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INDEP ENT ORS’ ORT O VIEW OF

INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

To: The Shareholders
Kingdom Holding Company
A Saudi Joint Stock Company)
iyadh, Kingdom of Sandi Arabia

Introduction

We have reviewed the accompanyi g 31 March 2017 interim condensed consolidated financial statements of
Kﬁling:om Holding Company (the "Company") and its subsidiaries (collectively referred to as the “Group™)
which comprises:

s the condensed consolidated statement of financial ]position as at 31 March 2017;

» the condensed consolidated statement of profit or loss for the three months E]mm'eod ended 31 March 2017;
° ﬁilggnzdgged consolidated statement of comprehensive income for the months period ended 31
. tilbel gondenséd consolidated statement of changes in equity for the three months period ended 31 March
o the condensed consolidated statement of cash flows for the three months period ended 31 March 2017; and
e the notes to the interim condensed consolidated financial statements.

Management is responsible for the preparation and presentation of these interim condensed consolidated
financial statements in accordance with IAS 34, ‘Interim Financial Reporting* that is endorsed in the Kingdom
of Saudi Arabia. Our responsibility is to express a conclusion on these mterim condensed consolidated financial
statements based on our review.

Scope of review

We conducted our review in accordance with the International Standard on Review Engagements 2410, ‘Review
of Interim Financial Information Performed by the Independent Auditor of the Entity’ that is endorsed in the
Kingdom of Saudi Arabia. A review of interim condensed consolidated financial statements consist of mekin
inquiries, primarily of persons responsible for financial and accounting matters, and applying annligcal I
other review procedures. A review is substantially less in scope than an audit conducted in a ce with
International Standards on Auditing that are endorsed in the Kmtgdom of Saudi Arabia, and conscgt;ently does
not enable us to obtain assurance that we would become aware of all significant matters that might be identified
in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the aocompanying 31
March 2017 interim condensed consolidated financial statements of Kingdom Holding Company and its
subsidiaries are nottgr?ﬁed, in all material respects, in accordance with IAS 34, ‘Interim Financial Reporting®
that is endorsed in the Kingdom of Saudi Arabia.

For KPMG Al Fozan & Partners
Certified Public Accountants

Abdullah Hamad Al Fozan
License No.: 348

Riyadh on: 11 Shaban 1438H
Corresponding to: 7 May 2017

KPWIG Al Fazan & Pannars Cartifimd Publ Accountants, & regietersd
COmpany in the Kingtam of Ssud! Arabia, snd & non-pertnar member firm of
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KINGDOM HOLDING COMPANY

{A Saudi Joint Stock Company)
Interim condensed consolidated financial statements for the three months period ended 31 March 2017
{Unaudited)

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Not As at As at Asal
otes 31-Mar-17 31-Dec-16 I-Jan-16
ASSETS SAR '000 SAR '000 SAR '000
Current assets
Cash and cash equivalents 4,768,490 4,337,052 2,633,813
Investments at fair value through profit or loss 9 140,272 605,663 4,427,491
Accounts receivable and other current assets 1,063,227 988,676 873,921
Due from related partics 90,000 90,824 92,109
Assets held for sale - - 246,748
Total current assets 6.061,989 6.022.215 8.274.082
Non-current assets
Investments at fair value through profit or loss 9 399,850 399,850 399,850
lnivnc;ilzinls at fair value through other comprehensive . 9,270,239 8.973,216 8,235.079
Equity-accounted invesiees 1t 14,104,585 14,123,741 16,401,258
Investment propertics 2,044,379 2,094,448 2,087,005
Property, plant and equipment 7,940,396 7,946,435 5,442 668
Intangible assets and goodwill 1,695,490 1.692,970 1,719.419
Deferred 1ax assets 38,688 26,481 25446
Other long term assets 442,478 444,943 348.129
Total non-current assets 35.936,105 35,702,084 34.658.854
Total assets 41,998,094 41.724.299 42,932,936
LIABILITIES
Current liabilities
Borrowings 12 517,623 512,534 1,899,365
A?ica(;;;}}:isc];ayablc. accrued expenses and other current 461,646 496,866 520.093
Zakat and income tax payable 176,302 161.621 106,161
Due to related partics 211,882 207,336 169,682
Dividends payable -~ - 163,985
Total current liabilitics 1,367,453 1,378,357 2,859.286
Non-current liabilities
Borrowings 12 10,496,122 10,621,807 10,575,428
Deferred tax liabilities 233,904 223,578 228,867
Cmployee benefit obligations 160,369 160,313 93,189
Other long term liabitities 11,659 16,202 10,480
Total non-current liabilitics 10,902,054 11,021,900 10,909,964
Total liabilities 12,269,507 12.400,257 13,769,250
Net assets 29,728,587 29,324,042 29.163.686
EQUITY
Share capital 13 37,058,823 37.058,823 37,058,823
Statutory reserve 599,069 399,069 548,081
Retained earnings 1,399,902 1,270,814 2,327.718
Unrealised loss on investments at fair value through other
comprehensive income (9,880,801) (10.177,824) (10,892,025}
Other reserves 16 {548,182) (517.729) {423.510)
Equity attributable to sharcholders of the Company 28,628,611 28,233,153 28,619,087
Non-controlling interests 1.099.976 1,090,889 544.599
TOTAL EQUITY 29,728,587 29.324,042 29,163.686

The notes on pages 9 to 33 form an integral part of these interim co,

T

nsed consolidated financial statements.
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KINGDOM HOLDING COMPANY
(A Saudi Joint Stock Company)

Interim condensed consolidated financial statements for the three months period ended 31 March 2017

{Unaundited)

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

Note 31 Mar 2017 31 Mar 2016
SAR '000 SAR '000
Revenues
Hotels and other operating revenues 387,787 462,923
Dividend income 19,511 21,564
Income from and gain on investments 10.2 254,614 151.499
Other revenues - 4.490
Total revenues 661,912 640,476
Hotels and other operating costs ' (307,121} (366.006)
Gross profit 354,791 274.470
General, administrative and marketing expenses {64,189) (58,922
Share of results from equity-accounted invesiees 11 (6,568) 13,568
Others. net (26,111} --
Income from operations 257,923 229116
Financial charges. net (105,529) (86,248)
Profit before zakat and income tax 152,394 142868
Zakat and income tax (23,155) (15.235})
Profit for the period 129,239 127,633
Profit for the period attributable to:
- Owners of the Company 129,088 114,523
- Non-controlling interests 151 13,110
129,239 127,633
Basic and diluted earnings per share (Saudi Riyals) 0.03 (.03

The notes on pages 9 o 33 form an integral part of these interim condensed consolidated financial statements.
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KINGDOM HOLDING COMPANY
(A Saudi Joint Stock Company)
Interim condensed consolidated financial statements for the three months period ended 31 March 2017
(Unaudited)

CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Note 31 Mar 2017 31 Mar 2016
SAR 000 SAR ‘000
Profit for the period 129,239 127,633
Other comprehensive income:
ftems that will not be reclassified subsequently to profit or loss
Investments at fair value through other comprehensive income - net
changes in fair value 10.1 297,023 (1,5353.264)
ltems that mav be reclassified subsequently to prafit or loss
Share in other comprehensive income of equity-accounted investees 16 54,653 -
Exchange differences on translation of foreign operations and others 16 (83,083) 33,303
Total comprehensive income / (Joss) for the period 397,832 (1,392.328)
Total comprehensive income / {loss) for the period attributable to:
- Owners of the Company 395,458 (1.405.438)
- Non-controlling interests 2,374 13,110
397,832 (1,392,328)

The notes on pages 9 10 33 form an integral part of these interim condensed consolidated financial statements,
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KINGDOM HOLDING COMPANY
(A Saudi Joint Stock Company)

Interim condensed consolidated financial statements for the three months period ended 31 March 2017

(Unaudited)

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

Notes 31 March 2017 31 March 2016
SAR '000 SAR '000
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before zakat and income tax 152,394 142,868
Adjustments for;
Depreciation and amortisation 60,120 45,048
Gain on sale of investments at fair value through profit or loss 11] {234,827) {51.016)
Unrealised gain on revaluation of investments at fair value through
profit or loss 10 (19,787) (100,483)
Share of results from equity-accounted investees 1 6,568 (13.568)
Dividend income {19,511) (21,564)
Financial charges. net 105,529 86.248
50,486 87.533
Changes in operating assets and lizbilities
Accounts receivable and other current assets {74,551) (310,177)
Due from related partics 824 97.228
Employee benefit obligations 56 3301
Accounis payable, accrued expenses and other current libilities (42,111) {110,461}
Duc to related parties 4,546 -
Sale of investments at fair value through profit or loss 720,005 1,411,272
Cash gencrated from operations 659,255 1,178,706
Zakat and income 1ax paid (8,299) (8,403)
Net cash generated from operating activities 650,956 1,170,303
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of equity-accounted investees - (97.354)
Purchase of investments at fair value through other comprehensive
income - {3.994)
Purchase of investment property - (29)
Payments for property, plant and equipment, net (24,430) (10.695)
Other long term assets 2,465 1.702
Other long term liabilities (4,543) (3.783)
Dividends received 19,511 21,564
Net cash used in investing activities {6,997} {92,589)
CASH FLOWS FROM FINANCING ACTIVITIES
Interest paid (98.638) (86.248)
Proceeds from borrowings 459,466 24,000
Repayments of borrowings (580,062) (1.054,548)
Transactions with non-controlling interests 6,713 --
Dividends paid to sharcholders - (327,970)
Net cash used in financing activities (212,521) (1.444.766)
Net increase / (decrease) in cash and cash equivalents 431,438 {367,052)
Cash and cash equivalents at | Januany 4,337,052 2.633.813
CASH AND CASH EQUIVALENTS AT THE END OF THE
PERIOD 4,768,490 2.266,761

Non-cash transactions:
Movement in investments at fair value through other comprehensive

income 10 297,023
Exchange differences on translation of foreign operations 16 {85,306}

The notes on pages 9 to 33 form an integral part of these interim condéniyd consolidated financial statements,
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KINGDOM HOLDING COMPANY
(A Saudi Joint Stock Company)

Notes to the interim condensed consolidated financial statements for the three months period ended 31 March 2017
{Unaudited)

1 CORPORATE INFORMATION

Kingdom Holding Company (the “Company” or “KHC") is a Saudi Joint Stock Company (“JSC”) operating n the Kingdom of Saudi
Arnbia. The Company was previously formed as a limited liability company and operated under commercial registration number
1010142022 dated Muharmam 11, 141 7H (corresponding to 28 May 1996). The Minisiry of Commerce and Industry approved, pursuant
10 resolution number 128/S dated Jumad Awwal 18, 142811 (corresponding to June 4, 2007), the conversion of the Company into JSC.

