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AUDITORS" REPORT
TO THE SHAREHOLDERS OF KINGDOM HOLDING COMPANY
(A SAUDI JOINT STOCK COMPANY)

Scope of Audit

We have audited the accompanying consolidated balance sheet of Kingdom Holding
Company, a Saudi Joint Stock Company (the Company) and its subsidiaries (the Group) as
at 31 December 2008, and the related consolidated siatements of income, cash flows and
changes in equity for the year then ended, These consolidated financial statements are
the responsibility of the Group's management and have been prepared by them and
submitted to us together with all the information and explanations which we required, Qur
responsibilify is to express an opinion on these consolidated financial statements based on
aur audit, Except for the matter referred to in the qualification paragraph, we conducted
our audit in accordance with auditing standards generally accepted in the Kingdom of
Saudi Arahia. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatemant. An audif includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audif also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable degree of assurance to enable us to exprass an opinion on the consolidated
financial statements.

Qualiflcatlon

As described in Note 10 to the consolidated financial statements, the Group has
substantial investments in "Available for Sale" eguity instruments. Given the significant
difficulties in the global financial markets and their resuliant impact on the decline in
prices of its equity investments, management considers that the current quoted prices of
equity instruments do not necessarily reflect their fair values. Accerdingly, in assessing
the amount of impairment, management has considered certain information and financial
analysis generally available from independent parties, which relate to assumptions and
expectations ef future performance of such investments. As we are unable {o assess the
reasonableness of such information because of its inherent nature, we have not been able
to determine the adequacy of the decline ather than temporary in the value of available
for sale investments and the resulting effect on the net toss for the year; while this has no
effect an the reported shareholders’ equity at the year end, as the decline in market value
has already been reflected in equity.

Qualified Opinlon

In our opinion, subject to the effect of such adjustments, if any, to the net loss for the year
ended 31 December 2008, as described abhove, these financial statements taken as a whole
present fairly, in all material respects, the financial position of the Group as at 31
Becember 2008 and the consolidated results of its operations and its cash flows for the
year then ended in accordance with accounting standards generally accepted in the
Kingdom of Saudi Arabia.

-

Abdulaziz A, Mspwalllm 27T FamiE Farah 262 Ahrdulaziz Alshukaibl 339
Fahad M A&l-Tnaim 354 Abdulhamid M. Bushnag 185 Ahmed | Boda 366
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Emphasis of a Matter

Without further qualifying our opinion, we draw attention to Note 2 to the consolidated
financial statements in respect of the first financial period of the Company after its
conversion to a Joint Stock Company and basts of preparation of the consolldated
financial statements.

for Ernst & Young

Fahad M. Al Toaimi
Certified Public Accountant -
Regisfration No. 354 / E ‘x.\'
£ r’;il.-—i‘ o

FROEESSILANL .Eg_||
!

o CHRE Hle

5
a‘y

Rivadh: 27 Safar 1430H
(22 February 2009)
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KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

CONSOLIDATED BALANCE SHEET

As at 31 December 2008

ASSETS

Current nssets:
Cash and cash equivalents
Arcounts receivabla
Prepaviments and other assets
et nssets held for sale

Total curtenl assels

Available for safe myostments
Tnvesiments tn associates
Investments in real estate
Property and equipment
Intangible assets

Cther long term assets

Taotal assets
LIABILITIES AND EQUITY

Current liabilities:
Bank borrowings
Avcounts payable
Acerucd cxpenses and other Habilities

Total current liabilities

Loans and bank borrowings
Dwe to principal shareholder
Other long term labilities

Taotal liahilities

Equity;
Sharehalders’ equity:
Share capital
Statutory reserve
General Teserve
{Accumuiated losses} retained earnings

Unrealized loss from available for sale tnvestments
Foretgn currency translation adjustments and gther

Total sharehaolders’ equity
Minority inmterests
Total cquity

Total liabilities and equity

Noge

SO W] SR

11
1]
12
13
14
15

16
17
18

16
20
21

23
13

24

208
SR 'RO5

1,892 544
564,879
856,342
214,133

3,527,898

0,213,249
10,311,433
4,194,878
11,130,267
11,561,797
7144607

50,714,328

400,632
550,547
1,522,692

2,473,871

15,00, 342
2,212,547
2,078,758

21,765,538

3,000,000
121,020
3,131,106
(28,321,995)
(15,695,927
(119,423)

21,614,781

T.334,510

28,949,291

50,714,820

S

The-auached notes 1 to 34 form part of these consolidated financial statements.

2mz
SR 0

2,309,542
756,403
B44.754

2,173,550

6,084,045
38,820,915
3,465,693
4,711,323
9,398,382
13,167,732
805,127

81,453,221

219,536
544932
1,406,745
2,171,213
i7.811,329
1,564,284

22,047,026

63,000,800
121,020
3,131,106
1,089,185
(16,300,930
181,046

51.221,427
8,184,765
39,406,193

81,453,221

[——  ____}

\
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KINGDOM HOLDING COMPANY {A SAUDI JOINT STOCK COMPANY)

CONSOLIDATED STATEMENT OF INCOME

Year ended 31 Decomber 2008

REVENUES:
Hotels and other operating revennes
Dividends incone
Incorne fTom associales, net
Crthers

Tatal revenues
COSTS AND EXPENSES:
Hotels and other operating costs
General and adminisirative expenses
Total costs and expenses
GROSS PROFIT
Depreciation and amortization
Finarnce charges, net

{Loss} gain on disposal of investments, net

(LOES) INCOME FROM OPERATIONS

Decling other than temporary in avaifable fir sale investments

Impairment of intangibles and others

(LOS5) INCOME BEFORE MINORITY INTERESTS AND

ZAKAT AND TAX
Minority interests
{LOSS) INCOME BEFORE ZAKAT AND TAX
Zubkal and tax
NET {LOSS} INCOME FOR THE YEAR
{Loss) earnings per share for the year (SI)
Atiributoble to

