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Values

Customer-centredness | What we at Polar Real Estate mean

by customer-centredness is long-lasting partnerships by which we
promote both the customer’s and our own success in business.

Openness, interaction and expertise are the cornerstones of collaboration.
Dependability | Our services and products correspond to our
promises and to our customers’ expectations. We also accept our

responsibility in case of problems, and we correct our mistakes.

Constant Improvement | We have the courage to question our

working methods, and in order to make progress we are prepared to

adopt new operating models. Together we create an atmosphere

R o
of feedback and self-improvement. . & 'ﬂl“ é

Productivity | We set clear-cut targets for quality and results in

that values the individual, one that fosters creativity, the production

our business operations. By means of common goals and by sharing

responsibility, we maintain the personnel’s commitment and

motivation. Together we get results.
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Assets according to business sector
M€ 365 (2001: M€ 372)

\

@ Investment properties
ME 301.4 (M€ 285.1)
® Investm. properties, provincial
M€ 33.3 (M€ 39.2)
@ Plots in Helsinki Metropolitan Area
ME 11.6 (M€ 16.7)
® Property for Sale
M€ 10.3 (M€ 19.5)
® Other Investments
ME 8.5 (M€ 11.8)

Polar Real Estate in brief

Description of operations

Polar Real Estate Corporation is a stock exchange listed real
estate investment company concentrating on owning, leas-
ing and developing offices and commercial premises. The
main thrust in its operations is on the Helsinki Metropolitan

Area, Tampere and Turku.

Strategic action 2002

® |nvestment properties’ share of the real estate portfolio
grew to 92%.
® Other real estate holdings declined to MEUR 30.
® The financial targets set by the company were
overachieved:
- Equity ratio exceeded the 35% target and rose to 42%.
- Return on equity exceeded the 8% target and rose
to 18%.
- Net rental income exceeded the 9% target and rose to
9.5%
® The company’s cost structure, number of personnel
and expertise correspond to the needs of the main

business sector.

Operative action 2002

® At year-end, the investment properties’ leasable area
totalled 264,000 sq.m. In all, 620 clients operated in the
properties.

® Atotal of 110 new leases were signed for investment
properties, with an annual rent of MEUR 3.3.

® The rental occupancy rate remained favourable and was
roughly 97%.

® Polar Real Estate and Pension Fennia made a letter
of intent for leasing premises to the Stockmann
department store in the planned extension to the Jumbo
shopping centre.

® The main acquisitions of real estate were KOy Plaza Forte
in the Aviapolis district of Vantaa and KOy Nova in Turku
Bio Valley.

® During the year the company invested a total of MEUR 21.0.

® Real estate holdings were sold for MEUR 34.5.

® The company paid off MEUR 39 quasi-equity equity loans.



The future and goals

® The goal of the company’s operations is profitable
growth in the main business sector.

® The new target levels for the financial indicators in
2003 are as follows:
- 40% equity ratio
- 10% return on equity
- 9.5% net rental income.

® Cash flow financing will be used to boost the value of
the company, e.g. through investment. Investment will be
aimed mainly at acquiring existing office properties and
at extensions of company-owned commercial centres.

® The company does not intend to pay a dividend for the

next few years.

Equity ratio,
2001-2002, %
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Key indicators

Return on equity,
2001-2002, %
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Indicators 2002 2001
Turnover, M€ 61.9 68.9
Operative operating margin, M€ 41.7 37.8
Profit before extraordinary items, M€  26.1 15.0
Net profit for financial year, M€ 28.9 25.1
Balance sheet total, M€ 370.3 392.1
Return on equity, % (ROE) 18.5 13.2
Return on investment, % (ROI) 10.2 7.9
Equity ratio, % 421 32.6
Personnel as at 31.12 21 27
Share indicators 2002 2001
Earnings per share, € 0.14 0.08
Equity per share, € 0.86 0.70
Traded share price at year-end, € 0.53 0.36
P/E ratio 4 4
Operative indicators

for investment properties 2002 2001
Investment properties, M€ 334.7 324.3
Net yield of properties, M€ 30.4 29.9
Net yield of properties, % * 9.5 8.9
Rental occupancy rate, % 97.0 96.9

* Calculated on the year-end situation for net rent, less estimated
variable expenses for leasing business.

Net rental income,
2001-2002, %
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Polar Real Estate

Erkka Valkila, President and CEO

BEECA W n 8 s g .

President’s report

Uncertainty prevailed over the economic trend in 2002.
Unimpressive growth figures in the USA and Europe
affected Finland. Although economic growth in Finland
was higher than the EU average, it was less than two

per cent. Prevailing interest rates were at record lows.

Low interest rates as such had a positive effect on capital-
intensive enterprises like real estate investment companies.

As a result of the sluggish economic trend, companies
were cautious in their investments and in expanding their
business. On the market for office premises, this mani-
fested itself in an increase in vacant properties due to a
downturn in demand for space. On the other hand, new
construction of office facilities was scanty, which helped
to stabilise the situation on the rental market. Demand
for business premises balances with supply due to growth
in private consumption and the resultant demand for
commercial space. Rents for office and commercial space
have mostly held steady, but in certain subdivisions they
have fallen.

On the securities market, the real estate investment
sector is still seeking the interest of investors. Companies’
market capitalisations are lower than their net asset values,
and the undervaluation of stocks means less opportunity
to obtain additional capital. In order to attract investors
and to enhance the credibility of the sector, real estate
investment companies have increased the transparency of
their financial information and the openness of their
operations. Work to correct the undervaluation of the
sector must be continued, which requires companies to
have open communications on their strategy and its

implementation.
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Description of the business climate

In the first half of 2002, the Finnish economy went into
cautious growth fuelled by exports and private consump-
tion, and this is expected to gather strength during the
present year. However, a requirement for this is a global
economic recovery in accordance with forecasts. Inflation
has stayed below two per cent and this is forecast to
continue until 2004. Interest rates are low and consumer
purchasing power has grown steadily. Nevertheless, there
is still uncertainty in the economy and there is little
willingness to invest.

The trend on the Finnish market for business premises
has polarised; in some areas the situation has mostly
stayed good, whereas in some other subdivisions of the
market rents have fallen and vacancy rates have increased.
The vacancy rate for office premises has risen to the five
per cent level normal for the sector. Companies are
cautious in expanding their offices. New construction is
scanty, and no new facilities contributing to vacancy rates
will enter the market this year. Demand for commercial
premises has remained good due to steady growth
in purchasing power. Rents for offices and commercial
property are expended to hold steady.