‘The Company and its subsidiarics (the “Group™) camry out its activitics through the entitics listed below. The principal activities of the
Group are hotel management and operation, general contracting, operation and mainienance, wholesale and retail trading of construction
materials, foodstulT, agriculture products and metals for non-construction and petroleum products, trading of transportation equipment,
advenising, commercial services, education, medical services, commercial agencics, investment and estublishment of other companies.

‘The shares of the Company commenced trading on the Saud: Stock Exchange on 28 July 2007 afier approval by the Capital Market
Authority.

The Company’s head office is located in Riyadh at the following address:

Kingdom Holding Company

66" Floor, Kingdom Centre

P.O. Box 1, Riyadh 11321

Kingdom of Saudi Arabia

These interim condensed consolidated linancial statements (the “consolidated financial statements™) were authorized for 1ssuc by the
Cotnpany's Board ol Directors on 7 May 2017,

a) Kingdom 5-KR-11 Limited (KR-11)

KR-11 is a limited Hability company incorporated in the Cayman Islands. The company’s principal activity represents investments in
international quoted securities, through its wholly owned subsidiarics.

b) Kingdom 5-KR-100 Limited (KR-100)

KR-100 is a limited linbility company incorpomated in the Cayman Islands, The company’s principal activity represents ownership and
management of funds, through its equity-accounted investees.

¢) Kingdem 5-KR-132 Limited (KR-132)

KR-132 is a limited liability company incorporated in the Cayman Islands. The company's principal activity includes holding
investments in the following subsidiaries and equity-accounied investees that own and manage propertics and hotels:

Effective
Ownership Percentape

31-Mar-17 31-Mar-16
Subsidigries
Kingdom Hotel Investments (KHI) - Cayman [slands 100.0 100.0
Kingdom 5 KR 335 Group (George V) - France
(Direct and indirect ownership through KHI} 100.0 100.0
Equity-accounted invesiees
Fairmont Raffles Holdings International (FRHI) - Canada - 354
Four Seasons Holding Inc. (FSH Inc.) - Canada 475 475
Mdvenpick Hotels and Resorts AG (Mdvenpick) - Switzerland 333 333
Sahara Plaza LLC - Untted States of America 25.0 250
Accor S A 58 -

d) Kingdom 5-KR-114 Limited (KR-114)

KR-114 is a limited lisbility company incorporated in the Cayman Islands. The company’s principal activity represents ownership in
Breezerond Limited which became a subsidiary on 12 July 2016.



KINGDOM HOLDING COMPANY
(A Saudi Joint Stock Company)
Notes to the interim condensed consolidated financial statements for the three months period ended 31 March 2017
(Unaudited)

1 CORPORATE INFORMATION (Continued)

¢) Local and regional subsidiaries

The Company also has ownership in the following locz] and regional subsidiaries and equity-accounted investees:

Effective
Ownership Percentage

31-Mar-17 31-Mar-16
Subsidiaries
Kingdom Schools Company Limited (The School) - Saudi Arabia 470 47.0
Fashion Village Trading Company Limited (SAKS) - Saudi Arabin 7.8 71.8
Medical Services Projects Company Limited (MSPC) - Saudi Arabia 740 74.0
Consulting Clinic SAL (Clinic) - Lebanon 504 504
Kingdom Agriculture Development Company (KADCO) — Egypt* - 100.0
Kingdom Real Estate Development Company (KRED) - Saudi Arabiz 100.0 100.0
Eguity-accounted investees
National Asr Services (NAS) - Saudi Arabia 341 34.1
Jeddah Economic Company (JEC) - Saudi Arabia 334 334
Real Estate Investment Company (REIC) - Saudi Arabia kLL 389
Trade Cenire Company Limited (TCCL) - Saudi Arabia 36.0 36.0

* KADCO has been disposed of during the period. Sale proceeds approximate to historical cost and carrying amount as of the date
of disposal. Hence, no gain or loss has been recorded in the books.

The principal activitics and the vanious segments of the Group are described in Note 8.
2 BASIS OF PREPARATION
2.1 Statement of compliance

These Interim Condensed Consolidated Financial Siatements (“Financial Statements™) have been prepared in accordance with IAS
34 Interim Financial Reporting as endorsed in Kingdom of Saudi Arabia and other standards and pronouncements issued by Saudi
Organization for Certified Public Accountants (“SOCHFA"™). These are the Group's first Intiemationat Financial Reporting Standard
('IFRS"} Interim Condensed Consolidated Financial Statements for part of the period covered by the first IFRS annual Financial
Statements and IFRS 1 First-time Adoption of International Financial Reporting Standards, as endorsed in Kingdom of Saudi Arabia
and other standards and pronouncements issued by SOCPA |, has been applied. These Financial Statements do not include all of
information required for full set of annual Financial Statements prepured under IFRS.

An explanation of how the transition to IFRS has affected the reported financial position, financial performance and cash flows of
the Growp for the comparative periods presented s provided in note 5, 6 and 7. These notes include reconciliations required under
IFRS 1 First-time Adoption of International Financial Reporting Standards.

As part of its transition 1o IFRS, the Group clected to carly apply IFRS 9 Financial Instruments (IFRS 9). The IFRS accounting
policies adopted by the Group are listed in note 4.

2.2 llistorical cost convention

These consolidated financial statements have been prepared under the historical cost convention, except for certain financial assets
and liabilitics {including derivatives) that arc measured at fair value and included in fair value through profit or loss (FVTPL) and
fair valuc through other comprehensive income (FVOCI) and other long tenm finencial assets, Further, the employee benefit
obligations have been calculated using the projected unit eredit method (PUCM) and actuarial assumptions.

3 USE OF ESTIMATES, ASSUMPTIONS AND JUDGMENTS

The preparation of the Group's consolidated financinl stalements requires management to make judgments, cstimates and
assumptions that affect the reported amounts of revenues, costs, assets end ligbilities, and the disclosure of contingent liabilitics, at
the reporting date. However, uncertainty about these assumptions and estimates could result in outcomes that could require a material
adjustment to the carrying amount of the asset or liability afTected i the future.

These estimates and assumptions are based upon experience and various other factors that are belicved 10 be reasonable under the
circumstances and are used to judge the carrying values of asscts and Liabilitics that are not readily epparent from other sources. The
estimates and underlying assumptions have been reviewed on an ongoing basis. Revisions to accounting estimates have been
recogniscd in the period in which the estimates are revised or in the revision period and future periods if the changed estimates afTect
both current and future periods.

The key assumptions concerning the future and other key sources of estimation uncentainty at the consolidated statement of financial
position date, that have a significant risk of causing a material adjustment 10 the carrying amounts ol assets and liabilities within the
financial penod include:

10



KINGDOM HOLDING COMPANY
(A Saudi Joint Stock Company)
Notes to the interim condensed consolidated financial statements for the three months period ended 31 March 2017
{Unaudited)

3 USE OF ESTIMATES, ASSUMPTIONS AND JUDGMENTS (Continucd)
3.1 Impairment test of non-financial nssots

Judgment is required in assessing whether certain factors would be considered as an indicator of impairment. Management considers
both internal and external information 10 determine whether there is an indicator of impairment and, accordingly, whether impairment
testing is required. When impairment testing is required, discounted cash flow models are used to determine the recoverable amount
of respective assets. When market transactions for comparable assets are available, these are considered in determine the recoverable
amount of asscts. Significant assumptions uscd in preparing discounted cash flow models include growth rates, expected future cash
flows, operating costs, capital cxpenditures, and discount rates. These inputs are based on management's best estimates of what an
independent market participant would consider appropriate. Changes in these inpuls may alter the results of impairment testing, the
amount of the impairment charges recorded in the consolidated statement of profit or loss and (he resulting carrying values of asscts.

3.2 Impairment of financial assets

The impairment provisions for financtal assets arc based on assumptions about risk of default and expeciced loss rates. The Group
uses judgement in making these assumptions and selecting the inputs to the impairment calculation, based on the Company’s past
history, existing market conditions os well as forward looking estimates at the end of each reporting period.

3.3 Measurement of financial asscts

The fair values of quoted investments are based on current bid prices. If the market for a financial esset is not active, including
unlisted secunties, the Group establishes fair value by using valuation techniques. Thesc include the use of recent arm'’s length
transactions, reference to other instruments that are substantially the same, discounted cash flow analysis and option pricing models,
making maximum use of market inputs and relying as little as possible on entity-specific inputs.

3.4 Provisions

By their nature, provisions are dependent upon ¢stimates and assessments whether the criteria for recognition have been met,
including estimaies of the probability of cash outflows. Provisions for litigation arc based on an estimate of the costs, taking into
account legal advice and other information presently available. Provisions for uncertain liabilitics involve management's best
estimate whether cash outflows are probable.

3.5 Uscful lives and residual values of property, plant and equipment

The Group’s management determines the estimated uscful life of its property, plant and equipment for calculating depreciation. This
estimate is determined after considening the expected usage of the asset or physical wear and tear. The management periodically
reviews the estimated usceful lives, residuat values and the deprecintion method 1o ensure that the methed and periods of depreciation
are consisient with the expected pattern of economic benefit of the assets.

3.6 Assumptions for employce benefit obligations

Employce benefits represent obligations that will be settled in the future snd require assumptions to project obligations. IFRS requires
management to make further assumptions regarding varisbles such as discount rates, rate of compensation increases and retum on
assets, mortzlity rates, employment turnover and future healthcare costs. The Group's management uses an extemal actuary for
performing this calculation. Changes in key assumptions can have a significant impact on the projected benefit obligation and/or
periodic employees” benefits incurred costs.

3.7 Zakat

In calculating the zakat expense for the current period, the Group has adjusted its net income and applied certain deduction 1o its
zakat base to calculate the zakat expense. The Group’s management made its best estimates for those assumptions.

3.8 locome tax
For subsidiarics incorperated and operating outside the Kingdom of Saudi Arabiz, provision for tax is computed in accordance with

the tax regulations of their respective countries. Current income tax assets and liabilities for the current and prior periods arc
measured at the amount expected fo be recovered from or paid 1o the relevant tax authoritics.