{Lozg) income from operations
Nel {loas) encorne for the year

2008 2007
Note SR'600 SR 0
4,770,824 5,000,501
25 971,928 1,779,906
11 204,994 333,147
210,945 44,126
6,158,391 7,157.680
(3,159,171 (3,230,548)
26 {845,182 (861,527)
(4,004,353) {4,112.075)
2,154,135 3,045,603
13,14 {460,74i5) (434,739)
16 (T19,674) (1,077.323)
910,11 (15,236,401) 277,268
(14,262,583) 1,810,311
19 (£2,256,000)
11,12,14 (3,000,000)
(26,518,583} 1,810,811
24 (58,511) (141.201)
{29.577,004) 1,669,610
19 (334,086) (459,405)
(29,911,181 1,210,205
32
(2.26) 0.29
(4.75) 0,19

st

m, The attached notes | to 34 form part of these consclidated financial statements.

-
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KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

CONSOLIDATED STATEMENT OF CASH FLOWS
Year ended 31 Decamber 2005

208
SR
Orperating activities:
(Loss) income belore zakat and tax (29,577,094}
Adjustments to reconcile net (Inss) income to net cash from
opcratng actvities:
Depraciation and amotization 460,746
Income from associates, nat {204,994)
Decling other than temporary in available for sale investments 12,256,000
Impairment of intaneibles and others 3,000,000
Loss (gain) on disposal of investments, nel 15,236,401
1,171,059
Chaoges in Operating Assels aod Liabilitics
Accounts receivable and other assels (20,064)
(ther long term assets (d1%,480)
Accounts payable and other Habilities Glk,562
Other long term liabilities (185,996)
Cash irom operatons 506,081
Zakat and tex paid (273,084)
Net cash from aperatng acdvities 332,995
Tnvesting Activities:
Assats held for sale, net 1417
Available for sale investnenss, net 317,986
Dividends received from associates 170,912
Invesiments in associates, net {109,376)
Invesimenls in real eatale (157,689
Intangible assets (391,331)
Praperty and equipment, net 175,227
Net cash from (used in} investng activities 13,146
Financing Activities:
Louns and bank borrawings (2, 730,07 L}
Net movement in awounts doe to principal shareholder 2,212,547
Minority intervests (245415)
Met cash nsed in financing activities {762,939)
DECREASE IN CASH AND CASH EQUIVALENTS (416, 798)
Cuash and cash equivalents at the beginning of the year 2,309,342

CASH AND CASH EQUIYALENTS AT THE END OF THE YEAR 1,892,544

b

The attached notes 1 o 34 form part of these consolidated financial statements,

U7
SR M

[.669,810

434,739
(333,147}

{277,268

1,493,934

(562,45%)
87,487
364,540

(196,133

1,187,370

(424.405)

762,965

2,215,218
{309,137)
133,772
(1,070,518)
(1,379,374)
(500,652)
772,472

(238,217)

502,944
(1,087,357}
(108,957)

{593,370}

(168,622

2,477,904

2,305,342

\ k)
g T
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KINGDOM HOLDING COMPANY (A SAUDIJOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008
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ACTIVITIES

Kingdom Holding Company (the Company) is a Saudi Joint Stock Company (J5C) operating in the
Kinpdom of Saudi Arabia. The Company was previeusly formed as a Hmited bability company and
operated under commercial registration nwnbered 1010142022 dated 11 Mubarram 1417H {comresponding
to 28 May 1996).

The oljectives of the Company are general contracting, operations and maintenancs, wholesale and retail in
conghuction materials, foodstuff and agricultnral products, eommercial services, acquisition of Iand o
develop real estate projects for selling or leasing purposes.

The Minister of Commerce and [ndwstry approved, porseant io resolution nmnber 128/ dated 18 Jumada
Awal 1428H (corresponding to 4 June 2007), the conversion of the Company into a JSC. Prios (9 such
conversion, the sharcholders of the Compaty increased fhe share capital from SK 10 million to
SR 63 billion by capitalizing the amount due to the principal shareholder and transferring the balance of
4R 3,131 miilion to the general reserve.

Az approved by the Capital Market Authority, the Company offered for sale in its Inittal Public Cffering
315,000,000 shares representing five per cent (5%0) of the issued share capital of the Company of 6,300
million shares. The shares of the Company commenced trading on the Saudi Stock Exchange on 28 July
2007,

The Company and its subsidiaties {the Group) carry out ifs activities through the following entities:

a)  Kinwgdom 5-KR-TF Limiled (KR-11)}

KE-11 is a limited lLiability company incorporated in the Cayman Islands. The company’s principal activity
represents investrments in international quoted securities, through its wholly owned subsidiaries.

B Kingdom 5-KR-100 Limited (KR-100}

KR-i00 is a limited lability compaoy incorporated im the Cayman [slands. The company's principal
activity represents ownership and management of funds, theongh it associates.