Investors’ net yield requirements have remained
unchanged after an increase in 2001, in spite of the low

interest rate due to the uncertain rental market.

Polar Real Estate
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Polar Real Estate in 2002

Polar Real Estate Corporation is a stock exchange listed
real estate investment company concentrating on owning,
leasing and developing office and commercial properties.
Its main business sector, Investment Properties, is com-
prised of office and commercial properties in the Helsinki
Metropolitan Area, Tampere and Turku. The company’s
growth and investments will be channelled to this business
sector in the future. The other business sectors are
Investment Properties in Provincial Centres, Plots in the
Helsinki Metropolitan Area, Property for Sale, and Other
Investments. The intention is to pull out of these sectors

in accordance with a strategy confirmed for each of them.

The real estate portfolio

The company’s entire real estate portfolio at the end of
2002 amounted to MEUR 365. The proportion of invest-
ment properties has been systematically increased and its
total was MEUR 335 (MEUR 324) or 92% (87%) of the
total for the real estate portfolio. There were 39 (39)
investment properties and their leasable floor area
amounted to 264,000 square metres. There were 169,000
square metres of office properties and 95,000 square
metres of commercial facilities. The gross rental income
from investment properties was MEUR 39.2 (MEUR 40.9)
and the net rental income was MEUR 30.4 (MEUR 29.9),
which gives a 9.5% (8.9%) return on the balance sheet
value. The real estate portfolio in other business areas at
year-end totalled MEUR 30 (MEUR 48), which is MEUR

18 less than at the end of the previous year.

Valuation of the real estate portfolio

The investment properties, which have a balance sheet
value of MEUR 335, were assessed by an authorised
assessor at the end of the year. According to the assessment,
the investment properties’ market value exceeds their
balance sheet value by MEUR 14.

The productivity and solvency
of operations

The profit before extraordinary items in 2002 was MEUR
26.1 (MEUR 15.0). The profit from rental business was
MEUR 13.5 (MEUR 8.2). The combined profits of sales
and other business sectors than investment properties were
MEUR 12.6 (MEUR 6.8). The profit after MEUR 2.8 in
extraordinary items was MEUR 28.9 (MEUR 25.0). Return
on investment rose to 10.2% (7.9%) and return on equity to
18.5% (13.2%). The equity ratio went up to 42.1% (32.6%).

Shareholder value

Polar Real Estate has continued its action to boost its
shareholder value. The company’s goal is profitable growth
with due attention to the targets set for the key indicators.
The company continues to direct its operations

towards its main sector of business. The other business
sectors’ proportion will be reduced and the intention is

to relinquish them in a few years.

The company intends to use cash flow financing
to boost the value of the company, for example, through
investments. Investments will be channelled mainly
to acquiring existing office premises and to extending
commercial centres already owned by the company.

The company has losses of roughly MEUR 300 which
are unused in taxation. The deferred tax credit has not been
posted to the balance sheet. The company intends not
to pay dividend over the next few years. This means that the
company will pay no income tax in the next few years.

When the prohibition on the payment of dividend due
to the reduction in the share capital has expired in 2004,
Polar Real Estate intends to buy back company shares,

market conditions permitting.

Targets for key indicators

The targets for key indicators were revised and the new
targets are:

- 40% for equity ratio

- 10% for return on equity

- 9.5% for net rental income.

Polar Real Estate
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Operating methods

Leasing

Leasing strategies have been drawn up for each investment
property, specifying objectives for the desired business idea,
level of rent and length of lease. This guides practical action at
the single property level and reduces the risks associated with
leasing business. Premises are leased in the form of collabora-

tion between Polar personnel and longtime agency partners.

Management of buildings

Servicing and maintenance of real estate is aimed at enhanc-
ing the value of our investment properties. Upkeep invest-
ments are made in accordance with a long-term investment
plan, and they are mainly timed to coincide with major lessee
alterations. Investments are planned and carried out and

the main services related to management of buildings are
provided together with established, skilled partners. The
Model Contract for Management of Buildings which we use
is a successful system for streamlining the maintenance of our

properties, for setting maintenance targets, for measuring the

Polar Real Estate

Real estate holding company KOy Pakkalan Kartanonkoski 3

success of the work, and for enhancing customer satisfaction.

Investments

Polar Real Estate’s investments and acquisitions are targeted
on the Investment Properties business sector. The main
investment prospects are existing properties with develop-
ment potential for which added value is achievable through
our own development and leasing activities. Investments in
new construction concern Polar-owned plots and extensions
of Polar’s existing properties. Investments have to attain the

set target of 9.5% for net rental income.

Sales

The real estate of the Investment Properties business sector is
intended to be held for a long period of time. Properties may
be sold to enhance the structure of the investment portfolio
according to the state of the market. The intention is to pull
out of the other business sectors in the next few years, in

accordance with the strategy confirmed for each of them.



NET PROFIT PER BUSINESS SECTOR, M€
Investment Investment Plots in Property Other Total
properties | properties in | Helsinki Met- for Sale Investments
Provincial | ropolitan area
centres

Year 2002
... Salesofproperty ol o U STho 871 ... 163 1 A 34.5
o Turnover L 3370 561 ALl 09| A4l 62.0
| Operating margin | .70 261 SULo 620 AL 417 ..
... Depreciation SN DURR 071 001 ... 001 ... 020 5.0 ..
L Writedowns o DU N T o DU o R o T
. Operating profic | 070 Ol Sl 621 A0l 368
.. Profic before extraord. items | 1204 09 1 ... 421 SAl 36(. ... 261
.. Effecton salesonincome | o L S N A,

Profit from rental business 12.0 1.5

Year 2001
. Salesofproperty | 4181 671 401 720 AL 612
o Turnover 3520 S71 4ario 1810 8.8 68.9
. Operatingmargin | 2900 3.2 061 461 LS 378
R Depreciation | A0 081 0.0 RO O 5.0
o Writedowns L . | P LN o DR a2 2.3
. Operatingprofic | 2401 231 061 341 AL 305
. Profit before extraord. items | 1o 0.9 240 240 [ 15.0
. Effectonsales onincome | ST 0.0 oo

Profit from rental business 7.3 0.9

Business sectors

Investment Properties

The investment properties are office and commercial
facilities in the Helsinki Metropolitan Area and in central
Tampere and Turku. There are 25 properties in the Helsinki
Metropolitan Area and a total of three in Tampere and
Turku. Three more properties were acquired in 2002. The
business premises have an area of 206,000 square metres,
including 150,000 square metres of office premises and
56,000 square metres of commercial facilities. The proper-
ties’ balance sheet value totals MEUR 301.4 (MEUR
285.1) net of debt. The business sector’s net profit on
rental business was MEUR 12.0 (MEUR 7.3) and the
overall profit was MEUR 12.0 (MEUR 13.0).