KINGDOM HOLDING COMPANY
(A Saudi Joint Stock Company)
Notes to the interim condensed consolidated financial statements for the three months period ended 31 March 2017
(Unaudited)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
4.1 Standards issucd but not yet effective:

A number of new standards, amendments 1o standards and interpretations which are effective for annual periods beginning on or
afier 1 January 2018 and 1 January 2019 have not been carly adopied in the preparation of the Group’s consolidated financial
statements.

IFRS 15 - Revenue from Contracts with Customers

The IASB has issued o new standard for the recognition of revenue. This will replace IAS 18 which covers revenue arising from the
sale of goods and the rendering of services and LAS 11 which covers construction contracts. The new standard is based on the
principle that revenue is recognised when control of a good or service transfers to a customer.

The standard permits cither a full retrospective or a modified retrospective approsch for the adoption. It is effective for first interim
periods within annual reporting periods beginning on or afier 1 January 2018.

RS 16 - l.eases

The IASB has 1ssued a new standard for the recognition of leases. This standard will replace [AS 17 - *Leases” and IFRIC 4
‘Whether an armngement contains o lease”. IFRS 16 now requires lessees to recognise a leasc liability reflecting future lease
payments and a ‘night-of-usc asset” for virtually all lease contracts. The IASB has included an optional excmption for certain short-
term leases. Lessor accounting remains substantislly the same as in [AS 17.

The effective date for adoption is annual periods beginning on or afier 1 January 2019.

The significant accounting policics spplied by the Group in the preparation of these consolidated financial statements are set out
below:

4.2 Basis of consolidation
Subsidiaries

Subsidiaries are all entities (including structured entities) over which the Group has control. Control is achicved when the Group is
exposed, or has rights, to variable returns from its involvement with the investee and has the ability to affect those retumns through
its power over the investee. Specificatly, the Group controls an investee if and only if the Group has:

¢ Power over the investee (i.¢. existing rights that give it the current ability to direct the relevant activitics of the investec);
e  Exposure, or rights, 1o variable retums from its involvement with the investee; and
e  The ability 10 use its power over the investee to affect its retums.

Generally, there is a presumption that a majority of voting rights results in control. To suppont this presumption and when the Group
has less than a majority of the voting or similar rights of an invesice, the Group considers all relevant facts and circumstances in
assessing whether 1t has power over an investee, including:

& The contractual arrangement with the other votle holders of the investee;
+  Rights arising from other contractual arrangemens;
e  The Group's voling nights and potential voting rights.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there arc changes lo one of more
of the three elements of control. Consolidetion of a subsidiary bepins when the Group obtains control over the subsidiary and ceases
when the Group loses control of the subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or disposed of
during the period are included in the consolidated financial statements from the date the Group gains control until the date the Group
ceases to contro the subsidiary.

When necessary, adjustments are made to the financial statermnents of subsidiaries to bring their accounting policies into line with the
Group's accounting policies. All intra-Group asscts and Liabilities, equity. income, expenses and cash flows relating o transactions
between members of the Group are climinated in full on consolidation. Unrealised losses are also elmininated unless the transaction
provides evidence of an impairment of the transferred asset.
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4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
4.3 Business Combination

All business combinations are accounted for using the acquisition method. In the application of acquisition method, the acquiree's
ideatifiable assets {including intangible assets not previously recognised), liabilities and contingent liabilitics are recognised at their
acquisition date fair value. I the acquisition is for less than 100% of the acquiree, there is 8 non-controlling interest. The non-
conirolling interest represents the equity in a subsidiary that is not attributable, directly or indircctly to the parent. The Group
measures the non-controlling interest at proportionate share in the recognised amounts of the acquiree’s identifiable net assets.

Groodwill

Goodwill is the difference between the consideration transferred, the amount of any non-controlling interest in the scquiree and the
acquisition-date fair value of any previous equity interest in the acquiree over the fair value of the identifiable net assets acquired.
The Group recognises its share of goodwill based on the percentage of ownership. Goodwill should be allocated 1o each cash
generating unit or group of cash generating units which arc expecied to benefit from the synergies of the combination, irrespective
of whether other assets or liabilities ol the acquiree are assigned 10 those units. Goodwill is recognised as an asset and tested annually
for impairment, or more frequently if there is an indication of impairment. Testing for impaimment involves comparing the
recoverable amount of a cash gencrating unit with the carrying amount. Any identificd impairment loss is first allocated (o the
goodwill and the remaining impainmnent loss is allocated 1o the cash generating unit and to other assets of the unit on a pro rata basis.

Common conitrol transactions

A business combination acquired under common control may be accounted for using predecessor values.
4.4 Fareign currencies

(i) Functional and presentation currency

Items included in the financial statements of each of the Group's entitics are measured using the currency of the primary economic
environment in which cach respective entity operates {the “functional currency™). The consolidated financial statemicnts are  presented
in Saudi Riyals (“SR™), which is also the Company’s functional and presentation currency.

(i} Transactions and balances

Transactions in foreign currencics are initially recorded by the Group”s entities a1 their respective functional currency spot rates at the
date the transaction first qualifics for recognition. Monetary assets and Habilities denominated in foreign currencics arc translated at the
functional currency spot rates of exchange at the reporting date.

Differences arising on settlement or translation of monetary items are recognised in the Group’s consolidated statement of profit or loss,

Non-menetary items that are measured in terms of historical cost in a foreign cumrency are translated using the exchange raies at the
dates of the initial transactions.

{iii)  Group companies

The results and financial position of foreign operations that have a functional currency different from the presentation currency are
trunslated into the presentation currency as follows:

= assets and labilities for each consclidated statement of financial position presented are translated at the closing ratc at the date
of that consolidated statement of financisl position;

= income and expenses for cach consolidated statement of profit or loss and conselidated statement of comprehensive income are
translated at average exchange rates (unless this is not a reasonable approximation of the cumulative effect of the rates prevailing
on the transaction dates, in which case income and expenses are translated at the dates of the transactions), and

*  All resubting exchange differences are recognised in other comprehensive income.

On consotidation, exchange differences arising from the translation of any net investment in foreign operations (including goodwill)
and of borrowings and other financial instruments designated as hedges of such investments (il any), are recognised in consolidated
statement of comprehensive income. When a foreign operation is sold or any borrowings forming part of the net investment are
repaid, the associated exchange dilferences are reclassified to the consolidated statement of profit or loss, as part of the gain or loss
on sale.

Any goodwill erising on the acquisition of a foreign operation and any foir value adjusiments to the carrying amounts of assets and

linbilities arising on the acquisition of that foreign operation shall be trented as asscts and linbilitics of the forcign operation. Thus,
they will be expressed in the functional curreney of the foreign operation and will be translated at the closing rate.
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4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Centinued)
4.5 Financial instruments

Classification of financial assels

The Group classifics its financial asscts under the following calegornies:
e  Fair value through profit or loss (FVTPL);
¢ Fair value through other comprehensive income (FVTOCI); and
*  Amortised cosL

These classifications are on the basis of business model of the Group for managing the financiel asscts, and contractual cash flow
characteristics.

The Group measures financial asset at amortised cost when it ts within the business model to hold assets in order Lo collect contractual
cash flows, and contractual icrms of the financial asset gives rise on specified dates to cash flows that are solely payments of principal
and interest on the principel amount outstanding.

For assets measured at fair value, gains and losses will cither be recorded in consolidated statement of profit or loss or consolidated
ststement of comprehensive mcome. For investments in equity instruments, this will depend on whether the Group has made an
irrevocable election at the time of initial recognition to account for the equity investment at fair value through other comprehensive
income.

Classification of financial liabilities

The Group classifies all financial liabilitics as subsequently measured at amortised cost using the effective interest rate method
except for financial liabilitics at fair value through profit or less.

The Group destgnates a financial liability at fair value through profit or loss if doing so climinates or significantly reduces
measurement or recognition inconsistency or where a group of financial lisbilities is menaged and its performance is cvaluated on a
fair value basis.

Offsetting financial assets and liabilities

Financial assets and liabilitics arc offset and the net amount reported in the consolidated statement of financial position where the
company currently has a legally enforceable nght to offset the recognised amounts, and there is an intention to settle on a net basis
or realisc the asset and scttle the hability simultancously.

Reclassifications

Financial assets are reclassified when the Group changes its business model for managing financial assets. For example, when there
is & change in management”s intention o hold the asset for a short term or long term. Financial lisbilities are not reclassified.

Initial measurement

At initial tccognition, financial assets or financial lisbilitics are measured at their fair value. Transaction costs of financial assets
carried at fair value through profit or loss are expenscd in consolidated statement of profit or loss. In the case of financial assets or
financial liabilities not at fuir value through profit or loss, its {nir value plus or minus transaction costs that are disectly atiributable
to the acquisition or issue of the financial asset or financial liability is the initial recognition amount. Trade reccivables are measured
at transaction price.

Subsequent meastirement

Alier initial recognition, financial assets and financial liabilitics are measured in accordance with their classification.

Investment in equity instruments

Alier initial recognition, the Group measures all equity instruments ot fair value. Where the Group has clected to present fair value
gains and losses on equity instruments in consolidated statement of comprehensive income, there is no subsequent reclassification
of fair value gains and losses to consotidated statement of profit or loss. Dividends from such investments continue to be recognised
in consolidated staternent of profit or loss as revenues when the Group's right to receive payments is established. Changes in the fair
value of equity instruments at fair value through profit ot loss are recognised imder revenue m the consolidated statement of profit
or loss. Impairment losses (and reversal of impainnent losscs) on equity instruments measured at FVOCI are not reported separately
from other changes in fair value in consolidated statement of comprehensive income.

De-recognition

The Group derecognises a financial asset when, and only when the contractual rights to the cash flows from financial assct have
expired, or it transfers substantially all the risks and rewards of ownership of the financial asset,
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4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continucd)

Financial liabilitics are derecognised when the obligations specificd in the contract are discharged, cancelled or expired. A substantial
change in the terms of a debt instrument is considered as an extinguishment of the original ligbility and the recognition of a new
financial liability.

Impairment

The Group asscsses on a forward Jooking basis the expected credit losses associated with its asscts carried at amortised cost. The
Group recognises a loss allowance lor expected credit losses on a financtal asset (trade receivables, Jease receivables, contract assets,
ctc.). At cach reporting date, the Group recognises in consolidated statement of profit or loss the amount of the change in lifetime
expecled credit losses as an impairment gain or loss. The Group recognises lavourable changes in lifetime expected credit losses ns
an impairment gain, even if the lifetime expected credit losses are less than the amount of expected credit losses that were included
in the estimated cash flows on initial recognition.