) Kingdom 5-ER-132 Limited (ER-132)

KR-132 iz a limited Hability company incorporated in the Ceymen [glands. The company®s principal
activity includes holding investments in the following subsidiaries and associates that own and manage
chain of hotels:

{rrmership
Suhsidiaries Percentage
0]
Kingdom 5 KR 35 Group (George V) - France 89
Fairmant Raffles Holdings International {(FRHT) - Canada 58
Kingdom Hote] Tovestments {KHI) - Cayman Islkinds 54
Diivect and indirect ownership through XHE
. Orwoership
Associates Percentage (%)
Four Seasens Holding Inc. (FSH Inc.} - Canada 47.5
EKingdom 5-KR-155 Lid (De Bergues) - Switzerland 50
Mivenpick Hetels and Resorts AG {Mévenpick) - Switzerland 33
Breezeroad Limited {Savoy} - Unifed Kingdomn 50
Kingdam XXIT (USA) Limited (Plaza) - United States of America
« Hotel 50
s {Condominium 23
5
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- KINGDOM HOLDING COMPANY (A SAUD! JGINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS {CONTINUED)
31 December 2008

| ACTI¥ITIES (rortinoed)
d} Lacal and regional subsidiaries

The Company has also ownership in the followicg local and regional subsidiaries:

Orvership
Sobsidiaries Percentage (%)
Kinpdom Scheols Company Limited {The School} —~ Saudi Arabia 47
Real Bstate Investment Company (REIC) — Saudi Arabia 39
Fashion Village Trading Company Limited (SAKE) — Saudi Arabia Tz
Medieal Services Projects Company Limited (MSPC) — Saudi Arabia £
Trade Centre Company Limited (TCCL} — Saudi Ambig 36
Consuliing Clinic SAL {Clinic) — Lebanon 50
Kingdom Agriculturs Development Company (RADCO) - Egynt 1{H}

The principal activities of the Group are described in Note 31.

2 BASIS OF PREFARATION

Although the Company was converted inte 2 Saudi Joint Stock Company on 18 Jumada Awal 1428H
{corresponding to 4 June 2007), the comparative financial information have been prepared and presented oo
the basis that the limited Hability Company continued its ectivities and that no new entily was created,
Accordingly, the comparative financial information covers the period from 1 JTanvary 2007 to 31 December
2007, Tn the opinion of the Company®s management, such presenlation is more informative and provides the
users of theze consolidated financial statements a better understanding of the Company’s continuing activities

and the related comparative information.

According to the Company’s by-laws, the first financial statements of the Company should cover the period
from: 4 June 2007 to 31 December 2008, However, as described in the preceding paragraph, the Company has
prepared and prescated the-accompanying financial statements for the period from 1 January 2008 to 31
December 2008 together with comparative financial informaticn for the year from 1 January 2007 fo 31

Decermber 2007, for submisgion W the Capital harket Awthority.

The consolidated financial statetments inclode the assets, liabilities and the results of operations of the Group.
& subsidiary s a company in which the Group has, directly or indirectly, long term nvestment comprising an
interest of more than 50% in the voting capital or over whick it exerts a practical eontrol. A subsidiary
company is consolidated from the date on which the Group obtains a practical control vntil the date such
conirol ceases. Minority interests bave been calculated and reflected separately in the consolidated balance
sheet and consolidated statement of income. Significant balanees and transactions between the Group

companies have been eliminated in the consolidated financial statements,

3 SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statemenis have been prepared in accordance with accounting standards zenerally

accepted in the Kingdom of Saudi Arabia. The significant accounting policies adopted are as follows:

Accounting convention

The consolidated financial statements are prepared under the historical cost convention as modified to

include the measuremnent af fair value of available-for-zale invegtments.

Laxir and cash equivalenis

For the purposes of the cansohidated statement of cash flows, cash and eash equivalents consists of bank

balances, cash on hand, and shori-term deposits with an onginal maturity of three months or less.
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- KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK. COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED?}
31 December 2008

3 SIGNIFICANT ACCOUNTING POLICILES (continued)

Assats held far sale

The Group considers properties to be assets hefd for sale when management approves and commilz 1o a
formal plan to actively marke! a property or grovp of properties for sale and it is probable that the sale will
close within twelve months of the balance shect. Upon designation of an asset held for sale, the Group
tecords the carmying value of each property or proup of properties at the Iower of its carrying value or its

estimated fair value, less estimated cost to sell.

Jmvestmanis
Avafluble for sale vestments

Investments intended to be beld for an indefinite period of time, which may be sold in response to needs for
liquidity are classified as available for sale, Svch investments are included In non-eurvent assets wnless
managemenl has expressed intention of holding the investrment for less than twelve months from the balance
sheet date, in which case they are included in current assefs. After initial recognition, Investments purchased
neither with the mtention of being held to matwrity nor for rading purpeses are remeasured at fair vale.
Unrealized gaing and lossss are reported as a separate component of equity until the invesiment is

derecognized or the investment is determined to be mpaired.

Investinerts in associctes

Associates are enfities over which the Croup has significant influence but not control, generally
accormpanying a sharcholding of between 20% and 50% of the voting rights. Invesiments in associates are
acepunted for using the equity methed of accounting and are initially recognized at cost, Under the- equity
method, investiment in an associate is carried in the balance sheet at cost plus post-acquisition changes in the
Group’s share of net assefs of the asspcjaie. The consolidated statement of income reflects the Group's share

in the results of operations of associates.

frmvesiinents in real estote

Real estates that are being developed for future purposes are recorded at the lower of cost and net realizable
value. Net realizable value is the estimated selling price in the ordipary course of business less cost to
complets, redevelopment and selling expenses. Real estates sre derscogntzed when cither they have been
disposed off or when the investment property i3 permanently withdrawn from ege and no fohre economic
benefit is expected from its disposal. Any galns or losses on the retirement or disposal of investments in real

estate are recognized in the consolidated statement of income in the year of retirernent or disposal.

Aceonnls receivakle

Accounts receivable sre stated at originel invoice amount less a provision for any uneollectible amounts, An
estimated allowence for doubiful accounts is made when collection of the invoiced arount is no lonper

probable, Bad debts are written-off when ineurred.

Inventories

Ioventories are stated at the lower of cost and market value. Cost is detennined based on a weighted average

basis. Appropriale provision is made for obsolete and redundant inventory.