Leasing

Net rental income was MEUR 26.7 (MEUR 25.2), which
gives a 9.3% (8.8%) return on the properties’ balance sheet
value. The properties’ rental occupancy rate at year-end

was 99.0% and the financial rental occupancy rate was

99.1%. The financial rental occupancy rate describes the rent
obtained for the premises as a percentage of the combined
total for the rent on the leased area plus the estimated rent
for the vacant area.

The number of new leases signed was 58 plus 27
extensions for a total of 19,700 square metres of premises.
Among the major leases signed during the year were leases
signed with Genera Oy for roughly 1,400 square metres
of office space and with Peek Traffic Oy for roughly 1,100
square metres of office space in the property KOy Niittylan-
polku 16 in Espoo, a lease signed with Asoasunnot Oy
for 700 square metres of premises in the building owned by
KOy Satomalmi in Helsinki, and a contract with Roche Oy
for 570 square metres of premises in the building owned
by KOy Sinimaentie 10 in Espoo. An extension lease was
signed with Manhattan Steak House for 390 square metres
of commercial space in the Tampereen Koskikeskus mall

in Tampere.

Polar Real Estate
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Investments and acquisitions

In the first quarter of 2002, 340 square metres of office
premises was acquired in the building owned by KOy Sato-
malmi in Helsinki. Polar Real Estates’ holding in this
property rose to 88% and 4,080 square metres.

During the second quarter, the property holding com-
pany KOy Nova, which owns a building with 1,753 square
metres of net leasable area, was acquired from Turku Bio
Valley Ltd. These premises have been leased to Novatreat
Oy. The property is in Turku’s Bio Valley district, which
provides high-quality offices and product development
premises for biotech companies.

During the third quarter, 207 square metres of office
space was acquired in a building in Helsinki owned by
KOy Pasilanraitio 5, in which Polar Real Estate’s holding
rose to 80%. In connection with the sale of the holding in
Suomen Kiinteistokehitys SKK Oy, the property holding
company KOy Teerikukonkuja 5 with its 4,000 square
metre office and warehouse property in the Helsinki
district of Malmi was acquired; the property has been

leased out to Maersk Logistics Finland Oy.

Polar Real Estate

At the end of the year, Polar Real Estate purchased
the property holding company KOy Plaza Forte from NCC
Finland Oy. The company has an office building in the
Aviapolis district of Vantaa, completed in summer 2002,
with 6,069 square metres of space. The building’s rental
occupancy rate was approximately 70% at year-end.

Investments and acquisitions in the Investment Proper-
ties business sector totalled MEUR 20.0 (MEUR 15.0).

Development projects
The planning for an extension project at the Kauppakeskus
Jumbo shopping centre in Vantaa got underway in the
beginning of 2002. The extension project is valued at
roughly MEUR 80, of which Polar Real Estate’s share is
60%. Phase Il of Jumbo will have an area of some 30,000
square metres. After the extension is completed the
shopping centre will have an area of roughly 85,000 square
metres and 3,600 parking spaces.

In August 2002 a letter of intent was signed for leasing
11,000 square metres of facilities in Jumbo Il to the Stock-

mann department store. The final investment decision



Investment properties
Rental occupancy rate
1998-2002, %
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Investment properties
Net rental income
1998-2002, M€
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Investment properties
Net rental income
1998-2002, %
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Accumulated rental income, less
variable expenses attributable to
leasing business.

Net rents as at year-end, less
variable expenses attributable to
leasing business.

INVESTMENT PROPERTIES AND INVESTMENT PROPERTIES IN PROVINCIAL CENTRES PROPERTIES,
KEY INDICATORS, 1 JANUARY

Book Net leasible Rental Net Net

value area | occupancy rents yield,

M€ % sq. m. rate, % M€ *) % %

Office premises 193.4 64 150,202 97.2 17.6 62 9.1
Commercial premises 108.0 36 55,830 100.0 10.6 38 9.8
Investment Properties, total 301.4 100 206,032 98.0 28.2 100 9.4
Office premises 8.7 26 19,019 80.2 1.0 27 10.9
Commercial premises 24.5 74 38,908 92.4 2.6 73 10.7
Investment Properties
in Provincial Centres, total 33.3 100 57,927 88.4 3.6 100 10.7
Office premises 202.1 60 169,221 95.3 18.6 58 9.2
Commercial premises 132.5 40 94,738 96.9 13.2 42 10.0
All Investment Properties, total 334.7 100 263,959 95.9 31.8 100 9.5
*) Calculated on net rents as per year-end, less variable expences allocated to rental business.

Polar Real Estate 13
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Polar Real Estate

on the project will be made in 2003, making the estimated

completion date for the extension 2005.

Sales
Investment Properties did not effect any sales during the

period under review.

Investment Properties in Provincial Centres

Investment Properties in Provincial Centres are comprised
of office and commercial facilities in provincial centres,
with a combined total of 58,000 square metres of area.
The number of properties is eleven. During the year,
three properties were sold. The balance sheet value of the
properties net of debt is MEUR 33.3 (MEUR 39.2).

The net profit from rental business was MEUR 1.5
(MEUR 0.9) and the effect of sales on earnings was MEUR
-0.6 (MEUR 0.0). The business sector’s overall net profit
was MEUR 0.9 (MEUR 0.9).

Net rental income was MEUR 3.7 (MEUR 4.0), which
gives a 10.3% (10.1%) yield on the balance sheet value.
The rental occupancy rate of the premises at year-end was

88.4% and the financial rental occupancy rate was 91.8%.