4.6 Property, plant and equipment

Initial recognition

Property, plant and equipment “PPE"” is recognised as an asset when, and only when, it is probable that the future cconomic benefits
that are associated with the PPE will flow 1o the Group, and the cost of the asset can be measured reliably. PPE is recognised and
measured initially at cost. Cost includes the fair value of the consideration given to acquire the assci (net of discounts and rebates)
and any directly attnbuiable cost, such as sitc preparation cost, delivery, installation costs, relevant professional fees and the
estimated cost of dismantling and removing the asset and restoring the site (to the extent that such cost is recognised as a provision).
Borrowing costs that are directly attibutable 1o the acquisition, construction or production of a qualifying asset are capitalised as
part of the cost of that asset. All other borrowing costs are expensed in the period incurred. In the event that PPE is suspended or
ceased, the Group continuces 10 expense any related borrowing costs.

When panis ol PPE are significant it cost in comparison to the total cost of the item and such parts have a useful life differcnt than
other parts, the Group recognises such parts as individual assets and depreciates them accordingly.

Subsequent measurement

The Group adopts the cost model to measure the entire class of property, plant and equipment. After recognition as an assct, an item
of property, plant and equipment is carried as its cost less any accumulated depreciation and any accumulated impairment losses.

Subsequent expendifire

Subsequent costs are included in the asset’s carrying amount or recognised as o separate assct, as eppropriate, only when it is probable
that future cconomic benefits associated with the item will flow to the Group and the cost of the item can be measured reliably.

Depreciation

Useful lives are determined by management based on the expected usage of the asset, expected physical wear and tear, technical and
commereial obsolescence, legal and similar limits on the use of the asscts and other similar factors. Depreciation is calculated on a
straight line basis over the below useful lives and is recognised in consolidated staiement of profit or loss:

Number of years
Buildings 5 to 100 years
Equipment 5to 13 years
Fumiture and fixturcs 4 10 20 years
Others 4 to 14 years

Land and assets under construction that are not ready for intended use are not depreciated.

Impairment

At cach year end, the Group asscss whether there is any indication that an asset is impaired. If such an indication cxists, an estimate
of the asset’s recoverable amount is made. IF the recoverable amount is below the assct's carrying amount, the asset is written down
to its recoverable amount.

De-recognition
PPE is derecognised when it has been disposed or no future economic benefits are expected 1o arise ffom its use or disposal. Gains

or losses arising from de-recognition of an item of PPL is included in the consolidated statement of profit or loss at the time the item
is derccognised,
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4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
4.7 Intangible nsscts

Intangible assets acquired seperately are measured at cost upon initial recognition. Following initial recognition, intangible asscts
are carried at cost less any accumulated amortisation and accumulated impairment losscs, if any.

The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with finite lives are amortised over
the uselul economic life and assessed for impairment whenever there is an indication that the intangible asset may be impaired. The
amortisation period and the amortisation method for an intangiblc asset with a finite useful life are reviewed at least at each financial
year-end. Changes in the expected useful life or the expected pattern of consumption of future cconomic benefits embodied in the
asset, are accounted for by changing the amortisation period or method, as appropriate, and are treated as changes in accounting
cstimates. The amortisation expense on intangible asscts with finite lives is recognised in the consolidated staterent of profit or loss
tn the expense category consistent with the function of the intangtble asset.

4-8 Equity-accounted investees

Equity-accounted investees consist of investments in associatc companies. An associate is an entity in which the investor has
significant influcnce, but which is neither a subsidiary nor a joint venture of the investor. Significant influence is the power to
participate in the financial and operating policy decisions of the investee, but nol to joint control those policies.

Equity-accounted investees are accounted for using the equity method unless they meet the criteria to be classified as *held for sale’.
Under the equity method, the investment in the associate is initially camed at cost. The carrying amount 35 adjusted to recognise the
investor’s share of the profit or loss and other comprehensive income of the associate afler the date of acquisition.

Carrying amount of the investment is reduced by the amount of distnbutions received. Profits and losses resulting from upstream
and downsiream transactions are eliminated to the extent of the investor’s interest in the associate or joint venture.

The financial statements of the associate arc prepared for the same reporting period as the Group. Adjustments have been made 1o
align the accounting policies with the Group.

Investments in equity-accounted mvestees are classified as non-current assets in the consolidated statement of financial position. On
acquisition of the investment in en associate, any excess of the cost of the investment over the share of net fair value of the identifiable
assets and habilities of the investee is recognised as goodwill. The goodwill is included within the carrying amount of the investment.
Investments in equity-accounted investecs are tested for impairment in accordance with IAS 36, ‘Impairment of assets’, as single
assets if there are impairment indicators.

In the case that the share of the associate’s losses exceeds the carrying smount of the investment, the carrying amount of the
investment is reduced te nil. Recognition of lurther losses is discontinued, unless the Group has a legal/constructive obligation to
fund the associate or the Group has guaranteed 1o support the associate or joint venture. Investment in equity-accounted invesiees is
derecognised when all risks and rewards associated with the ownership arc trensferred.

Upon the loss of significant influcnce over the associate, the Group re-measures the investment at its fair value. The difference
between the carrying amount of the associate and the fair value of the remaining investment is recognised in consolidated stalement
of profit or loss.

Where the Group acquires an additional interest in an associate without changing the status of the investment, it determines the
goodwill at cach stage which will involve calculating fair value of the consideration and fair value of share of net assets.

Where the Group acquires a controlling interest in #n associate, it re-measures the previously held interest in the associate to fair
value. The resulting gainfloss on re-mezsurement is recognised in consolidated stalement of profit or loss, and recycles iems of
other comprehensive income, if any. Goodwill is determined as the fair value of consideration plus [air value of non-controlling
interest and fair value of previously held interest, less fair value of net assets.

4.9 I[nvestment properties

Investment propertics are reeognised and measured initially at the amount of cash or cash cquivalents paid or the fair value of other
consideration given to acquire an asset at the time of its acquisition or construction or, where applicable, the amount attributed to
that asset when initially recognised. Cost is the purchase price, including directly attributable expenditures, such as legal fees and
borrowing costs. The Group lollows the “cost model” of accounting for investment property as applied for property, plant, and
equipment.

Investment propertics are derecognised when, they have been disposed of, it has been permanently withdrawn from use and no future

cconomic benefits are expected to arise from s disposal, or transferred to property, plant and equipment. Any gains or losses on
disposals are recognised in the consolidated statement of profit or loss.
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4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)
4.10 Impairment of non-financial asscts

Assets that have an indefinite useful life are not subject to smortization and arc instead tested annually for impairment. Assets subject
to amortization/depreciation are reviewed for impainnent whenever events or change in circumstances indicate that the camrying
amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the highest of an asset’s fair value less cost of disposat and value in use. For the
purpose of assessing impairment, assets are grouped at the lowest levels for which there are scparately identifiable cash inflows
which are largely independent of the cash inflows from other assets or group of assets (cash generating unit). Non-financizl assets
other than goodwill that have been fully or partially impaired arc reviewed for possible reversal of all or pant of the impairment loss
at the end of each reporting period. The amount of any reversal is restricted to the carmying value of the relevant asscts if the original
impairment had not oceurred (1.¢., after taking into consideration normal depreciation had no impairment occurred).

The impairment loss is allocated to reduce the canrying amount of the assets of the cash generating unit (group of units) i the
following order:
*  first, to reduce the carrying amount of any goodwill allocated to the cash-generating uait (group of units); and
e then, to the other assets of the unit (group of units) pro rata on the basis of the carrying amount of cach assct in the unit
(group of units).

These reductions in carrying amounts shall be treated as impairment losses on individual assets and recognised.
4.1t Inventorics

Inventories are initially recognised at cost or net realisable value (“NRV™), if lower than the cost. The cost includes import dutics,
non-refundable taxes, transport and handling costs and any other directly attiributable costs less trade discounts, rebutes and similar
items,

NRYV is the esimated selling price in the ordinary course of business, less the estimated costs of completion and estimated sclling
expenses. The smount of any write-down of inventories to net realissble value and all losses of inventorics shall be recognised as an
expense in the period the write-down or loss oceurs. The amount of any reversal of any wnite-down of invenlonies, arising from an
increase in net realisable value, shall be recognised as a reduction in the smount of inventories recognised as an expense in the period
in which the reversal occurs.

The cost for items that are not interchangenble or that have been segregated for specific contracts is determined on an individual-
item basis, The cost of other items of inventory used is assigned by weighted average cost formula.

4.12 Cash and cash cquivalents

For the purpose of presentation in the consolidated statement of cash flows, cash and cash equivalents include cash on hand, bank
balances, short-term deposits, demand deposits and highly liquid investments with original maturities of three months or less that
are readily convertible to known amounts of cash, and which are subject to an insignificant risk of changes in value.

4.13 Fair valuc measurcment

The Group measures its financial instruments at fair value at reporting date.

Fair value is the price that would be received to sell an asset or paid to transfer a linbility in an orderly trunsaction between market
participants al the measurement date. The fair value measurement is based on the presumption that the transaction to sell the asset
or transfer the liability takes place cither:

¢  Inthe principal market for the asset or liability, or
e In the absence of a principal market, in the most advantageous market for the asset or linbility

The {air valuc of an assct or a liability is measured using the assumptions that market participants would use when pricing the asset
or liability, assuming that market participants act in their cconomic best interest.

The Group uses valuation techniques that are appropriate in the circumstinces and for which sufficient data arc available 1o measure
[air value, maximising the use of relevant observable inputs and minimizing the use of unobservable inputs.

All assets and liebilitics for which fair value is measured or disclosed in the consolidated financial statements arc categorised within
the fair value hicrarchy, described as follows, based on the lowest level input that is significant to the fair value measurement as a
whole:
» Level 1 — Quoted (unadjusted) market prices in active markets for identical asscts or linbilities
e Level 2 — Valuation techniques for which the lowest level input that is significant to the fair velue measurement is directly
or indirectly observable
s Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement 1s
unobservable
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For assets and hiabilities that are recognised in the consolidated financial statements on a recurring basis, the Group determines
whether transfers have occurred between Levels in the hicrarchy by re-assessing cotegorization (based on the lowest fevel input that
is significant to the fair value measurcment as a whole) at the end of each reporting period.

For the purpose of fmir value disclosures, the Group has determined classes of assets and linbilitics on the basis of the nature,
characteristics and nisks of the assct or liability and the level of the {air value hicrarchy as explained above.

4.14 Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past cvent, it is probable
that an outflow of resources embodying economic bencfits will be required to settle the obligation and a reliable estimate can be
made of the amount of the obligation. Provisions are not recognised for future operating losses.