Business combination ond geodwill

Business combinations are accounted for using the purchase method. This involves recogmzing identifiable
assets (including previously unrecognized intangible assets) and Mabilities (including contingent liabilities

and exeluding future restructuring) of the acquired business at fair value,

Goodwilt acquired in a buginess combination is initiafly messured at cost being the excess of the cost of the
busincss combination over the Group’s interest fn the nct fair value of the acquiree’s identiffable agsets,
liabilities and contingent liabilities. Fellowing initial recognition, goodwill is measured at cost less any
accumulated impaivment losses. For the purpose of impairment lesting, poodwil! acquired in a business
combination is, from the acquisition date, allocated o each of the Group’s cash generating uwits, or group of
cash generating units, that are expected to benefit from the synergies of the combination, irrespective of

whether other assets or liabilities of the Group are assigned to thoge units or groups of units.
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KINGDOM HOLDING COMPANY (A SéUDI JOINT STOCK COMPANY)

NOTES T0O THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2003

3 SIGNIFICANT ACCOUNTING POLICIES {continued)

Business combiration aud goodwill (contined)

Each unit or group of units to which the goodwill is allocated represents the lowest level within the Group at

which the poodwill is monitored for internal management purposes.

Where goodwill forms part of a cash-generating unit (or group of cash generating wnits) and part of the
operation within that unit is disposed of], the goodwill associated with the operation disposed of is included in
the carrying amount of the operation when determining the gain or loss on disposal of the operation.
Goodwill disposed of in thig cirenmnatance is measured based on the relative valnes of the operation disposed

of and the portion of the cash-generating unit retained.

Teitemgible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a bysiness combination is considerced the fair value as ar the date of acquisition. Fellowing initial
recophition, intanpible assets are carried at cost less any accmnulafed amortization and sny accummlated
impairment losses. The useful lives of imtangible assefs are assessed {0 be either finite or indefinite.
Intangible assets with finfie lives are amortized over the veefil economic life and aseessed for impairment
whenever there is an indication that the intangible asset may be impaired. The amortization pericd and the
amortization method for an intangible asset with a finite usefinl life are reviewsd at least af each financial year
end. Intangble assets with indefinite useful lives are tested for impairment annually either individually or at
the cash generating unit level. Such intangibles are ot amortized. The vseful life of an intangible asset with
gn indefinite life is veviewed annually to determine whether indefinite life -assessment continnes to be

supportable.

Fropergy and cquipment /depreciation

Property and equipment are stated at cost less accurnulated depreciation and any Impairment in value,
Freshold land and construction work in progress are not depreciated. Depreciation is calculated on a straight

line basis over the estimated osefial lives of the assets.

Leasehold improvements are amortized on a straighi-line basis over the shorter of the useful lifs of the
improvement or the term of the lease. Expenditures for repair and maintenance are charged to the
consolidated statement of income. Betterrtents that inerease the value or materially extend the life of the

related assets ars capifalized.

Loans und bank borrowlngs

Lozns and bank borrowings are recognized initially at fair value, net of transaction costs mcurred; and any
differences between the proceeds {net of transaction costs) and the redemption value are recogmized in the
consolidated statement of income over the period of the loan using the effective interest method. Loans are
classified as current liabilities unless the Group has the right and intention to defer settlement of the Hability

for at lenst twelve raonths afler the balimes sheet date.

Borrowing costs directly ativibutable to the construction of qualifying assets, which are assets that necessarily
take a substantial period of time to prepare for their infended use, are added to the cost of these assets, until
such time as the assets are substantially ready for their intended nse. All other borrowing costs are recognized

as an expense in the consolidated stmtement of income when incurred,

Accoumits papable aud aceruals

Liabilities are recagnized for amounts to be paid in the heture for goods or services received, whether billed

by the supplier or not.

Provisions

Provigions are recognized when the Group has an obligation, Iegal or constroctive arising from a past event,

and the cos to settle the obligation are both probable and may be measured reliabiy.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED?
31 December 2003

SIGNIFICANT ACCOUNTING POLICIES {coniinued})

Pension end otfter posi pasgployment benefiss

Certaln companies within the Group operate defined benefit pension plans and other post retirement plans,
primarily life insurance and health care coverage, for certain grades of employees. Pepsion bepefits are based
principally on years of service and compensation rates near retirement. The cost of these benefit plans iz
actuatialiy determined using the projected benefit method pro-rated bazed an the employees’ terms of service
and management's best estimate of expected plan investmeni performance, salary escalation, retirement ages
of employecs and expected health care costs.

Employees " tenninal bengfits
Provigion it made for amounts payable under the Labor Laws in the respective countries in which they
operate, applicable to employees' accurulated periods of service atf the halanee sheet date.

Revenne recoguition

Hotel revenues are recognized when services are performed or when food and beverapes are sold, Other
tevemies are recopnized when services are provided and ubtjmate collection is reasonably assured.
Management fieeg and ofher revenues from managed propertes are recoghized when performance conditions
have been met, in accordance with the terms specified in the related manapement contracts.

Revenue from real estate leasing operations is recognized on acerual basis, ateably over the term of the
[ease. Revenue fTom sale of real estate is recognized upon the execution of sale contract and the delivery of
the real estete, whichever comes last. - -t

Dividends income o avaflable for sale investments is recognized when the right to reerjve the dividends is
established. Counnission income is recognized as the commission accrues.

Leases

Teases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified
as operating leases. Gperating lease payments are recognized as an expense in the consolidated statement of
income on & straight-line basis over the lease term,

Expenses
Operating eosts of the Group are teported as hotels and other operating costs. Cther expenses, including

selling and marketing expenses are elagsified a5 general and adminisiration expenses. Development costs are
capitalized only when economic feasibility of the project has been demonstrated. Tn the ahsence of economic
feasibility, such cost i expensed when meurred.