INVESTMENT PROPERTIES

Net leasable

Holding, % Location area, sq. m. Book value, M€
Investment Properties
Office premises
Vallila companies " 100 Helsinki 34,798 42.9
KOy Vilhonkatu 5 100 Helsinki 5,766 15.3
Munkkiniemen liiketalo 100 Helsinki 6,706 12.3
KOy Sorndisten Rantatie 25 100 Helsinki 6,465 9.3
KOy Kutomotie 6 100 Helsinki 7,697 6.6
KOy Pasilanraitio 5 80 Helsinki 5,787 6.2
KOy Vuorikatu 20 100 Helsinki 6,740 5.9
KOy Vanha Talvitie 11 100 Helsinki 6,667 5.5
KOy Satomalmi 88 Helsinki 4,081 4.1
KOy Malmin Kauppatie 8 100 Helsinki 4,739 3.5
KOy Kornetintie 6 100 Helsinki 3,265 3.5
KOy Teerikukonkuja 5 100 Helsinki 4,090 2.2
KOy Niittylanpolku 16 100 Helsinki 2,950 2.2
Kamppi Parkki Oy Helsinki 0.5
KOy Tapiontuuli 100 Espoo 6,940 10.2
KOy Sinimaentie 10 77 Espoo 9,702 9.7
KOy Kilon Helmi 100 Espoo 3,757 6.8
KOy Kilon Timantti 100 Espoo 4,035 6.6
KOy Scifin Alfa 100 Espoo 5,326 5.9
KOy Lastupolku 100 Espoo 1,199 1.0
KOy Plaza Forte 100 Vantaa 6,069 13.9
KOy Pakkalan Kartanonkoski 3 100 Vantaa 7,755 10.3
KOy Pakkalan Kartanonkoski 12 100 Vantaa 3,311 6.3
KOy Nova 100 Turku 2,358 2.7
Office premises, total 150,202 193.4
Commercial premises
KOy Vantaanportin Liikekeskus 21 Vantaa 11,515 19.9
KOy Sisustaja 100 Vantaa 15,866 15.8
Tampereen Koskikeskus 60 Tampere 17,438 45.2
KOy Kivikukkaro 100 Turku 11,011 27.0
Commercial premises, total 55,830 108.0
Investment Properties, total 206,032 301.4
Investment Properties in Provincial Centres
Office premises
KOy F-Medi 22 Tampere 2,826 33
KOy Pitkansillankatu 1-3 100 Kokkola 6,740 2.6
KOy Kuopion Satama 4 100 Kuopio 5,761 1.4
KOy Turun Kalevantie 25 100 Turku 2,735 0.8
KOy Jarvenpdin Helsinginportti 100 Jarvenpaa 957 0.7
Office premises, total 19,019 8.7
Commercial premises
Seindjoen Torikeskus " 93 Seingjoki 11,698 7.3
KOy Hollolan Ostospaikka 100 Hollola 5,442 6.3
Valkeakosken Koskikara " 55 Valkeakoski 5,898 4.9
KOy Lentdjantie 17-19 100 Lappeenranta 7,600 33
KOy Jamsan Forum 54 Jamsa 2,665 1.6
KOy Viinikan Kauppakeskus 100 Tampere 5,605 1.1
Commercial premises, total 38,908 24.5
Investment Properties in Provincial Centres, total 57,927 33.3
Investment Properties, total 263,959 334.7

" Holdings in more than one real estate company

Polar Real Estate
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A total of 25 new leases and extensions were signed
for 4,400 square metres of premises. Among the major
leases were in Seindjoen Torikeskus shopping centre with
Jysk Oy for 1,170 square metres and with Geracap Oy
for 650 square metres of commercial facilities.

Sales during the year were 2,266 square metres of
office and commercial premises in Jyvaskylan Vdinonkeskus,
a 3,600 square metre commercial property held by KOy
Hatanpdin Valtatie 44 in Tampere, and a commercial
property 2,665 square metres in area held by KOy Hollolan
Liikekeskus. Sales amounted to MEUR 5.0.

16 Polar Real Estate

Plots in the Helsinki Metropolitan Area
Plots in the Helsinki Metropolitan Area consist of tracts
intended for office buildings and residential construction.
The office plots, which have a combined permitted build-
ing volume of roughly 60,000 square metres of floor area,
are in Vantaa and Espoo. The intention is to use them
for new investments or to sell them. The tracts of land
intended for residential construction are in the Sarfvik
district of Kirkkonummi and the Hista district of Espoo.
It is intended to sell them after progress has been made
in zoning.

Plots were sold in 2002 for a total of MEUR 8.7.
The main sales were areas intended for residential
construction in the Kaivoksela district of Vantaa and the
Malmi district of Helsinki as well as an office plot in
the Vantaanportti district. The business sector’s net profit
was MEUR 4.2 (MEUR -2.4).

The balance sheet value of the plots was MEUR 11.6
(MEUR 16.7) at year-end.



PLOTS IN THE HELSINKI METROPOLITAN AREA
Location | Permitted Book
building | value
volume, M€
sq. m.
floor area
Business plots
Commercial building plots
KOy Kalustaja, Varisto Vantaa 9,650 3.8
Jumbo extension Vantaa 18,000 2.2
Office building plots
Vantaanportti
business park Vantaa 17,800 0.7
Property for Sale Kilo district* Espoo 17,100 2.6
The Property for Sale business sector encompasses busi- Total 9.3
ness premises, plots and other holdings outside the Helsin- *Partly scheduled for zoning
ki Metropolitan Area. Assets were sold during the financial Area, | Book
year for MEUR 13. The business sector’s net profit was ha | value
MEUR 5.4 (MEUR 2.4). The balance sheet value of Proper- 4 | M€
Residential
ty for Sale totalled MEUR 10.3 (MEUR 19.5) at year-end. .
contstruction
areas due for zoning
Other Investments Hista ~ Espoo 102.0 1.1
, Sarfvik Kirkkonummi 14.1 0.4
The company’s Other Investments amount to MEUR 8.5 Others 0.8
(MEUR 11.8). The MEUR 1.7 of investments in Finland Total 2.3
includes, for example, a one per cent shareholding in the . Lo
. . . : Plots in the Helsinki
real estate investment company Citycon Oyj. During 2002 Metropolitan Area
the company sold its 50% shareholding in Suomen Kiinteis- total, M€ 11.6
tokehitys SKK Oy. The balance sheet value of foreign
investments is MEUR 6.8. A transaction entered into at the
end of the year entailed the sale from foreign investments PROPERTY FOR SALE
of companies with holdings in Cyprus. The business
, Book value, M€
sector’s net profit was MEUR 3.6 (MEUR 1.1). Business premises 51
Plots 4.1
Other property 1.0
Total 10.3