Provisions are measured at the present value of management’s best estimate of the expenditure required to settle the obligation at
the end of the reponting period. The discount rate used to determine the present value is a pre-zakat and income tax rate that reflects
current market assessments of the lime value of money and the risks specific to liability. The increase in the provision duc to the
passage of time is recognised as interest expense. The expense relating to a provision is presented in the consolidated statement of
profit or loss, net of reimbursements.

4.15 Employee benefits and post-employment henefits
Short-term employee benefits

Shont-term employce benefits are expensed as the related serviee is provided. A liability is recognised for the amount expected o be
paid if the Group has o present legal or constructive obligation to pay this amount as a result of past serviee provided by the employec
and the obligation can be estimated rehiably.

Post-employment obligation

The Group operates a post-cmployment benelit scheme plans driven by the labour laws of the countrics in which the Group entitics
operate.

The post-cmployment benefits plans arc not funded. Valuations of the obligations under those plans are carried out by an independent
actuary based on the projected unit eredit method. The costs relating to such plans pnmanly consist of the present value of the
benelits attributed on an cqual basis to each year of service and the interest on this ebligation in respect of employee service in
previous years.

Current and past service costs related to post-employment benefits are recognised immediately in the consolidated statement of profit
or loss while unwinding of the liability at discount rates used are recorded as financial cost. Any changes in net liebility duc to
actuarial valuntions and changes in assumptions gre taken as re-measurcment in the consolidated statement of comprehensive
income.

Re-messurement gains and losses anising from experience adjustments and changes in actuarial assumptions arc recognised in the
period in which they occur, directly in the consolidated statement of comprehensive income.,

Changes in the present value of the defined benefit obligation resulting from plan amendments or cunsilments are recognised
immediately in the consolidated statement of profit or loss as past service costs.

4.16 Revenue recognition

Revenue is recognised to the extent that a probable cconomic benefit will flow to the Group and can be reliably measured. Revenue
is measured at the fair value of the consideration received or receivable.

Renial income

Rental income from operating leases of investment properties including apariments, offices, villas, mall spaces, etc., is recognised
on a straight fine basis over the term of the lease tuking into consideration any incentives given.

Revenue from sale

Revenue from the sale of food, beverages, apartments, offices, villas, other investment propertics, and equity investments is
recognised when it meets the following criteria;

- Significant risks and rewards of ownership are translerred,

- Managerial involvement usually associated with ownership or control is given up;

= Itis probable that economic benefits willt flow to the Group; and

- The amount of revenue and costs can be measured relinbly.
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Rendering services

Revenue from rendering of education, health care and other services including services in connection with hotel operations of hotel
business is recognised when the outcome of the transaction can be estimated reliobly. The outcome is reliable when the amount of
revenue can be measured reliably, and it is probable that cconomic benefits will flow to the Group.

Interest and Dividend income

Interest income is recognised using the effective interest rate method on accrual basis. Dividends are recognised when the right to
receive payment is established.

Revenue from long term coniracts

Revenue from long term contracts of rendering of services is recognised with reference to stage ol completion of the transaction.
The outcome of such transactions is considered relisble when the amount of revenue can be measured reliably, it is probable that
cconomic benefits will flow 1o the Group, the stage of completion can be measured reliably, and the costs incurred and cost to
complete can be reassured reliably.

4.17 Borrowing costs

Finance cost consists of interest and other costs that an entity incurs in connection with the borrowing of funds. General and specific
finance costs that are dircctly attributable to the acquisition, construction or production of a qualifying assct are capitalised during
the period of time that is required to complete and prepare the assct for its intended use or sale. Qualifying asscls are asscts that
nccessarily 1ake a substantial penod of time to get ready for thetr intended usc or sale.

Invesiment income camed on the temporary investment of specific borrowings pending their expendilure on qualifying assets 1s
deducted from the finance costs eligible for capitalisation.

Other fingnce costs are expensed in the period in which they are incurred.
4.18 Zakat and income tax
Zakat

Zakat is provided in accordance with the Regulations of the General Authonty of Zakat & Tax (“GAZT™) in the Kingdom of Saud
Arabia and on accruals basts. The zakat cxpensc is charged (o the consolidated siatement of profit or loss. Differences, il any,
resulting from the final assessments are adjusted in the penod of their finalisation.

Taxation

The tax expense lor the peried comprises current and deferred tax. Tax is recognised in the consolidated statement of profit or loss,
except 1o the extent that it relates to items recognised directly in the consolidated siatement of comprehensive income or equity. In
this case, the tax is also recognised in the consolidated statement of comprehensive income or equity, respectively.

Current 1ax

Current income tax assets and ligbilities for the current and prior periods are measured at the amount expected to be paid to or
recovered from the taxation authorities. The current income tax charge is calculated on the basis of the 1ax rates and 1ax laws enacted
or substantively enacted at the reporting date in the countnies where the Group's subsidiaries, cquity-accounted investees and joint
ventures operate and generate taxable income. Management periodically cvalunies positions taken in tax retums with respect to
situations in which applicable tax regulation 1s subject 1o interpretation and establishes provisions where appropriate.

Deferred tax

Delerred income tax is recognised, using the liability method, on temporary dilferences anising between the tax bases of assets and
linbilitics and their carrying amounts in the consolidated financial statements. However, deferred income tax is not accounted for if
1t arises from initinl recognition of an assct or liability in a transaction other than a business combination that at the time of the
transaction affects neither accounting nor taxable profit or loss. Deferred income tax is determmned using tax rates (and laws) that
have been enacted or substantively enacted by the reporting date and are expected to spply when the related deferred income tax
asset is realised or the deferred income tax lability is settled.

Delerred income tax assets are recognised for all deductible temporary differences, carry forward of unused tax credits and unused
tax losses, to the extent that it is probable that future taxable profit will be available against which the iemporary differences can be
utilised.
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Deferred income 1ax ts provided on temporary diffcrences ansing on investments in subsidiaries and equity-accounied investees
except where the timing of the reversal of the lemporary difference is controlled by the Group and it is probable that the temporary
difference will not reverse in the foresceable future.

Deferred income tax assets and liabilitics are offset when there is a legally enforceable right to offset current tax assets against
current tax liabilities and when the deferred income taxes assets and liabilities relate 10 income taxes levied by the same taxation
authority on either the taxable entity or different tzxable entities where there i1s an inlention lo seitte the balances on o net basis.

Withholding tax

‘The Company and its Saudi Arsbian subsidiaries withhold tzxes on certain transactions with non-resident parties in the Kingdom of
Saudi Arabia as required under Saudi Arabian Income Tax Law.

4.19 Dividends

Dividend payable 1s recogmised for the amount of any dividend declared being appropriately nuthorised and no longer at the
discretion of the Group, on or before the end of the reporting period but not distributed at the end of the reporting period. As per the
corporate laws in the Kingdom of Saudi Arabia, a distribution s authorised when it is approved by the shareholders. A corresponding
amount is recognized directly in equity.

4-20Earnings per sharce

The Group presents busic und diluted, 1f any, carmngs per share (IPS). Basic EPS is calculated by dividing the profit or loss
atiributable to common sharcholder of the Group by the weighted average number of common shares outstanding during the period,
adjusted for own shares held, if any. Diluted EPS, if eny is determined by adjusting the profit or loss attributable to common
sharcholders and the weighted average number of common shares outstanding, adjusted for own shares held, for the cifects of all
dilutive potential common shares.

4.21 Statutory reserve

In accordance with the Company's by-laws, the Group must set aside 10% of its annual consolidated net income as a statulory
reserve until it reaches 50% of the share capital. The reserve is not available for distnbution. The reserve allocation is computed on
an annual basis.

4.22 Leases
Finance leases:

Leases of assets where the Group, as lessee, has substantially all the risks and rewards of ownership are classified as [inance leases.
Finance leases are capitalised at the lease’s inception at the fair value of the leased asset or, if lower, the present value of the minimum
lease payments. The corresponding rental obligations, nct of finance charges, arc included in other short-term and long-term
payables. Each lease payment is allocated between the linbility and finance cost. The finance cost is charged to the consolidated
statement of profit or loss over the lease period so as to produce a constant periodic rate of interest on the remaining balance of the
lighility for each period. The assets acquired under finance leases are depreciated over the asset’s useful life or over the shorter of
the asset’s usefvl life and the lease term il there is no reasonable certainty that the Group will obtain ownership at the end of the
lease term,

Operating leases:

Leascs in which a significant portion of the risks and rewards of ownership arc not transferred to the group as lessee are classified
as operating leases. Payments made under operating leases (net of any incentives received from the lessor) are charged to the
consolidated statement of profit or loss on a straight-line basis over the period ol the Iease. Where the group is a lessor the payments/
rentals received are normally credited to the consolidated statement of profit or loss on a straight-line basis over the term of the lease.
The term of the lease includes the period under the Jease arrangement snd any rent free period given.

4.23 Scgment reporting

An operating segment is a component of the Group that engages in business activities from which it may cam revenues and incur
expenscs, including revenues and expenses that relate to transactions with any ol the Group’s other components. Operating segments
are reporied in a manner consistent with the intemal reporting provided to the Chief Operating Decision Maker (“CODM™).

Reportable segments are disclosed separately at least where, total revenue is more than 10% of the total revenue of the Group, or
absolute amount of profit or loss is more than 10% of combined reported profit of all scgments (excluding Joss making segments)
and combined reported loss of all sepments (excluding profit making segments), or total asscts arc more than 10% of total asscts of
KHC.
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4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
4.24 Foreign currencices

KHC translates the resulis and financial position of forcign operations whose functional cumrency is not the currency of a
hyperiaflationary economy info a different presentation currency using the following procedures:
¢ assels and liabilities for cach consolidated statement of financiat position presented (including comparatives) are translated
at the closing rate at the daie of that consolidated statement of financial pesition;
* income and expenses for cach statement presenting profit or loss and other comprehensive income (including
comparatives) are translated at exchange raes at the dates of the transactions; and
= all resulting exchange difierences are recognised in consolidated statement of comprehensive income.

KHC translates the results and financial position of foreign operations whose functional currency is the cumency of a
hyperinflationary economy into a different presentation currency using the following procedures:

« all amounts (assets, liabilitics, equity items, income and expenses, including comparatives) arc translated at the closing
rate at the date of the most recent consolidated statement of financial position, except that when amounts are translated
into the currency ol a non-hyperin{lationary economy, comparative amounts arc thesc (hat were presented as current year
amounts in the relevant prior year financial statements (not adjusted for subsequent changes in the price level or subsequent
changes in exchange).