Zakat and tneorre tox

Zakat
Zakat is provided for in accordance with the Saudi Arabian fiseal regulations. The provision is charged to the
consolidated statement of income.

frcone fax
Subsidiaries operating cutside the Kingdom of Saudi Arabia are subject to the income tax regulations of the
comniries in which they eperate. The provision, if any, i= charped 1o the consolidated statement ol income.

Dferved tex ovsery and [iabifities

Deferred tax assets end liabilities are recognized for al! temporary differences at the current rates of taxation
applicable in the relevant jurisdictfon. The carrying amount of deferred tax assats is reviewed at each balance
sheet date and reduced to the extent that it is no langer probablz that sufficient taxable profit wiil be available
in the near futore to allow all or part of the deferred tax asset to be wtilized.

Sepmentol veporting

A segment 15 a distinguishable component of the Group®s that iz engaged either In providing products or
gervices (3 business segment) or in providing products or services within a patticelar economic environment
{a geographic segment), which is sutject 1 risks and rewards that are different from those of other sepments.
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KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 Decesitber 2008

3 SIGNIFICANT ACCOUNTING POLICIES {continned)

Foreign crrrencies

The consolidated financial statemnents are presented in Saudi Rival, which is the Company’s fupctional
ahd presentation corrency. Each subsidiary in the Group determines its own functionel corrency, and as a
result, items included in the finaocial stalements ol each sobsidiary are measured using that functional

CUITENEY.

At the subsidiary level, transactions in foreign cumenciss are initially recorded in the functional currency rate
ruling at the date of the trangaction. Monetary assetz and liabilities denominated in foreign currencies are
retranslated at the fimetional currency rate of exchange ruling at the balance sheet date. All differences are

taken to the consolidated statements of inconie.

At the consolidation level, finaneial staterments of loreign subsidiaries are franslated into the presentation
ewrrency of the Company (Saudi Rivels) using the exchange rate at each balance sheet date for assets and
lizbilities, and the average exchange rate for each period for revenues and expenses. Components of equity,
other than retained earninge, are iranclated ai the rate ruling at the date of cecurrence of each component,

Translation adjustinents are recorded as a separate component of equity.
Impairmertt

Tangible and intangible assets

At each fiscal vear end, the Group reviews the carrying amounts of its long term tangible and ntangible
aszets to determine whether there iz any indication that those assets have suffered an imnpainment loss. If any
such indication exists, the recoverable amount of the asset 1s estimated in order to determine the extent of the
impairment loss. Recoverable amounts were determined on the basis of value-in-use calculations. Where it is
not possible to estimate the recoverable amount of an individual aasset, the Group estimates the recoverable

amount of the cash generating unit fo which the asset belongs.

If the recoverable amount of an asset or cash generating unit is estimated to be less than its carrying amount,
the carrying ameont of the asset or cash penerating unit iz reduced o fig recovergble amount. hnpairment

Iosses are recognised in the consolidated staternent of income.

Finaneial aeceds

An assessment iz made at each balance sheet date to determine whether there is an objective evidence that a
specific financial asset may be impaired. If such evidence exists, any impairment loss is recognized in the

consolidated statement of income. Impairment is determined as (o] lows:

{g8) Tor assets carried at fair value, Impairment is the difference between cost and fair value, less any

impairment loss previously recognized in the consolidated statement of incoms;

(b}  For assets carried at cost, impainment is the difference between carrying value and the present value of

Tuture cagh lows diseoupted at the current market rate of return for a similar financial agset,

For impairment of available for sale ijmwestments, the unrealized gain or loss previously reported in

shareholders’ equity js incleded i the consolidated statement of income.

Eise of csfinates

The preparation of the consclidated financial statements requires the Group mapagement to make estimates
and assumptions that affect the reporied amount of Anancial assets and liabilities at the date of the fnancial
statements and the resultant provisions and changes in fair value for the year. Such estimates are necessarily
based on assumnptitons about several factors involving varying, and passibly sipnificant, degrees of judgment
and vncertainty and actual results may differ from management's estimates resalting m future changes in

estimated liabilities.

Falr valpes

For investments traded in organized markets, fair value is determined by reference to quoted market prices.
For unquoted cquity invesiments, fuir value is determined by refarence ta the market value of 2 similar

mvestment or is besed on the expected discountad cash Fows.

10
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KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2008

4 BUSINESS ACQUISITION

The Group cartied out several busimess acquisitions dering the vears ended 31 December 2008 and 2007,

During 2007, KHI acquired a significant equity infereat of %0% in Mamlaka Langkawi - Malaysia (a hotel owning
company) and other hotels for a total purchase consideration of around SR 1 billion. The initial accounting of the
purchase price aflocation (PPA) for the acquisition was only provisional at end of 2007, as the fair value to be
asgigned to the acquirees’ identifiable asscts and liakilities covld be only determined provisionally. Such FPA wasz
eotnpleted only in 2008 and KHT recognized ingignificant adjustments to reflect the PPA.

Dhuring 2008, KHI acquired an additional 30% equity intercst in Kingdom Kenya 01 Limited (2 hofel owning
company) for SR 38 million.

In addition to the above, during 2008, ETII acquired an additional 10% in Swvrian Saudi Tourlsm Investments
Company (a subsidiary that owns a hofel in Damascus} for a pwchass consideration of SR 30 million and
recopnized additional goodwill amonoting Lo SR 17 mitlion,

The Group’s business acquisitions that are accounted for as associates have been set out in ‘investments in
associates” (nofe 11).