Polar Real Estate 17
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Customers

Polar Real Estate has 620 customers in its properties and
it has 860 lease agreements. Currently valid leases were
valued at the end of 2002 at MEUR 5.7 and at the end of
2003 at MEUR 5.2. Among the major customers are
Segafredo Zanetti Finland Oy, SOK Corporation, Espoo
tax office, the Research Institute for the Languages of
Finland, Oy Radiolinja Ab, Elisa Solutions Oy, Sonera Cor-
poration, Kesko Corporation, Seppédla Oy and Lindex Oy.
The biggest customer’s share of annual rental income is
18% and that of the five biggest is 35%. The biggest single
lease agreement accounts for 6% and the five biggest lease
agreements for 25% of rental income. The customer
structure is balanced in terms of the business segment

spread.

Customer satisfaction

A cornerstone of long-term, profitable real estate invest-
ment business is the customers’ satisfaction with both
their business premises and the lessor. Business premises

that optimally serve the customer’s wishes and needs are

Polar Real Estate

. %

Shopping centre Jumbo

in the interest of both the customer and the lessor.

Open communication and constant interaction with our

customers are important elements with which we can

find the right solutions for our customers’ changing needs.

The rental occupancy rate in our properties remained

high in 2002, although there was a general rise in vacancy

rates for properties at the same time. This is a sign of our

customers’ satisfaction with our premises and our expertise.
We have surveyed our customers’ satisfaction for sev-

eral years by means of special polls. In the survey carried

out by the Finnish Institute for Real Estate Economics

in 2002, the response rate was 80%, and the results of the

survey proved our customers’ confidence in us and that

satisfaction with our expertise has remained strong. The

feedback from the survey was valuable for the improve-

ment of our operations. It is a challenge to maintain our

customers’ confidence and further to improve customer

service.



Breakdown of investment properties’
customers 31.12.2002, office premises

@ Service companies 20%

® |ndustrials 21%

® Communication and electronics 23%
® Public sector 19%

® Wholesale and retail 17% @ Others 4%

® Central wholesalers 41% 2
® Retail chains 31%

® Other commercial companies 19%
® Public sector 5%

Breakdown of investment properties’ End of leases on
customers 31.12.2002, commercial
premises

'

investment properties
(M€ 39.6%)

1

0
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Environmental work

In environmental work, the theme for 2002 was optimisa-
tion of buildings’ energy consumption. The energy con-
sumption of all our properties can be monitored in real
time, so any problems can be detected and corrected fast.
With our signing of the real estate and construction
industry’s energy conservation agreement KRESS, our goal
has been to keep energy consumption below the average
for the other contracting parties. In connection with this
aim, we initiated energy reviews during the period under
review. Half of our properties were reviewed by the end of
2002 and the work continues in such a way that all our
investment properties will have been reviewed by the end
of this year. The first energy conservation investments were

carried out at the end of the financial year.

Environmental policy

The objective of Polar Real Estate Corporation's environ-
mental policy is to work in partnership with our customers
in accordance with the principles of sustainable develop-

ment. When making decisions on building maintenance

*End of annualised rental income.

and construction management, Polar Real Estate Corpora-
tion takes health and environmental effects into account in

addition to economic, technical and operational factors.

At Polar Real Estate Corporation, the aim of our work for
the environment is to provide the customers with a healthy
and efficient working environment while using natural
resources sparingly. To this end:

1. We commit ourselves to conforming to the norms
established for environmental protection and we antici-
pate any amendments to legislation.

2. We reduce the relative consumption of energy and
water, prevent pollution of the environment and prom-
ote recycling.

3. We commit ourselves to working for the environment,
and also help our customers and contractual partners
to alleviate their harmful effects on the environment.

4. We emphasise energy efficiency and economy through-
out the life cycle when erecting new and renovating

old buildings.

Polar Real Estate
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List of buildings, Investment Properties in Provincial Centres
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Annual report by the Board 1.1. - 31.12.2002

Polar Real Estate Corporation is a
stock exchange listed real estate
investment company concentrating
on owning, leasing and developing
office and commercial properties. Its
main business sector, Investment
Properties, is comprised of office and
commercial properties in the Helsinki
Metropolitan Area, Tampere and
Turku. The company’s growth and
investments will be channelled to this
business sector in the future. The
other business sectors are Investment
Properties in Provincial Centres, Plots
in the Helsinki Metropolitan Area,
Property for Sale and Other Invest-
ments. The intention is to pull out of
these sectors in accordance with a

strategy confirmed for each of them.

Turnover, profitability and financial
position

The Polar Real Estate Group’s turno-
ver was MEUR 61.9 (MEUR 68.9), of
which rental income accounted for
MEUR 43.3 (MEUR 43.7). Operating
margin was MEUR 41.7 (MEUR
37.8). Operating profit was MEUR
36.8 (MEUR 30.5), profit after
financing items was MEUR 26.1
(MEUR 15.0), and the overall profit
for the financial year was MEUR 28.9
(MEUR 25.1). A total of MEUR 2.8
in reduction in rental liabilities and
terminated reserves was booked as
extraordinary income.

Earnings per share were EUR
0.14 (EUR 0.08). Equity per share
was EUR 0.86 (EUR 0.70). The equi-
ty ratio was 42.1% (32.6%). Return
on investment was 10.2% (7.9%) and
return on equity was 18.5% (13.2%).

The combined net rental income
of Investment Properties and Invest-
ment Properties in Provincial Centres
in 2002 was MEUR 30.4 (MEUR
29.9), which gives a 9.5% (8.9%)
yield for the real estate portfolio. The
Group’s investments and purchases

during the period under review

Polar Real Estate

totalled MEUR 21.0 (MEUR 15.0)
and sales totalled MEUR 34.5 (MEUR
59.9).

Business sectors

Investment Properties

The investment properties are office
and commercial facilities in the Hel-
sinki Metropolitan Area and in central
Tampere and Turku. There are 25
properties in the Helsinki Metropoli-
tan Area and a total of three in Tam-
pere and Turku. Three more proper-
ties were acquired in 2002. The busi-
ness premises have an area of
206,000 square metres, including
150,000 square metres of office pre-
mises and 56,000 square metres of
commercial facilities. The properties’
balance sheet value totals MEUR
301.4 (MEUR 285.1) net of debt.