¢  When the cconomy ceases to be hyperinflationary and the entity no longer restates ity financial statements, it uscs the
historical costs to translate the presentation cuerency amounts restated to the price level at the date the entity ceased
restating its financial sialements.

KHC recognises any goodwill anising on the acquisition of a forcign operation and any fair value adjustments to the carmying emounts
of sssets and linbilities ansing on the acquisition of that foreign operation are treated as assets and linbilities of the foreign operation.

4.25 Assets held for sale

Non-current assets, or disposal groups comprising assets and liabilitics, are classificd as held for sale if it is highly probable that they
will be recovered primanly through sale rther than through continuing use.

Such asscts, or disposal groups, are generally measured at the lower of their carrying amount and fair value Jes costs to sell. Any
impairment loss on a dispesal group is allocated first o goodwill, and then to the remaining asscts and habibitics on a pro rata basis,
except that no loss is allocated to inventories, financial nssets, deferred 1ax assets, cmployee benefit assets or investment property,
which continue to be measured in accordance with the Group's other accounting policies. Impairment losses on initial classification
as held for sale and subscquent gains and losses on re-measurement are recognised in the consolidated statement of profit or loss.
Once classified as held for sale, intangible asscts and property, plant and equipment arc no longer amortised or depreciated, and any
cquty-accounted invesice is no longer equity-accounted.

5 FIRST TIME ADOPTION OF IFRS

For the years up to and including the year ended 31 December 2016, the Group prepared its consolidated financial statements in
accordance with the nccounting principles generlly accepted in the Kingdom of Saudi Arabia. From 1 January 2017 onward, the
Ciroup will prepare its consolidated financial statements in accordance with IFRS.

Accordingly, the Group has prepared an opening consolidated staternent of financial position as at | January 2016, the Group's date
of transition to IFRS. The Group will prepare its first set of financial statements which comply with IFRS applicable for year ending
on 31 December 2017, together with the comparative period.

The consolidated {inancial statement has been prepared in accordance with the accounting policies described in note 4, except for
ceriain optional exemptions adopted by the Group in preparing these consolidated financinl statements in accordance with IFRS 1
first time adoption of Intemational Financial Reporting Standards from full retrospective application of IFRS. The exemptions used
in preparing the financial statements are as follows:

- Designation of previously recognised financial asset as fair value through profit or loss (FVTPL) or fair value through other
comprehensive income (FVTOCI).
- Prospective application of effects of changes in foreign exchange rates (related to forcign operations adjustments and goodwill).
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¢  IFRS 1 RECONCILIATIONS

6.1 RECONCILIATION OF CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 1 January 2016 Notes SOCPA Adjustments IFRS
31-Dec-15 1-Jan-16
ASSETS SAR 000 SAR 000 SAR '000
Current assets
Cash and cash equivalents 2,633,813 - 2,633,813
Investments at FVTPL TL1 1,982,094 2,445,397 4,427,491
Trade and other recervables 498,833 - 498,833
Prepayments and other current assets 375,088 - 375,088
Due from related partics 92,109 - 92,109
Assets held for saje 246,748 — 246,748
Total current asscts 5,828,685 2,445,397 8,274,082
Non-current asscts
[nvestments ot FVTPL 7.1.1 - 399,850 399,850
[nvestments at FVTOCI 7.1.1 11,080,326 (2,845,247) 8,235,079
Equity-accounted investees 7.8.2 16,384,596 16,662 16,401,258
Investment propertics 2,087,005 - 2,087,008
Property, plant and equipment 7.7.2 5,421,698 20970 5,442,668
Intangible asscts and goodwill 1,719,419 - 1,719,419
Deferred tax assels 25,446 - 25,446
Other long term assets 348,129 - 348,129
Total non-current assets 37,066,619 {2,407,765) 34,658,854
Total assets 42,895,304 37632 42,932,936
LIABILITIES
Current liabilities
Borrowings 1,899,365 - 1,899 3658
Trade and other payables 110,150 - 110,150
Zakat and income tax payable 106,161 - 106,161
Due to related Parties 169,682 - 169,682
Bividends payable 163,985 - 163,985
Other current liabilitics 409,943 = 409,943
Total current liabilitics 2,859,286 - 2,859,286
Non-current linbilities
Borrowings 10,575,428 - 10,575,428
Deferred tax liabilities 228,867 - 228,867
Employee benefit obligations 7.3.2 B8,844 6,345 95,189
Other long term lisbilities 10,480 — 10,480
Total non-current liabilitics 10,903,619 6,345 10,909,964
‘Total liabilities 13,762,905 6,345 13,769,250
Net asscts 29,132,399 31,287 29,163,686
EQUITY
Share capital 37,058,823 - 37,058,823
Statutory reserve 548,081 - 548,081
Retained earnings 7.8.1 1,533,580 794,138 2,327,718
Unrealised loss on invesiments at FVTOCI 7.12 (10,126,110) (765915) (10,892,025)
Other reserves 7.4.5 (422,287) {1,223) {423,510)
Equity attributable to sharcholders 28,592,087 27,000 28,619,087
Non-controlling interests 7.",3.';44 540312 4,287 544,599
TOTAL EQUITY 29,132,399 31,287 29,163,686
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As at 31 December 2016 Notes SOCPA Adjustments IFRS

31-Dec-16 31-Dec-16
ASSETS SAR '000 SAR 000 SAR 000
Current asseis
Cash and cash equivalents 4,337,052 - 4,337,052
Investments at FVTPL 7.13 144,809 460,854 605,663
Trade and other receivables 545,168 - 545,168
Prepayments and other current assets 443,508 - 443,508
Due from related parties 90,824 - 90,824
Total current assels 5,561,361 460,854 6,022,215
Non-current assets
Investments at FVTPL 713 - 399,850 399,850
Investments at FVTOCI 713 9,833,920 (860,704) 8,973,216
Equity-accounted investees 782 14,192,081 {68,340) 14,123,741
Investment properties 2,094,448 - 2,094,448
Property, plant and equipment 7.76 7,925,862 20,573 7,946,435
Intangible assets and goodwill 7.2.1 1,710,371 (17,401) 1,692,970
Deferred tax assets 26,481 - 26481
Other long term assets 444,943 == 444,943
Total non-current asscis 36,228,106 (526,022) 35,702,084
Total assets 41,789.467 (65,168) 41,724,299
LIABILITIES
Current liabilitics
Borrowings 512,534 - 512,534
Trade and other payables 143,365 - 143,365
Zakat and income tax payable 161,621 - 161,621
Due to related Parties 207,336 - 207,336
Other curremt lisbihitres 353,501 - 353,501
Total current liabihiies 1,378 357 - 1,378,357
Non-currcnt liabilitics
Dorrowings 10,621,807 - 10,621,807
Deferred tax liabilities 223,578 - 223,578
Employee benefit obligntions 1.3.7 123,740 36,573 160,313
Other long term liabilities 16,202 — 16,202
Total non-current liabilitics 10,985,327 36,573 11,021,900
Total Jiabilities 12,363,684 36,573 12,400,257
Net assets 29,425,783 (101,741) 29,324,042
EQUITY
Share capital 37,058,823 - 37,058,823
Statulory reserve 7.6 599,069 - 599,069
Retained eamings 7.8.1 1,336,528 {65,714) 1,270,814
Unrcalised loss on investments al FVTOCI 7.1.4, (10,237,238) 59,414 (10,177,824)
Other reserves 7.83 (426,563) {91,166) (517,729)
Equity attributable to sharcholders of the Company 28,330,619 (97,466) 28,233,153
Non-controlling interests i,r:;' %‘ 1,095,164 (4,275) 1,090,889
TOTAL EQUITY 29,425,783 (101,741) 29,324,042

Whilc preparing the above reconcaiation between SOCPA and IFRS balances, some of the belances shown under SOCPA cotumn are
disaggregated in accordance with the notes in the previously issued SOCPA financial statements, Further, title of some of the captions
have been renamed in accordance with IFRS and may not match with the previously issued financial statements prepared under SOCPA.
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6.2 RECONCILIATION OF CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS FOR
THE PERIOD ENDED 31 MARCH 2016.

SOCPA Reclassifications*  Adjusiment IFRS
Notes 31-Mar-16 31-Mar-16
SAR '000 SAR ‘000 SAR ‘000 SAR ‘000
Revenues
Hotels and other operating revenues 462,923 - - 462,923
Dividend income 21,564 - - 21,564
Income from cquity-accounted investees and 17,468 (17.468) _ _
joint venture, net
Income from and gain on investments and 715 136,955 _ 14,544 151,499
other revenues, net
Others 4,490 — - 4,490
Total revenues 643,400 (17,468) 14,544 640,476
Costs and expenses
Hotels and other operating costs 7.7.10 (320,958) (44,877) (170 {366,006)
General and administrative expenses (58.922) 58922 - —
Total costs and expenses (379,880) 14,045 (171) {366,006)
Grass profit 263,520 (3,423) 14,373 274,470
General, administration and other expenses 4 (58.922) _ (58922)
Depreciation (44,87T) 44 877 - -
Share of results from cquity-accounted 7.4.2,
investees 7.79 - 17468 (3,900) 13,568
Income from main operations 218,643 - 10,473 229,116
Financial charges, net (86,248) - - {86,248)
Profit before non-controlling interests,
zakat and income tax 132,395 - 10,473 142,868
Non-controlling interests (13,191) 13,191 - -
Profit before znkat and income inx 119,204 13,191 10,473 142,868
Zakat and income tax (15,235) - - (15,235)
Net profit for the period 103,969 13,191 10,473 127,633
Profit for the period attributable to:
- Owners of the parent 103,969 - 10,554 114,523
-Non-controlling interests 7.7.11 - 13.191 (81) 13,110
103,969 13,191 10,473 127,633
Earnings per share (Saudi Riyals):
- Income from main operations 0.06 0.06
* Net income for the year 0.03 0.03

* These reclassifications have been made to achieve better presentation of consolidated statement of profit or loss in accordance
with IFRS. These do not represent transition adjustments to IFRS.
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Group reconcitiation of condensed consolidated statement ol comprehensive income for the period ended 31 March 2016.