5 CASH AND CASH EQUIVALENTS

2008 2007
SR80 ARG
Bark balances and cash 1,204,608 1,176,628
Short term deposits ' 637,846 1,132,714
1,892,544 2,300,342

Sheort-tenm deposits are made for varying perfods between one day and three monibs depending on the #mmediats
cash requirements of the Company and its subsidiarics, and earn interest at foating rates.

i1
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KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2008

& ACCOUNTS RECEIVAELE

2008 2007
SR'906 SR 000
Trade receivahles 620,737 309,478
Allowance for impairmoent {55,858) {53,075)

564,879 756,403

Ag at 31 December 2008, trade receivables amounting to SR 56 million {2007: SE 53 million) were impaired.
Movemsnts in the allewance for impairment of receivables were as follows:

2008 2007
SR04 SR00
At the begioning of the veor 53,075 28,189
Charpe for the year 39,143 24,584
Ammmis written off (36,3600 -
At the end of the year 55,858 33,073
As at 31 December, the ageing of vnimpaired trade recejvables is as follows:
Post dre {bud nat mpaired)
Not past 30— 60 o = 9@ 96120
SR ‘000 Total due < 38 daps days days digys =130 days
2008 564,879 259,236 05,747 46,092 34438 12,743 141,623
2007 756,403 324,597 39497 87273 58,225 7527 215282

Lmimpaited rade receivables are expected, on the basis of past expertence, to be {ully recoverable. It s not the practice
of the Group to obtain coliateral over trade receivables and the vast majority is, therefore, unsecured.

7 FEEPAYMENTS AND OTHER ASSETS

2508 2007
SR°oaq SR 000
Due from affilintes {note §) 202,116 458,326
Prepaid expenses 151,262 104,548
Irventories 148,701 B9, 769
Advances to suppliers 48,275 71442
Margin deposits 15,070 19,655
Other 97,918 140,814

856,342 344,754

12
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KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)-

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2008

B RELATED PARTY TRANSACTIONS AND BALANCES

Related parties represent associated companies, major shareholders, directors sod key management personnel of the
Group, and entities controlled or significantly influenced by such parties including affiliates. Pricing policies and terms
of these wransactions are approved by the Group’s management.

The following are the details of major related party transactions during the year and balances at the end of the year:

Related Natureaf  Amourds of trransactions Balances
party trarsaction SRG00 ER068
2808 2007 2568 2007
Due from Duge to Dy from Dae fo
{rote 7) {rote 18} fhate 7) frote 18}

Affiliates  Reverues 131,477 43,605
292,116 103,501 458,526 164,140

Direct costs 414,248 127,652

For significant transactions betwesn the Company and its principal shareholder, please refer to Note 20.

2 NET ASSETS HELD FOR SALE

The Company’s management and the mmanagement of a subsidiary, Fairmont Raffles Holdings International (FRHI)
approved and committed to a formal plan to actively market certain identified propertics for sale.

The Group has classified the following assets and refated labililics ag held for sale:

2008 2007
SR'000 SE 000

Curremt ageels 47,740 101,432
Property and equipment 200,439 2309815
Orther assets 457,590 493,315

771,768 2,904,812
Current and other liabilities (557,636) (731,262)
Met balanee 214,133 2,173,550

Dhring the vear ended 31 Decemnber 2008, FRHI completed the sale of eortain assets held for sale and teclassified
others back to property and equipment (pote 13).

The Growp recopnized a net gain of approximately SR 107 million during the vear ended 31 December 2008 {31
Decemnber 2007: SR nil) from the disposal of assets held for sale.
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KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

NOTES TC THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

31 Cecember 2008

11 AVAILAEBLE FOR SALE INVESTMENTS

fa} Available {or sals (AFT) investments consist of the following:
2008 2007
SR000 SR'000
Ouoted:
Local and regional 4,054,713 B,388,765
International 5,110,441 20,623,645
9,175,154 38,212,410
Unguoted:
Local and regional 38005 603,505
9,213,249 38,520,915
(b}  The movement in available for sale investinents is sst out below:
2008 2007
Onoted Unquarted Toral Total
Ry SR'GoG SRoa0 SR 406
Cost. i
At the beginning of the year 54,513.340 608,505 55,121,845 34,550,145
{Disposals)/additions, net * f17,386,23%) (273200 (17,413,57% 371,700
Decline other than lemporary ** (12,256,000 - (12,256,000) -
Transfers - (343,090 {543,000} -
At the end of the year 24,871,081 38,005 24909175 55,121,845
Unrealized lass:
At the begmninyg of the year (16,300,930% - {16,300,930) -
Druring the year, net (11,650,9%7) - {11,650,99T) (16,300,930}
Drecline other than temporary 12,256,000 - 12,256,004 -
ét the end of the vear (15,695.927) - (15,695,927) {16,300,530)
Net eomrying owtounis:
At 31 December 2008 5,175,154 33,005 9,213,249
At 31 December 2007 38212410 608,503

38,820,915

*  Durng the year ended 31 December 2008, the Company disposed off certain available for sale investments

and realized a net loss of SR 15,343 million {31 Decernber 2007 SR, nil},

** Given the cwment significant difficulties in the global financial markets and their resultant impact oo
volatility and prices of equify instrments, management has considered that the current quoted prices of its
avaflable for sale equity investmentls do not necessarily reflect the fair values in all cases. In assessing the
amount of the impalrment, management has considered certzin factors and information and financial analysis
generally available from unrelated third parties, which inclpde assumptions and expeetations of future
performance and market behavior. Based on this review, the Company has determized the impairment loss to
ke SR 12,256 million {2007: 5B nil), which is reported in the consolidated statement of mcome.

