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Financial
milestones
before Strategic
Plan 2008-2010

+314,8 +30%

EBITDA 2004-2007:

+46% |

+110,1

9%

Dif. Increase | CAGR

14%

EPS 2004-2007:

Dif. Increase
+0,67 +278% |

CAGR
56%
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2003 2004 2005 2006 2007

TOTAL REDUCTION 2004-2007 350 MM EUR

Reduction of NET CAPEX v | i
from 2004-2007:

NEXT CAPEX / REVENUES
2004 2005 2006 2007

52% | 11,8%  8,0% | 6,7%
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DEBT Situation

end 2007

Sources of Financing

B Preference Shares
B Bonds

o
13% Bank Loans
(Including Sindicated Loans)(1)

B Mortgage Loans
Leasings
B Credit Facilities

2% 10%

27%

(1) Guarantee for mortgage loans is only 7,5% of the market value of the group assets
according to the 2007 valuation by Richard Ellis.
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Currency DEBT

4
2% =l

Euros
M GBP
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DEBT Situation

end 2007

DEBT Interest

M Fixed

34%

Average interest rate 2007: 5.29%
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DEBT Situation:

Liquidity

Credit Facilities Liquidity Situation
N M Available Cash and Cash Equivalents
250.000.000,0 . Used Other Current Financial Assest

Bank Loan (Feb. 2008)
Available Credit Falicities
TOTAL AVAILABLE (Millions €)

MNote: 6 Mn shares available for the maturity
of the convertible bond by year end.

515 Million € available
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Group Finance:

Guarantor of new Investment policy

GROUP FINANCE EVP
Onofre Servera

Development

T Strategic Purchasing

L Financial Planning,
Treasury & Public Markets

- Joint Ventures
& Alliances

= Investor Relations

! IT Strategy

- Risk Management
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7/ Group Finance, unifies Development and
Finance responsibilities under the same EVP.

- Designed to accommodate Development
investment plan (approved by the Senior n
Executive Team) to the Financial plan.

- Capex pace will be dictated by the ability
of the company to generate cash flow.

# The creation of the Alliances and Joint
Ventures department adds a new source
of project financing that alleviates the
dependency on the company’s resources
to grow and mitigates risk.
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Development

Strategy
2008-2010

& The leitmotiv of the development strategy is the mixed ownership
product (MOP) i.e., analyse a project as a combination of businesses:
hotel plus condo and/or SMVC and/or Real Estate, thus maximising
synergies between the three core businesses of Sol Melia

¢ The development criteria are:

= Strategic value.

= The product has to add value to the brand

= Economic value.
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Development Capex

Capex by type of business Capex by geographic area
Condo SHIVE i
4% 7% North America 5% EMEA

| Hotel

Caribbean
Overall Development .
Rooms by type of contract Projects status. number of rooms (*) Rooms by type of hotel
Owned Under
Leased wne Ownﬁd Jv negotiation Pipeline Resort City
4% 42% 53%
Management with
Minority Share Management
9%} + Franchise

(*) There are a further 30 hotels with 7,500 rooms
identified for development beyond 2010
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Main assumptions in Strategic Plan i S ﬂﬂ,{. ;.,,1
2008-2010 ; e 2
B =

¢/ New organizational model.

¢ Brand equity investments and new hotel positioning.
« Deceleration in consumer spending.

«/ Conservative Financial Strategy:
= Rate of exchange USD / EUR 2008-2010: 1.50 10|
= Current Euribor plus higher spreads than current. Forecasted Average Interest Rate 5.5%

¢ Increase solid development based on 42% of contracts already signed.
Assumptions over price index.

s Estimated Consumer Price Index (CPl) average per year:
- European countries average +3.0%
- Rest of the world: +7.0%
= CPI of energy, average per year: +7.5%
= Personnel expenses increase estimated per year
- European countries average +4.2%
- Rest of the world: +8.0%
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Strategic

2010 | CAGR
REVENUES e
EBITDA
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Total Investments

2008-2010:

1,1 Bn Eur -
ROCE:
78 % EAA II:’'ME-I-)l'.IE.*hI!.""fL UNS{EI'IJEMNA BILITY
6%

28% 12

BRAND EQUITY
ROCE:

12%

HOTEL DEVELOPMENT
AND OTHERS
ROCE:

12%
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Cash Flow

Cash in the beginning of period (2008)

CFO_ 884
Capital increase 0
Fund raise requirements 390 o
SOURCE OF FUNDS 1.274
NET Capital Expenditure -809
Dividends ) -100
Debt Amortization -520
USE OF FUNDS -1.429
Cash in the end of the period (2010) 75
NET DEBT 2007 877
NET DEBT 2010 852
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Financial & Return

Ratio Improvements

SM GROUP ROCE

EBITDA / INTEREST

DEBT NET / EBITDA

GROSS ADJUSTED DEBT TO EBITDA (%)
ADJUSTED RCF TO GROSS ADJUSTED DEBT (*)
TOTAL COVERAGE (*)

(*) EBITDA and DEBT ADJUSTED on a LEASE BASIS
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Dividend

Policy

m

¢/ Cash Flow generation devoted to finance capital expenditure during the
2008 — 2010 period.

« Sol Melia is focused on maintaining its financial ratios in a healthy state.
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Sol Melia’s Sensitivity To The Enviroment

Investor concerns after strong punishment...

Breakdown of clients by origin (%) Consumer spending variation
60 T 2000 / 02 2005 / 07 2007 | 09
24 0/ 50 /] e
. '7° mSpain MUSA&Canada 4 /X __ .
N MBrazii M France 304 s / \/—’\/’_’Nﬁ‘ '
B Belgium [ Other 20 4 >‘°~
- WCB M Germany 10+
Mitaly Scandinavia O e o e e e e e o oat
" 1994 1996 1996 1997 1998 1999 2000 2001 2 2003 2004 2005 2006 2007 2008 2009
Mexico (1,00 +
9~ mGermany M Spain EUnited Kingdom m
EUnited States Canada

Period OCDE Consumption Consumer | Sol Melia % RevPAR
(Year n/in+2) spending | growth % variation % | annual variation

evolution

20002002 39% to | 2,2% (170) bps s
20052007 26% to | 2,6% : expected

2007/2009 | 26% to | 2,3% (30) bps
Source; Dresdner Kleinwort. Data for OCDE (February 2008)

HOTEL SUPPLY SLOWING DOWN
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This report is a communication made, or approved for communication by Sol Melia. It is directed exclusively to eligible counterparties
and professional clients. No persons other than an eligible counterparty or a professional client should read or rely on any information
in this report.

This research report is being distributed by Sol Melia, purely as a resource and for general information purposes and only contains
general information; therefore, this report does not take account of the specific circumstances, investment objectives, financial
position or risk profile of any recipient and should not be relied upon as authoritative or taken in substitution for the exercise of
judgement by recipient.

Each recipient should consider the appropriateness of any investment decision having regard to their own circumstances, the full
range of information available and appropriate professional advice. Each recipient should make their own investment decision
regardless of the circumstances mentioned in this report and by obtaining specific specialist advice that may be necessary.

The information and opinions, estimates, projections and recommendations in this report have been drafted by SOL MELIA and are
based on publicly - available information and on sources believed to be reliable and in good faith, but that information has not been
verified independently and no representation or warranty, either express or implied, is made as to their accuracy, completeness
or correctness.

Sol Melia may amend, supplement or updated the contents of this report in such form and in such timescales as Sol Melia deems
appropriate. Sol Melia reserves the right to express different or contrary recommendations and opinions.

This report does not constitute or from part of, and should not be construed as, any other for sale or subscription of, or anyinvitation
to offer to buy or subscribe for, any securities, nor should it or any part of it form the basis of, or be relied on in any connection
with, any contract or commitment whatsoever. Sol Melia accepts no liability whatsoever for any loss or damage arising from any
use of this report or its contents. Investors should bear in mind that past performance or results are no guarantee of future
performance or results. Price of securities or instruments or the results of investments may fluctuate against the investor’s interest
and may even lead to the loss of the initial investment.

This report is for the use of the addressees only, is supplied to you solely in your capacity as an investment professional or
knowledgeable and experienced investor for your information and no part of this document may be (l) copied, reproduced or
duplicated by any form or means, (Il redistributed or (lll) quoted or published, for any purpose, without the prior, written consent
of Sol Melia. Breach of these restrictions may constitute breach of law in the relevant jurisdictions.

Sol Melia may distribute reports such as this in hard copy or electronically.
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