6.3 RECONCILIATION OF CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME FOR THE
PERIOD ENDED 31 MARCH 2016

SOCPA Adjustment IFRS
Notes 31-Mar-16 31-Mar-16
SAR 000 SAR 000 SAR '000
Net profit for the period 103,96% 10,554 114,523
Non-controlling interests 13,191 (81) 13,110
Profit for the period 117,160 10473 127,633
Other comprehensive income:
ITtems that will not be reclassified subsequently to profit or
loss
Investments at fair value through other comprehensive
income - net changes in fair value 20 - (1,553,264) (1,553,264)
Items that may be reclassified subsequently to profit or loss
Exchange differences on translation of foreign operations - 33303 33,303

Other comprehensive income for the period, net of zakat

- (1,519,961) (1,519,961)

and tax

Total comprehensive income for the period 117,160 (1,509,488) (1,392,328)
Total comprehensive income for the period is

attributable to:

- Owners of the parent 103,969 (1,509,407) (1,405,438)
- Non-controtling interests 13,191 (81) 13,110

7 NOTES TO THE RECONCILIATIONS
7.1 Application of IFRS 9 (Financinl Instruments) - classification of equity shares:

KHC adopted IFRS 9 on transition to [FRS. At the date of transition KHC held shares as Held for trading (HIT) and Available for
sale (AFS). IFRS 9 allows KIEC 1o designate its share portfolio at the date of transition as fair value through profit or loss (FVTPL)
or fair value through other comprehensive tncome (FVTOCI) on an instrument by instrument basis,

The adjustment reflects transfer of three invesiments in equity shares from foir value through other comprehensive income (AFS as
per SOCPA) to farr value through profit or loss. One of the investments at the date of transition was held by KR11 as both Held for
trading (FVTPL as per IFRS 9) and available for sale (FVTOCI as per IFRS 9). KR 11 transferred all of such cquity share to FVTTL
to be designated as such. Other two investments were held as AFS only and are partly transferred to FVTPL 1o be designated as
such.

7.1.1 Classification of available for sale equity shares amounting to SAR 2,845 million from Awvailable for Sale “AFS” to FVTPL
(SAR 400 million to non-current and SAR 2,445 million to cumrent).

7.1.2 Classification of net unrealised pains relating to available for sale shares amounting to SAR 765.9 million from other
comptchensive income reserve o retained camings.

7.1.3 Classification of available for sale equity shares amounting to SAR 860.7 million from Available for Sale “AFS” to FVTPL.
{SAR 400 million to non-current and SAR 460.7 million to current).

7.1.4 Classification of net unrealised losses relating to available for sale amounting to SAR 59.4 million from other comprehensive
income reserve to retained carnings.

7.1.5 Net gain amounting to SAR 14.5 million for the three months period ended 31 March 2016. This is a result of reclassification
of cquaty shares on the date of transition from Available for sale (“AFS™) 1o FVTPL (7.1.1).
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7 NOTES TO THE RECONCILIATIONS (Continued)
7.2 Exchange difference on translation of foreign operations and goodwill:

7.2.1 IFRS requires goodwill related to forcign operations 1o be retmnslated. Goodwill of a foreign subsidiary of KHC has to be
retransiated to the reporting currency (SAR) at each reporting date. The functional currency of the subsidiary is Euro (having
functional currency different to presentation currency) and the retranslation loss of SAR 17.401 million related to goodwill as
at 31 Dec 2016.

7.2.2 KHC has carried investments in foreign cquity-occounted investees at histonic cost. Under IFRS these investments are required
to be retranslated at closing rate (as net investment in foreign opertions). The retranslation resulted in a loss of SAR 30.531
million related to overseas cquity-accounted investees of KHC.

7.3 Actusrinl valuation:

Employce benefit obligations for companies incorporated in the Kingdom of Saudi Arabia is calculated in accordance with
Saudi labour law. Under IAS-19 ‘Employce Benefits’ post-cmployment benefits are classificd as a defined benefit plan and are
required 1o be calculated using the projected unit credit method “PUCM”. PUCM involves an actuarial valuation. KHC has
underiaken actuarial valuations for its group companics as at 1 January 2016 and 31 December 2016 which resulted in an
increase in the liabilities, see details below:

Reference Adjustments — 1 Jan 2016 Amounts
SAR '000
7.3.1 Investment in sssocinte (creditl) 892
7.3.2 0SB liahility (credit) 6,345
7.33 Retained carmings (debit) 6.458
734 Non-controlling interest {debit) 779
Reference Adjustments — 31 Dee 2016
7.3.5 Investment in associate (credit) 1.814
73.6 Retained earnings (debit) 15,667
71.3.7 0SB liability (credit) 36,573
738 Non-controlling interest (debit) 9,276
7.3.9 Other comprehensive income £ Other reserves (debit) 13,943
7.3.10 Other reserve - share in equity-accounted investees (credit) 499

The effects of actusrial valumtions for the three months period ended 31 March 2016 are not matenially different from the
carrying amount and therefore, no adjusiments are recorded for the period.

7.4 IFRS conversion adjustment for equity-necounted investees (“Associates™):

IFRS conversion adjustment of associate 1:

The IFRS conversion ol one of the equity-accounted investee lead to an adjustment of capitalised incligible cost. These costs were
SAR 32 million as at I January 2016 and SAR 50 million as at 31 December 2016. KHC's share in the associate is 33.35%.

7.4.1 KHC’s share of incligible cost adjustment @t 1 January 2016: SAR (10.672) million

7.42 KHC’s share of incligible cost during 31 March 2016: SAR (4.169) million.

7.4.3 KHC’s share in total incligible costs adjusted: SAR (27.347) million.

IFRS conversion adjustments of associate 2:

The IFRS conversion of one of the cquity-accounted investee lead to adjustments amounting to SAR 74.061 million as at 1 January
2016. KHC's sharc in these adjustments is SAR 24.680 million (retained camings: SAR 23.457 million and other comprehensive
income: SAR 1.223 million). KHC’s share in [FRS conversion adjustment of the associate for the year ended 2016 is SAR 8.697
million {retained camings: SAR 6.927 million and other comprehensive income: SAR 1.77 million).

7.4.4 KHC's share in the adjustment to retained camings as at 1 January 2016: SAR (23.457) million.

7.4.5 KHC's share in the adjustment related to other comprehensive income: SAR (1.223) millien.

7.4.6 Adjusted investment in the associate: SAR (24.68) million as at 1 January 2016.

7.4.7 KHC's share in the adjustment related to retained camings as at 31 December 2016: SAR (30.384) million.

7.4.8 KHC’s share in the adjusiment releted to other comprehensive income as at 31 December 2016: SAR (2.993) million.

7.4.9 Adjusted investment in the associate: SAR (33.378) million as at 31 December 2016.

26



KINGDOM HOLDING COMPANY
(A Saudi Joint Stock Company)
Notes to the interim condensed consolidated financial statements for the three months period ended 31 March 2017
(Unaudited)

7 NOTES TO THE RECONCILIATIONS (Continued)
7.5 Share in other comprehensive income of equity-nccounted investees:

The adjustments refiect share in other comprehensive income of equity-accounted investee (which was previously not recorded
under SOCPA).

7.5.1 Adjustment to investment in equity-accounted investees for recogmtion of other comprehensive income and adjusted income
of equity-accounted investees: SAR (26.796) million.

7.5.2 Adjustment to recognisc share in other comprehensive income of cquity-sccounted mvestees: SAR (26.796) millon.
7.6 Statutory reserve:
Transition to IFRS has not resulted 1n a change in the Company’s statulory reserve.
7.7 Componcntisation:
The Group carried out componentisation upon adoption of IFRS the impact of componentisation for the Group is as follows:

As at 1 January 2016

Reference Adjustments Amounts

SAR 000
7.7.} Investment in equity-asccouniced investees (debit) 52,906
7.3.2 Property plant and equipment {debit) 20,970
7.7.3 Retained eamings {credit) 68,810
7.7.4 Non-controtling interest (credit) 5,066

As at 31 December 2016

Reference Adjustments Amounts

SAR ‘000
1.7.5 Investment in associate (debit) 51,526
7.7.6 Property plant and equipment (debit) 20,573
71.7.7 Retained camings (credit) 67,098
7.7.8 Non-controliing interest {credit) 5,001

For period ended 31 Mar 2016

Reference Adjustments Amounts

SAR 000
1,79 Share in income of equity-accounicd investees (credit) 269
7.7.10 Hotel and other operating costs (debit) 17
7.7.11 Profit attributable to non-controlling interest (credit) (81)
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7 NOTES TO THE RECONCILIATIONS (Continued)
7.8 Summary of reconciliation adjustments:

7.8.1 Reconciliation of retained camings (SAR *000).
Reference SOCPA (31-Dec-15) - 1,533,580 Reference SOCPA (31-Dec-16) - 1,336,528
712 765,915 7.14 (59414)
733 (6,458) 7.3.6 (15,667)
7.4.4 (23,457 743 (27.347)
7.73 68,810 74.7 (30,384)
7.4.1 (10,672) 7.2.7 67,008
794,138 (65,714)
IFRS (1-Ian-16) - 2,327,718 1FRS (31-Dec-16) - 1,270,814

7.8.2 Reconcilintion of investments in equity-accounted investees (SAR *000).

Reference SOCPA (31-Dec-15) - 16,384,596 Reference SOCPA (31-Dec-16) - 14,192,081
73.1 (892) 75.1 (26,796)
74.1 (10,672) 735 (1,814)
746 (24,680) 743 (27,347
7.7.1 52,906 749 {33,378)
7.2.2 (30,531)

175 51,526

16,662 (68,340)

IFRS (1-Jan-16) - 16,401,258 IFRS (31-Dec-16) - 14,123,741

7.8.3 Reconciliation of other reserves (SAR 000),

Reference SOCPA (31-Dec-16) - (426,563)
748 (2.993)
752 (26.796)
7.3.10 499
724 (17.40D)
739 (13.943)
7.22 {30.531)

(91,165)

IFRS (31-Dec-16) - (517,728)

7.9 Tramsition implications to the cash flows

Changes to consolidated statement of cash flows relate to disaggregation of financial sistement line items secking fairer presentation
under IFRS for the consolidated statement of financial position and conselidated statement of comprehensive income which were
presented as cumulative values under SOCPA. As # result of this, further financial statement line items have been added to the
current consolidated statement of cash flows prepared under SOCPA.

7.10 Other adjustments:

Adjustments 7.2, 7.5 and 7.7 represent other adjustments identificd durtag the IFRS transition process.
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8 SEGMENT INFORMATION

The Group manages its operations by business segments. Menagement treats the operations of these segments separately for the purposcs
of monitoring, decision making and performance assessment.