14



0 T I O T I A O

|-1
H
—

EEEEeEEBER00o0n00ugiugnouy

E]

KINGDOM HOLDING COMPANY {A SAUDI JOINT §TOCK COMPANY)

NOTES T THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUEL)
31 December 2008

10 AVATLABLE FOR SALE INVESTMENTS (ontinued)

{c} The cumualative change in the market value of the available for sale investmenis for the vears ended 31
Decaember 2008 and 31 December 20067 (net of decling other than femporary} of approximately SR 15,698
million and SR 16,301 million respectively, have been repoded under “unrealized loss from available for
gale investments™ in the shareholders® equity.

{dy Included in ‘unquetsd’ caption, are investments carmied at cost with a value of 5B 38 million (2007: 5B 603
million}, whose fair velue cannot be reliably determined due to the unpredictable natore of the related
futire cash fiows and accordingly are stated at cost.

(=) Certain available for sale imvestments are used as a collateral against loans and bank borrowiogs of the
Company and its subsidiaries (mote 16),

1 INVESTMENTS IN ASSOCIATES

(2) Following is the movemnent of investments in associates during the year ended 31 December:
2008 2007
SR'000 SR'O0)
At the beginning of the year- - 8,465,693 5,709,802
Acquired during the year * 2,677,320 3,581.427
Share in results of associates, net 204,994 333,147
Dividends received (170,912} {133,772}
Dispazed during the year ¥ (14,625) {877,625}
Impairment of associates (note 14) (700,004 -
Beserves and translation adjustments (151,047) {47,286)
At the end of the year 10,311.433 5.465,603
* Acguisitions:

Fear ended 31 December 2008

During December 2008, the Company completed the legal formalitfes for the acquisition of 37% of National Alr
Services (NAS) - Saudi Arabia. NAS is engaged in the sale and leasing of aireraft fractional shares, as well as
aircraft management, operations and maintenance and commercial services.

During the year, the Company also acquired further 3.5 million shares of Saudi Research and Marketing Group (a
Saudi Joint Stock Company - SEMG) from its principal sharehodder, ar a purchase consideration of SR 188 million,
based on market price of SRMG on the datc of acquisition. The aggregate ownership of the Company in SRMG is
30% at the end of the current year,

Year ended 31 December 2007

Kingdom Hotels International, a wholly owned subsidiary of the Comnpany, along with other mvestors completed the
acquisition of Four Seasons Holding e, (FSHI), a compaty regisierad In Canada, and converied FSHI info a
privately owned company. The consideration paid by the subsidiary was SR 2,258 million, which increased its
equity owncrship in FSHI from 23% to 47.5%.

Prior to the Company’s conversion to 8 JSC, the prineipal shareholder contributed 20.4 million shares representing
26% in SEMG for & consideration of SE 1,385 million,

15
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- KINGDOM HOLDING COMPANY {A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED}

31 December 2008

11 INVESTMENTS IN ASSOCIATES (contioued)

*% Disposals:

Feur ended 31 December 2008

The Company decided to sell its interest in Al Azizia Commercial Investment Company (a Sawdi Iimited liability
company’), and accordingly transferred the related amonnts t0 *pet assets held for sale’ {note 9).

Yoar ended 31 December 2007

Fairmont Raffles Hotels Intemmational {FRHI} - a subsidiary, sold its investments in certain associates, resulting in a
pain ol 5B 277 million, which was reported in the consolidated statement of income in 2007,

{bY  Details of investnents in associales are sommarized as follows:

Associates of the Company:

Fouwr Seasons Holding Inc. — Canada

Mational Aviation Services — Saud: Arahia

Sandi Research and Merketing Group — Saudi Arabia

b tvenpick Hotels & Resorts AG - Switzerland

Breezerpad Limited {Savoy) — United Kingdom

Eingdom X XTI (USA) Limited (Plaza) — United Stetes of
America

Al Azizia Commercial Investment Company — Sandi

Arabia

Others, net

Associaies of Subsidiaries:

Naovapark Caire Co. — Egypt

Manoir Richelieu Limited Partmership - Canada
Alexandna Saedi Co. for Touristic Projects — Egypt
Others - Various

2008

b Aot

Owrership  SR'000
47.5% 4,484,073
37% 2,102,282
0% 1,612,752
33% 432,495
S0% 207,370
28.50% 195416
2{1% -
Varinos 102,372
#3194 386,181
2554 142 875
3094 134,470
Various 509,147
10,311,433

%

207

Amounf

narship  SR'000

47.2%

26%
33%
50%

25-50%0

20%
Yarious

434
25%
39t
Varjons

4,374,380
1,431,785

— - 424389
207,370

204,542

187,524
237,533

339,017
E45,125
I.013
384,813

B.465,693

16
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KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY}

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS {CONTINUED)
31 December 2008

12 INVESTMENTS IN REAL ESTATE

2008 2007
SR80 SR 00
Investments in land — Sandi Arabia 3,956,480 4,419 80D
Other investments 238,308 201,514
4,194,878 4.711,323

During the year ended 31 December 2008, the Group capitalized borrowing costs of SR 157 million (2007 SR nil)
that were incurred in connection to the development of its real estate projects.

The Group carried out its annnal impairment testing of its real estate properties. The Group neted, based on market
conditions and market prices of similar real estafe properties that, the real estate values had suffered impairment,
Accordingly, the Company recorded an impairment Ioss in the consolidated statement of income of SR 674 million
{31 Pecember 2007: SR nil), which represents the shorifhll between the ¢ost and the net realizable value of the
investment.