The business sector’s net profit on
rental business was MEUR 12.0
(MEUR 7.3) and the overall profit
was MEUR 12.0 (MEUR 13.0). Net
rental income was MEUR 26.7
(MEUR 25.2). Investments and acquisi-
tions in the business sector amounted
to MEUR 20.0 (MEUR 15.0). Invest-
ment Properties did not effect any sales

during the period under review.

Investment Properties in
Provincial Centres
Investment Properties in Provincial
Centres are comprised of office and
commercial facilities in provincial
centres, with a combined total of
58,000 square metres of area. The
balance sheet value of the properties net
of debt is MEUR 33.3 (MEUR 39.2).
The net profit from rental busi-
ness was MEUR 1.5 (MEUR 0.9) and
the effect of sales on earnings was
MEUR -0.6 (MEUR 0.0). The business
sector’s overall net profit was MEUR
0.9 (MEUR 0.9). Net rental income
was MEUR 3.7 (MEUR 4.0).

Plots in the Helsinki

Metropolitan Area

Plots in the Helsinki Metropolitan
Area consist of tracts intended for
office buildings and residential
construction. The balance sheet value
of the plots was MEUR 11.6 (MEUR
16.7) at year-end. Plots were sold

in 2002 for a total of MEUR 8.7.
The business sector’s net profit was
MEUR 4.2 (MEUR -2.4).

Property for Sale

The Property for Sale business sector
encompasses business premises,
plots and other holdings outside the
Helsinki Metropolitan Area. The
balance sheet value of Property

for Sale totalled MEUR 10.3 (MEUR
19.5) at year-end. Assets were sold
during the financial year for MEUR
13. The business sector’s net

profit was MEUR 5.4 (MEUR 2.4).

Other Investments

The company’s Other Investments
amount to MEUR 8.5 (MEUR 11.8),
of which MEUR 1.7 consists of
investments in Finland and MEUR
6.8 is investments in other countries.
The business sector’s net profit was
MEUR 3.6 (MEUR 1.1).

Financing

During the first quarter of the year,
Polar Real Estate paid off MEUR 38.8
of quasi-equity equity loans. The
interest-bearing liabilities on the
consolidated balance sheet at year-end
were MEUR 200.0 (MEUR 229.9).
The company is also liable for approx-
imately MEUR 3.9 (MEUR 4.0) of
loans to non-consolidated real estate
holding companies included in invent-
ories and partly owned by Polar.

The Group’s liquid assets at year-
end were MEUR 2.0 (MEUR 6.3).
Net financing expenses were MEUR
-10.7 (MEUR -15.5).

Of the Group’s loans at year-end,
MEUR 22.5 was at fixed interest



rates or pegged to five-year interest
rates. During the year, MEUR 30.0
was hedged till the end of 2003 with
interest rate derivatives and MEUR
70.0 was hedged with interest rate

ceiling and floor derivatives.

Obligatory reserves

Obligatory reserves in the consoli-
dated balance sheet total MEUR 8.2
(MEUR 17.4), of which rental liabili-
ties of property holding company
Lahden Hansa lasting until 2012
account for MEUR 3.6 (MEUR 7.5).
The other rental liabilities terminated
in the course of 2002. The liabilities
of the construction business sold in
1998, which will last until 2008, are
the subject of a MEUR 2.9 reserve
(MEUR 3.5).

A suit is pending against the
company which is related to the stat-
utory restructuring programme
which ended on 31 December 2001.
It is believed that this will not require

an obligatory reserve.

Share capital

Polar Real Estate Corporation has
180,057,224 shares with a par value
of EUR 0.20 and its share capital is
EUR 36,011,444.80.

Shares and shareholders
In the course of 2002, a total of 31,0
million Polar Real Estate Corporation
shares were traded, which corres-
ponds to 17.2% of the issued stock.
The year’s lowest traded price was
EUR 0.36 and the highest was EUR
0.58. The closing price at year-end
was EUR 0.53 and the market capital-
isation at year-end was MEUR 95.4.
According to the register of
industry insiders on 30 December
2002, the members of the Board of
Directors and the Management Com-
mittee, as well as those under their
control, held a total of 202,240 shares.
The company complies with HEX

regulations on insider trading. The

company held 139,931 of its own
shares. At year-end, Polar Real Estate
had a total of 4,956 shareholders.

Board of Directors and auditors
The annual general meeting of 5
March 2002 confirmed the number
of the members of the Board of
Directors to be six. At the end of his
term in office, Kari Heinistd was re-
elected for another three-year term.
After Helena Walldén announced her
intention to resign from the Board,
Ari Heinid, Varatuomari (Finnish
title), was elected in her place for
a three-year term. The continuing
memberships of the Board of
Directors are held by Jan-Henrik Kulp
(term in office ends in 2003), Jukka
Salminen (2004), Jorma Laakkonen
(2004) and Raimo Lind (2003).

The Board of Directors elected
from among its members Jan-Henrik
Kulp as chairman and Jukka Salmi-
nen as deputy chairman.

The auditor elected was Risto
Laitinen, M.Sc. (Econ.), APA, with
the accounting firm SVH Pricewater-

houseCoopers Oy as deputy auditor.

Management and personnel

The President and CEO of the Group
is Erkka Valkila and Risto Varpula
serves as Executive Vice President.
Valkila is to leave his post on 15
March 2003 to become President

of Sato Corporation. The average
number of personnel for the year was
24 (34) and at year-end the Group
had 21 (27) employees. The salaries
paid by the Group totalled MEUR
1.8 (MEUR 2.2), of which the sala-
ries and emoluments of the Board of
Directors and the President ac-
counted for MEUR 0.3 (MEUR 0.3).

Management share options

The company’s Board of Directors
has agreed to replace share options
to be issued to the management on

the basis of an authorisation given by

the annual general meeting with an
incentive bonus system. The options
conferred entitlement to subscribe
for a total of 5.7 million shares.
From the viewpoint of the recipient,
the financial effects of the arrange-

ment are unchanged.

Authorisations

The annual general meeting of 5
March 2002 authorised the Board of
Directors to decide on buying back
company shares and on an issue of
shares. The authorisations have not

been exercised.

