demand

Marketing in Latin-American hotels

m Contracts renegotiation:
— Advertising
— Public Relations

Administration and general expenses

m  Reduction of travel expense
m Savings in office material

& sol Melid
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Focus on quality

Costs reduced, but quality prevails

m Creation of Head of Quality role in every hotel (GSA)
m Training on quality services at hotels

= New quality initiative: Serviexpress

m Despite costs reduction, according to questionnaires from
customers and mistery guests, quality has been improved
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Dis_a_ffiliations

Disaffiliations made according to three main criteria:

= Non-profitable
m Conflictive
m Non-strategic or non-brand consistent

Total disaffiliations will represent net savings of € 3.4 Mn in 2003
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Number of hotels by affiliation regime

m 7 leased hotels (2 in Tunisia)
m 17 managements or franchises

Room percentage by geographic area
m 26% rooms in Middle East & Africa
m 43% rooms in Spain & Portugal

m  14% rooms in Americas Division

m  17% rooms in Asia

& Sol Melid
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Situation in Tunisia after Tryp acquisition in
2401010

Initial Situation:

9 leased hotels:

6 operated by the Tunisian Company (Tryp Mediterranee)
3 operated by the Spanish Company ( Tryp S.A.)

8 franchised establishments: 3,836 rooms (previously in Sol Melia’s portfolio)

Forecasted evolution of the 9 leased hotels:

2001 — Losses of € 3.7 Mn.

2002 — Losses of € 5.0 Mn.

2003 — Forecasted Losses of € 5.3 Mn.
2004 — Forecasted Losses of € 5.0 Mn.
2005, 2006,...

Scenario without

Irag conflict
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Situation in Tunisia after measures taken

Situation Post-disaffiliation:

9 leased hotels:

m 6 operated by Tryp Mediterranee (1)
— 3 disaffiliated
— 2 change from leased to management contract )
— 1 still under Sol Melia’s operation (EBITDA>0)
m 3 operated by Tryp S.A.
— 1 disaffiliated
— 2 rental reductions by 25% and 10%

8 franchised establishments: 3,836 rooms (previously in Sol Melia’s portfolio)

1 leases plus 2
management(?)
contracts

Effect of measures taken:

m  2002: Cost of disaffiliation € 6 Mn

m  2003: Reduction of risk. « €1.2 Mn.of disaf. Cost
— Forecasted losses of € 1.7 Mn {
— Savings of around € 4 Mn

m  2004: Forecasted Result: € 0 Mn
— Savings of € 5.0 Mn

. 50[ Me[ ia (1) To be dissolved in February 2003

(2) 1 lease still under negotiation to become management
contract

* € 0.5 Mn Operating losses
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Melia While House, London
(UK)
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2002 Summary of performance

Revenues:

— Hotels: +0%

_  Management fees: +1% (Million Euro) Dec-02 Dec-01 % growth
— Others: -4.4% RevPar 45.4 47.0 -3.6%
Increase in operative expenditure Revenues 1,010 1,016 -0.6%

.39 ' ' tals.
Dy 20 gueitgiercase In Teptals. BB oA 233 241 3.4%
EBITDAR: +0.5%. Improvementin ~ EBITDAR 301 299 0.5%
EBITDAR margin by 0.3 p.p.s. ,

EBITDAR Margin 29.8% 29.4%

Net Profit drop due to negative _ o
exchange differences (€12.3Mn) Net Profit 4 58  -93.1%
and extraordinaries losses (benef. minorities)

(€28.4Mn)

Excluding these effects Group Net
Profit drop by 12%

“€ 31.7 Mn Cost Reduction
Programme” target achieved

& sol Melid
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Hotels evolution (O & L)

% Occ RevPAR A.D.R.
m  Excluding effect of newest additions

RevPAR would have decreased by 1.8% EUROPEAN RESORT 2002 PR3 % 35.1 49.3
%ol 2001 -6.5% -43% 2.4%
2001 76.3% 36.7 48.1

m  RevPAR decreased by 4.3% in Europe

: - e EUROPEAN CITY 2002 63.4% 55.2 874
Resort is mainly due to Tunisia (-40%
y (-40%) %ol 2001 1.0% 1.7% -0.7%
2001 64.1% 56.2 87.7
. : : 0

= '&ﬁ;’ﬁgﬁ&”&genm resorts isup by 1% aAmerica 2002 61.9% 453 732
%o/ 2001 -2.5% -15.4% -13.2%
2001 63.5% 53.6 84.4

m  RevPAR decline in Europe City because
of the new acquisitions within the Tryp TREAL . 2 66'5:/" 45(;4 68(;2
segment. Excluding this effect, -0.7%. 700/ 2001 -4.2% -3.6% 0.7%
2001 69.5% 47.0 67.7

m |n Spain City clear recovery in RevPAR from quarter to quarter:
Spain: -3.3% in Q3, +11.1% inQ4
Madrid: +3.7% in Q3, +15.3% in Q4.