The Group’s primary operalions are organised mto the following segments:

Equity Investments International - The principat activity includes investments in intemational quoted securitics.
Domestic and regional - The principal activity includes investments in securitics quoted on the Saudi Stock
Exchange, the regional Stock Exchanges and investments in equity-accounted investees other than real

estale.

Private equity - The principal activity includes investments in private equitics, managed funds and other
entitics existing within the structure of the Group.

Hotels The prineipal activity of this segment inchudes investments in subsidiaries and cquity-accounted invesices
that are in the business of managing and owning hotel propertics and related activitics.

Real estate ‘The principal activity includes investments in activitics relating to ownership and development of land and
real estate projects.

Health Care The principal activity includes hospital, phanmacy and consulting clinics.

All other segments The principal activitics include operstions of Kingdom School and ether trading activities carricd by the
Group such as Fashion Village Trading Company.

Equity Health All other

SAR ‘000 Tavestments Hotels Real Estate Care scgments Total

2017

Total revenue 274,125 279,172 - 83380 25,235 661,912
Net profit / (loss) 125,755 (10,198) 6,244 5,000 2,438 129,239
Total assets 19385537 15,567,554 6,235,038 4B4,876 325,089 41,998,094
Total linbilitics 7,197,507 4,605,765 18,967 225,716 221,552 12,269,507
2016

Total revenue 173,063 316211 5 112,166 39,036 640,476
Net profit / {loss) 118,335 (26,409) 4,561 25,035 6,111 127,633
Total assets 19,004 869 15,684,039 6,231,034 489,212 315,145 41,724,299
Total linbilitics 7,455,568 4,473.225 19,834 235,052 216,578 12,400,257

The management believes that the inter-segment revenues for the Group are mstgnificant and therefore have not been disclosed.

29



KINGDOM HOLDING COMPANY
{A Saudi Joint Stock Company)

Notes to the interim eendensed consolidated financial statements for the three months period ended 31 March 2017
(Unaudited)

9 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

This note provides an update on the judgements and estimates made by the group in determinmg the fatr values of the financial instruments
stnce the last annual financial report.

(D) Fair value hierarchy

To provide an indication about the reliability of the inputs used in determuning fair value, the group classifies its financial instruments
into the three levels preseribed under IFRS. An exptanation of cach fevel follows undemneath the 1able.

The following table presents the group’s financial assets measured and recognised at fair value:

SAR 000 Level 1 Level 2 Level 3 Total

As at 31 Mar 2017
Financial asscts

Investments at FVITPL:

- US listed securities (current) 140,272 - = 140,272

- Others (non-current) - - 399,850 399,850

140,272 = 399,850 540,122

Investments at FVTOCT (non-current):

= US hsted secunties 8,478,023 - - 8,478,023

- Middle East 747,156 - s 747,156

- Others - - 45,060 45,060
9,225,179 - 45,060 9,270,239

Total financisl assets at fair value 9,365,451 - 444,910 9,810,361

Asat 31 Dec 2016

Financial assets

Investments at FVTPL.

- US listed secunitics (currcnt) 268,449 - = 268,449

- Euro listed securities (current) 337,214 - - 337,214

- Others (non-current) - - 399,850 399,850

605,663 & 399,850 1,005,513

Investments at FYTOCI fnon-curvent):

- US listed securitics B, 185390 - - 8.185.390

- Middic East 742,766 - - 742,766

- Others - - 45,060 45,060
R.028,156 - 45,060 8,973,216

Total financial asseis at fair velue 9,533,819 - 444910 9,978,729

Level 1: The fair value of finencial instruments traded in nctive markets is based on quoted market prices at the end of the reporting
period. The quoted market pnce used for financial assets held by the group is the current bid price. These instruments are included in
tevel 1.

Levetl 2: The fair value of financial instruments that are not traded in an active market is determined using valuation techniques which
maximise the use of observable market data and rely as little as possible on entity-specific estimates. If all significant inputs required 1o
fuir value an instrument are observable, the instrument is included in level 2.

Level 3: If one or more of the significant inputs is not based on abscrvable market data, the instrument is included in level 3. This is the
case for unlisted equity securities.

(i) Valuation technigues used o deiermine fair values

Specific valuation lechniques used to value financial instruments include:
= the use of quoied market prices, rates or dealer quotes for similar instruments; and
- the discounted cash flow analysis.
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9 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS {Continued)
(iii) Fair value measurement - Unguoted equity investment (level 3).

The fair value has been estimated by applying an internal valuation technique. The fair value measurement is based on significant inputs
that are not observable in the market. ‘The fair valuc is estimated to approximately equate the carrying amount.

(iv} Valuation process

The finance department of the group includes a tcam that performs the valuations of non-property items required for financial reporting
purposes, including level 3 fair values. This team reports directly to the Chief Financial Officer (CFO) and the Audit Committee (AC).
Discussions of valuation processes and results are held between the CFO, AC and the valuation tcam at least once every six months, in
line with the group’s half~yearly reporting periods,

The main level 3 inputs used by the group are derived and evaluated as follows:

- Discount rates for financial assets and financizl liabilitics arc determined using a capital asset pricing model to calculate & pre-
tax rate that reflects current market assessments of the time value of money and the risk specific to the asset.

- Risk adjustments specific 1o the counterparties (including assumptions about credit default rates) are derived from credit nisk
grading determined by an international audit rating sgency.

- Earnings growth factor for unlisted equity securities are estimated based on market information for similar types of companics,

Furthermore, the management also takes in to account recent transaction price for same cquity instruments when determining the faic
value.

Changes in level 2 and 3 fair values are analysed at the end of cach reporting period and dunng the half-yearly valuation discussions
between the CFO, AC and the valuation team. As pan of these discussions the team presents a report that explains the reason for the fir
value movements.

(v} Fair value of other financial instrumenis (unrecognised)

The group also has a number of financial instruments which are not measured at fair value in the consolidated statement of financial
position. For the majority of these instruments, the fair values arc not materially different to their carrying amounts, since the interest
receivable/payable ts either close to current market rates (mostly due to frequent re-pricing) or the instruments are short-lerm in nalure,

10 INVESTMENTS

10.1 Movement in investments at FVTOCI, amounting to unrealised gain of SAR 297 million (2016: loss of SAR 1,553 miltion),
represents change in fair valuc and is recording in consolidated statemnent of comprehensive income.

10,2 Gain on investmenis at FVTPL comprises of:

31-Mar-17 31-Mar-16
— SAR '000 —
Gain on sale of investments at FVTPL* 234,827 51,016
Unrealised gain on revaluation of investments at FVTPL 19,787 100.483
254,614 151,499
* Carrying amount of investments amounts to SAR 485.2 million.
11 EQUITY-ACCOUNTED INVESTEES
31-Mar-17 31-Dec-16
- SAR 000 —
At beginning of the period 14,123,741 16,401,258
Additions during the period - 3295275
Capital repayment and dividends - (117.562)
Disposals during the period (5,949) (5.303,478)
Sharc of results from equity-accounted investees (6,568) 130,412
Transfer 1o consolidated subsidinry = (185,831)
Share in other comprehensive income 54,653 (28,067
Unrealised exchange loss on retranslation of equity-accounted investees (61,292) (30,531)
Other - (37,735)
At end of the period 14,104,585 14,123,741
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12 BORROWINGS
31-Mar-17 31-Dec-16
= SAR '000 —
Kingdom Holding Company (KHC) 4,129,789 4,280,089
Kingdom 5-KR-11 Limited (KR11) 3,049,737 3,049,144
Kingdom KR-114 Limited (Savoy) 1,465,753 1,445,744
Kingdom 5-KR-35 Group (George V) 1,389,032 1,430,233
Kingdom Hotel Investments (KHI) 853,535 867.693
Others 125,899 61.438
11,013,745 11,134,341
The above outstanding balance is presented as follows:
31-Mar-17 31-Dec-16
— SAR'000 —
Current
Short-term loans 29,406 30,654
29,406 30,654
Current portion of term loans 488,217 481,880
517,623 512,534
Mon {
Term loans, including long-term: revolving facilitics 10,496,122 10,621,807

13 CONTINGENCIES AND COMMITMENTS

The Group is a defendant in various legal claims arising in the normal course of business. Provision has been established lor certain
claims, based on the information presently available. Management believes (hat the existing liabilitics provided for such claims are
adequate. Any additiona] lizbilitics including any potential zakat and 18x assessments that may vesult in conneetion with other claims
are not expected 1o have a material effect on the Group's condensed consolidated statement of financinl position or condensed
consohidated statement of profit or loss.

There have been no significant change in eapital and operating lease commitments during the period.
14 RELATED PARTY TRANSACTIONS
The Company enicred into vanous transactions with related parties at mutually agreed terms. These transactions, individually or in

aggregate, are not malerial to the intenm condensed consolidated financial statements. Below arc the major transactions entered in
with related partics:

31-Mar-17 31-Mar-16
- SAR '000 —
Revenue camed by TCCL from rental of premises {(offices. apartment and
shops) 10 KHC group compantes 2,365 1,717
Revenue eamed by REIC from rental of villas and housing units 10 KHC group
companics 818 1,312
Finance cost on lean from REIC 271 91
Transactions of KHI with equity-accounted investees 7,125 10411

15 SHARE CAPITAL

Thie share capital as at 31 March 2017, 31 December 2016 and | Japuary 2016 consists of 3,706 million authorized and issued
shares at par value of SAR 10 cach.
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16 OTIER RESERVES
SAR 000 Sharc in other  Exchange differences on Re
comprchensive transtation of forcign measurcments of
income of equity- operations including cmployce benefit Total
accounted equity-accounted ploy blirati
investees investees obligations
At1 Jan 2016 {1,223} (422,287) - {423,510)
Share in other comprehensive income (26,796) - - {26,796)
Actuarial losses on employec benefit .
obligations during the year izl (13543 (15214)
Unrealised exchange loss for the
eriod on retrunslation of forcign - {52,209) - (52,209)
P ! B
operations
At 31 Dec 2016 (29,290} (474,496) (13,943) (517,729
Sh-arc in other comprehensive 54,653 R " 54,653
income
Unrealised exchange loss for the
period on retranslation of foreign - (85,306) - (85,306)
operations
At 31 Mar 2017 25,363 (559,802) (13,943) (548,382)

17 SUBSEQUENT EVENTS
‘The Board of Directors on 11" Apnil 2017 excreised its authority, provided by the sharcholders of the Company, to approve the

dividends of SAR 6559 million for the year ended 31 December 2016. These intenim condensed consolidated financial statements
do not reflect the impact of these dividends.
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