Outlook for the future

The rental occupancy rate for invest-
ment properties is forecast to hold
steady at the 2002 level. The profit
from rental business and the net ren-
tal income percentage are forecast to
improve. It is intended to increase
the number and proportion of invest-
ment properties further. Now that
property for sale has been reduced,
both the quantity of sales and the
profit from them are expected to

decline relative to the previous year.

Payment of dividend

Because of the reduction in the share
capital effected in 2001, payment of
dividend on the profits for the year
2002 is subject to a permit under the
Companies Act. The Board will pro-
pose to the annual general meeting
that no dividend be paid for 2002.

The Board’s proposal for an
authorisation to issue shares

The Board of Directors propose that
the annual general meeting authorise
the Board to decide on a share issue
in which a maximum of 36 million
new shares with a par value of EUR
0.20 each may be issued. The share
capital may be raised on the basis of
the authorisation by a maximum of’
MEUR 7.2.

Polar Real Estate
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Supplementary information on the financial statements

ACCOUNTING CONVENTIONS OF THE CONSOLIDATED FINANCIAL STATEMENTS

Scope of the consolidated financial
statements

The consolidated financial statements
cover, in addition to Polar Real Estate
Corporation, those companies included
in non-current assets in which the parent
company holds shares conferring entitle-
ment, directly or indirectly, to more than
50% of the voting rights. For mutual real
estate companies in which the holding

is more than 50%, the consolidated
financial statements include a proportion
of the real estate company’s assets and
debts matching the Group’s entitlement
to the company. The subsidiaries related
to international business are consolidated
by the equity method. Companies are
consolidated as associated companies
when the proportion of voting rights held
by Group companies is no less than

20% and no more than 50%.

Conventions of consolidation
Mutual receivables and debts between
the Group companies included in the
consolidated financial statements have
been eliminated, as have intra-Group
transactions, unrealised internal margins
and intra-Group dividends. Cross-owner-
ship of shares is eliminated by the acquisi-
tion cost method. When the acquisition
cost of the shares was greater than the
shareholders’ equity of the subsidiary
on the acquisition date, the difference
has been treated as Group goodwill.
The Group goodwill is allocated to those
of the Group company’s asset and debt
items from which the Group goodwill
is deemed to derive. Group goodwill allo-
cated to non-current assets is depreciated
in accordance with the depreciation plan
for the assets in question.

The associated companies are consoli-
dated by the equity method. The share
in the profits of associated companies
is given as a separate item in the profit
and loss account before other income
from business operations.

Changes in the Group structure

During the financial year, the entire issued
stock of KOy Nova, KOy Teerikukko and
KOy Plaza Forte companies was acquired
by the Group. OK-Maanrakennus Oy,
KOy Hagstrominkulma and Espoon
Sosiaalinen Asuntotuotanto Oy were
liquidated and Py-Investointi Oy and

KOy Helsingin Kansakoulukatu 3 were
amalgamated with the parent company.
During the financial year, KOy Hatanpaan
Valtatie 44, Koy Jyvéskyldn Vainonkeskus
and KOy Hollolan Liikekeskus left the
Group through sales. KOy Vantaanportin
Liiketilat was added to the consolidation
during the financial year.

Comparability with the previous year
There have been no substantial changes
in the business of the Group and

the parent company. There have been no
changes in the accounting conventions
of the financial statements compared
with the previous financial year. Contrary
to previous practice, the shares in the
parent company held by the Group have
not been booked as assets in the balance
sheet.

Principles of income-recognition

In the calculation of the turnover, indirect
sales taxes and other sales adjustment
items have been deducted from sales
revenue. Rents have been recognised as
income in turnover on an accruals basis.
Sales have been income-recognised in
connection with handover.

Other income from business operations
Other income from business operations
includes sales margins on non-current
assets, etc.

Personnel pension coverage and
pension expenses

Pension expenses are booked as expenses
on an accruals basis. Pension cover,
together with any additional benefits,
has been insured with pension insurance
companies.

Income taxes

Tax for the financial year and previous
years is booked on an accruals basis
in taxes in the profit and loss account.

Deferred tax liabilities and credits

The deferred tax liability has been calcula-
ted on accumulated appropriations.

The deferred tax credit resulting from

the parent company’s confirmed losses
and obligatory reserves has, in accor-
dance with the principle of prudence,
been booked in the amount correspon-
ding to the tax liability.

Principles of valuation and matching
Fixed assets and investments

The balance sheet values of fixed assets
are based on the original acquisition
cost less planned depreciation and actual
write-downs. The valuation takes into
account information available on the
market and the rate of income to be
derived from the items.

Planned depreciation is calculated on the
basis of the estimated economic life as
follows:

Other long-term expenditure
Buildings
Machinery and equipment

The difference in the accounts between
total actual depreciation and planned
depreciation is given in the separate
company’s profit and loss account
appropriations and the accumulated
depreciation difference is given in the
accumulated appropriations on the liabi-
lities and shareholders’ equity side of
the balance sheet.

Expenditure on repairs and renovations
Items which improve the standard of a
building have been posted to capitalised
expenditure on renovation and additional
construction.

The annual repair and maintenance
expenditure posted to maintenance
expenses is expenses with which the buil-
ding is kept up to its previous standard.

Inventories

Inventories are valued at the direct acqui-
sition cost or probable disposal price,
whichever is the lower.

Financial assets

Cash and short-term trade receivables
and notes receivable are given at the
acquisition price or at the market price
if lower.

Receivables and debts in foreign currency
Receivables and debts denominated in
foreign currency have been valued at the
European Central Bank’s average rates
on the last day of the financial year.

All exchange rate differences have been
credited or charged to financing income
and expenses.

Derivative instruments
The Group uses interest rate derivatives
as a hedge against interest rate risks.
Derivatives are not used in a trading
capacity. The derivative instruments used
are interest options, which are used to
hedge against major changes in market
interest rates. Premiums paid on the
options purchased and premiums obtai-
ned on options set, together with the
changes in the value of these, are
matched over the validity period of the
hedged item and booked net in financing
income and expenses.

The market value of interest rate
options is determined on the basis of
calculations by non-Polar parties.

3 - 10 years straight-line depreciation
1.5% residual value depreciation
5.0% - 25% of residual value/of acquisition cost.