m  Melia White House: 26% RevPAR increase due to new segmentation that has boosted occupancy
levels.

m  Reasonable evolution of Latin America and Caribbean, affected by the 32.4% fall in RevPAR level
in Caracas.

m  Good performance in Dominican Republic (RevPAR: +12.1%).
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Recovery in the 2"d semester

1Sem02 2Sem02
m RevPAR -71.3% 0%
m EBITDA -23.1% +22.2%

m Resilience of Spanish resort

m Positive evolution of city hotels

& Sol Melid
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Spanish resilience

Resort Segment resilience:

Occupancy RevPar () A.D.R.
m Islands -6.0% -1.7 % + 4.6%
m Mainland -4.4% + 3.6% + 8.4%
= SPAIN -5.4% + 0.6% +6.3%

City Segment recovery by quarters (RevPar):

1Q02. 2Q02 3Q02 4Q02
= Madrid -7.8 % -4.1% +3.7% +15.3
m  Rest of Spain +4.5% @ -8.4% -3.3% -1.4%

(1) Revenues per available room

) 1902 was positively affected by the delay of Congress and Conventions from 4q01 due to 11-S

m  GDP in Spain is expected to grow by 3% in 2003 versus 1,3% in Eurozone*

m  RevPARs in Spain are expected to grow slightly in 2003, while flat or decreasing RevPARs
in most markets*

Spain represents the 62% of consolidated EBITDA
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/ Solid and diversified debt structure

Debt by currency
(YE 2002)

GBP
5%

USD
12% Euro

83%

Total net debt (4Q02): €1,131 Mn
— Decrease of €79.8 Mn
Total fin. Debt (4Q02): €1,262 Mn

Debt by interest rate
(YE 2002)

Euribor
26%

Libor USD
7%
Fixed
65% Libor GBP
2%

= Average interest rate: 4.6%
= Mortgages / Total debt: 30%
= Mortgages / Market Value of assets: 15%

The company will continue to strengthen and diversify its Balance Sheet aiming to
improve its Credit Ratings

@ Sol Melia
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Solid and diversified debt structure

Debt by nature Debt by maturity date
(YE 2002) (YE 2002)
Credit Lines
9% >2010 21%00/3
Leasings Bank Loans o7 ’
10% 30%
2004-2005
Exchangable 31%
19%
2 A 200464—3/010
32% °
* Average Maturity: 4.6 years
No major debt covenants * Average Length: 8.0 years

@ Sol Melid
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Liquidity

Sol Melia’s liquidity is supported by:
m €138 Mn of Cash Available

B €159 Mn Committed Credit Lines
— €52 Mn Available
m 85% of market value of assets uncommitted

— Potential capital raising: €1,600 Mn (market value of assets less
net debt)

& Sol Melid
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m 91 owned hotels plus 1 additional Owned & Leased hotels

project (YE 2002)
m /6 leased hotels plus 11 more

under project A
m  75% of current Portfolio updated in 7%

the last 5 years

m  American Appraisal valuation 2002:
— Owned portfolio € 2.7 Bn
— Total company valuation €3.3

Bn equivalent to €11.8per
share. Discount to market price

Europe
of 266% 93%

@ Sol Melid
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Europe RevPAR Cycle 2002/03

2002 2003

. Warsaw
. Berlin, Budapest

"Brussels
“rague

Hamburg

Warsaw

. Budapest

|
RevPAR ii RevPAR RevPAR RevPAR
Growth i  Falling Growth i  Falling
Slowing UK Regions Slowing i:
]
L, e e
i
HED | Brussels
]
RevPAR RevPAR i  RevPAR
|
Decline Londgl Rising | Decline
lowin Frankfurt Munich, Madrid i Slowin
Clgng o ' \ ] g Stockholm
K 1
PariaRenle Milan, Rome, Duisseldorf ii Prague
i .
Berlin
Barcelona, Amsterdam Barcelos, Amstem‘ i:
.. Munich, Diisseldorf, Madrid paris ¥ @0 AR
London, UK Regions
Hamburg

Positive Outlook in those cities where we are present:
Madrid, Barcelona, Paris, London, Milan
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Sol Melia’s strategy for 2003

m Departure frame:

- Refurbished hotels

- Hotels in reposition process

-  Strengthened brand and service consistency
- Controlled margins and costs structure

- Clean portfolio

- Improved distribution

1. Reinforcement of consolidation and brand consistency: prices, costs and services
standardisation by brand

2. Maintain quality of product and services

3. Strengthen of the Company’s distribution strategy through the internet aiming:
m  Global distribution

m Disintermediation

m Cost savings in bookings

m Better “value for money” to final customer

m Better knowledge of and service for the final costumer

m  Cross selling improvement
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Sol Melia’s strategy

4. Incorporation of 30 hotels in the next two years and repositioning
5. Rotation of assets

m € 30-40 Mn of annual assets disposals from 2003

m  Focused on asset management measures (l.e. profitability per square
metre) and time share business

6. Continuation of Balance Sheet strengthening
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