Polar Real Estate
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Administration

Members of the Board of Directors

The administration of Polar Real Estate Corporation is per-
formed in compliance with the Companies Act and with the
recommendations for the administration of public companies
published in 1997 by the Central Chamber of Commerce and
the Confederation of Finnish Industry and Employers.

Annual general meeting

The annual general meeting adopts the profit and loss
account and the balance sheet and passes resolutions on
matters including the election of members of the Board of
Directors and auditors, the payment of dividend, and
amendments to the articles of association. The annual
general meeting of Polar Real Estate is held each year by
the end of June.

The Board of Directors
The annual general meeting elects 5 - 8 members to the
Board of Directors, who elect from among their number a

chairman and deputy chairman. The term of office of a

Polar Real Estate

member of the Board ends at the closing of the third annual
general meeting following the election. No employees of
Polar Real Estate are members of the Board of Directors.
The Board usually convenes once a month. In the course of
2002, the Board of Directors convened on 18 occasions.
The Board of Directors supervise Polar Real Estate’s
operations and administration, and they decide on import-
ant matters concerning strategy, investment, organisation
and financing. The Board of Directors are responsible for
the company’s administration and proper arrangement of
its business, and they take care that the company’s matters
are managed in accordance with the law, the articles
of association, and the instructions and resolutions of the

annual general meeting.

The President and CEO
The Board of Directors appoint the President and his depu-
ty and decide on the terms of their service. The President

manages the company’s business and day-to-day admin-



Members of the Management Committee

istration in accordance with the Board of Directors’
instructions. The legality of the company’s accounts and
its asset management are the responsibility of the Presi-
dent. Erkka Valkila has served as the Group’s President and
CEO and Risto Varpula as its Executive Vice President since
1 January 1999. Valkila will leave his post on 15 March

2003 to become President of Sato Corporation.

Management Committee

The main tasks of the Management Committee are to
carry out the decisions of the company’s Board of
Directors, to develop its operations and to prepare deci-
sions for discussion by the Board. Polar Real Estate’s

Management Committee convenes once a week.

Salaries and emoluments
The annual general meeting confirms the emoluments of
the Board of Directors for one year in advance and the

Board of Directors confirm the President’s salary and other

perquisites. The salaries, emoluments and perquisites paid
to the members of the Board of Directors and the Presi-
dent in 2002 were MEUR 0.3.

Insider dealing

Polar Real Estate Corporation has adopted the rules of the
Helsinki Exchanges on insider dealings which came into
force on 1 March 2000. The company’s statutory sphere of
insiders comprises the members of the Board of Directors,
the President and the auditors. The company’s specified
insiders include all personnel. The personnel have been
notified of insider matters.

According to the insider register of 30 December 2002,
the members of the Board of Directors and the Manage-
ment Committee plus those under their orders, together
with Polar Real Estate personnel, together held a total of
221,004 shares.
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Information for shareholders

Annual general meeting

The annual general meeting of Polar Real Estate
Corporation will be held on Tuesday, 4 March 2003,
starting at 5 p.m. at Scandic Marina Congress Center,
Katajanokanlaituri 6, FIN-00160 Helsinki, Finland.

Shareholders have the right to attend the AGM if they have
been registered as a shareholder no later than 21 February
2003 in Polar Real Estate Corporation’s register of members

maintained by the Finnish Central Securities Depository Ltd.

Shareholders wishing to attend the annual general meeting
must enrol no later than 3 p.m. on 3 March 2003, as follows:
- through the company’s website at www.polarkiinteistot.fi or
- by letter to Polar Real Estate Corporation, Tarja

Koistinen, PO Box 102, FIN-00241 Helsinki, Finland, or
- by phone, number +358 9 8259 2327 or +358 9 8259 2648.

Proxy voting documents should be sent to Tarja Koistinen at

the address given above before the deadline for notifications.

Payment of dividend

Because of the reduction in the share capital effected in
2001, payment of dividend on the profits for the year 2002
is subject to a permit under the Companies Act. The Board
will propose to the annual general meeting that no dividend

be paid for the financial year 2002.

Financial disclosures

Publication dates of interim reports are:

23 April 2003

6 August 2003

21 October 2003.

January - March
January - June

January - September

The annual report for the financial year and interim reports
will be published in Finnish and English. They will be
available at the company’s website www.polarkiinteistot.fi.
Company releases can be subscribed for using the website’s
Investor relations section to be sent automatically on

the issue date to the requested e-mail address.

For further information, please contact

anna-maija.hevosmaa@polarkiinteistot.fi.

Polar Real Estate

Contact information

Polar Real Estate Corporation
PO Box 102

FIN-00241 Helsinki

Finland

Tel. +358 9 82 591

Fax +358 9 8259 2300

Visiting address:
Pasilanraitio 5
00240 Helsinki

http://www.polarkiinteistot.fi

e-mail: firstname.familyname@polarkiinteistot.fi

Tampere
Otavalankatu 3 A 8
Koskikeskus
FIN-33100 Tampere
Finland

Tel. +358 3 274 0400
Fax +358 3 212 1879



Fifty years of Polar

1952

1960s

The establishment of Rakennus- ja Insin66ri-
toimisto Yrjo Karjalainen Oy.

Regional construction began. The ownership
base was broadened and the company name
was changed to Polar Construction Corporation
in 1964.

Housing construction was at its peak.

Project exports to Russia began.

Polar Construction Corporation with its subsi-
diaries was one of Finland’s biggest construction
companies. It expanded its operations into
Finnish and international real estate business.
Foreign business was significant.

Polar Construction Corporation was the first
building company in Finland to go public, in
February 1989.

Polar Construction Corporation took over
Kiinteistosijoitusyhtio Ferenda Oy.

The name was changed to Polar Corporation.

Polar Corporation and its Finnish subsidiaries filed

for protection from creditors beginning in 1993.

1994 | The companies operating in Finland were

amalgamated and construction and real
estate business were separated to form
divisions. It was decided to give up operating
outside Finland.

Construction business interests were sold in
August 1998 to Skanska Oy and real estate
business became the main sphere of opera-
tions. The company concentrated on owning,
leasing and developing offices and commercial
premises in the Helsinki Metropolitan Area,
Tampere and Turku.

The name was changed to Polar Real Estate
Corporation.

The statutory reconstruction programme for
protection against creditors terminated at the
end of 2001.

The company’s long-term targets for profit-
ability and financial soundness have been
achieved and the basis for operational devel-

opment is sound.
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