17
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KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
31 December 2008
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(@

{b)

(e}

INTANGIBLE ASSETS
mtangible assets comprise the following:
2008
SR*000
Goodwill 7.901,381
Cthers * 3,659,916

11,561,797

2007
SR'000

9,279,054

3,888,678

13,167,732

* (Others includes management contracts that relate to subsidiaries that are In the hotel business, Such
intangibles have definite lives and are amortized over the duration of the contracts. Amortization has been

teported in the consolidated statement of income,

Goodwill represents the excess of consideration paid by (be Group over their interest in the net fair value of
the subsidiary’s identifiable assefs, Habilities and contingent liabilities. Moat of the goodwill balance shown
abeve resnlted from the Company’s acquisition of major subsidiaries in the hetel buginess that toek place at

the end of 2006,

Movement in goodwili during the vear is set out below:

2008
SR04
At the bepinning of the year . 9,279,054
Impairment during the vear (see {c) below) {826,000)
Share of minority inlerest {604,708}
Adjustments to provisional accounting under
business combinations and other 53,535
7,901,881
hmpaicment:

i Impairment fext

2007
SR000

0,928 822

(649,768)

0279054

Impairment tegt is cammied out annually by manapement of the Group for their subsidiaries and associates,
For the purposes of impairment testing, each subsidiary and associate {that ownz a Hotel or Hotel-brand)

was eansidered as a single cash penerating unit (CGU).

At 31 December Z008, management has performed a coraprehensive revicw to determine recoverable
amounts of goodwill for subsidiaries. Recoverable amounis were based on the value-in-use ealeolations,
For associates, the entire carrying amount of the investment in an asseciate was tested for impairment, by
comparing ite recoverable amount (higher of value in use and fair valve less costs to seli) with ifs carrying

OGNt

Ag a result of the impafrment testing, management has determined that the carying values of certain
investraents were higher than their recoverable amounts, Accordingly, amounts of SE 326 million
and SR 700 million {note 11} (31 December 2007 nil), at the Group level, were hopaired relating to

subgidiaries and associztes, respectively.

19
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KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK. COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
31 December 2008

14

15

INTANGIBLE ASSETS {continucd)
ii. Basis of deterinining recoverable amounts

As mentioned above, the Group has determined the recoverable amovnts based on the value-in-tise, which
is computed according to discoumted cash flows (DCF) for a projected period that ranges between five ta
ten vears, in line with industry standards. Cash flow projections were based on budpets approved by
management apd projections beyond the budpets are extrapolated using estimated growth rates. In
mmanagement's opinion, the growth rates used in the cash flow projections do not exceed the lonp-ferm
average growih rates for the Hotel segment in which the Group operates.

These projections are based on the past experience of management, which has been able to forecast DCF
over longer periods. Discoont rates used by manesgement to discount the projections range between 10%; to
14%, which reflect specific risks relating to the hotel industry.

The value {n use caleulation is most sensitive to changes in the following key assumptions:

= Growth raies
+ Working capital and capital expendibmres assumptions
= Discount raics
¢  Termioal value calculation
OTHER LONG TERM ASSETS . -
2668 2007
SR 668 SR00G
Refimdable assets 223358 al1,318
Long term advances 193,625 473 914
Deposits for post employment benefits 133,500 158,000
Others 224,124 110,393

14,607 805,127

Long term advances represent funds provided by consolidated subsidfaries to their affiliates to finance their
working capital requirements. The resulting inter-company balances camy inferest at commercial rates.

20
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KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED

31 December 2008
16 LOANS AND BANK BORROWINGS
The following is 4 summary of loans and bank Borrowings at 31 Decernber;
2008 2007
SRG00 SR 000
CURBRENT
Banks overdrafi 45,009 46,853
Short term loans 24,404 87,213
Crrent portion of loans 311,219 85,468
400,632 219,536
NON - CIURRENT
Loans * 15,000,362 17,011,529
15,400,994 18,131,065
Thetails of loans by entity are as follows:
Kingdom Holding Company (KHC) 5,286,150 1,942,402
Fairmoot Raffles Heldings International (FRIII) 3,548,375 3,727,500
Kingdom 5-KR-11 Lid. 2,433,566 8,619,963
Kingdom 5-KR-33 Group (George V) 1,508,958 2022217
Kingdom Hotel Investments (KHI} 1,520,675 1,083,172
Trade Centre Company Limited (TCCL) 269577 305,877
Others 333,093 445 504

15,400,994 18,131,063

* The balancs of loans as at 31 December 2008 is reported oet of certain cazh collateral of SE. 3,018 miilion
£2007: SR nil), as the Group has a legally enforceable right to set off the borrowings and cash collateral

znd the manapement infends to zetile these amounts on a net basis,

Following is a brief summary of the Grounp's main loans:
Kingdom Holding Company (KHC)

KHC loans of SR 5,286 million wera obtained from local banks and consfst of several facilifies including a
syndicated loan amounting to SR 3,000 million, which was obfained during 2008, The loans carry borrowing
cost based on Saud! Inter Bank Offered Rate (SIBOR) plus spread and are secured against certain available

for sale investments.

The bank borrowing agreements containg covenants which, among other things, require that cortain finangial
ratios, dividends distribution and cquity Be maintsined. Consistent with the practice in prior years, the
maAnagement expects fo continue to rollover these faciliies (except syndicated loan) at least for the perfod of

next twelve months. The syndicated loan i3 due in 2017.

Fairmont Raffles Holdings International (FRHI)

FRHI has facilities from various banks. The snnual weighted average mterest rate as at 31 December 2008
was 2.45% (2007: 3.9%} These facilities are secured by certain assets end contain certain covenants with
respect to debt level, interest coverage and repayment of debt from the proceeds of asset sales. As at 31
December 2008, the balance incinded SR 2,061 million (2007: SR 2,075 million) denominated in US Dollar,
SR 1,019 millien (2007: SR 1,114 million) denominated in Singapore Dollar and SR 354 million (2007: SR

538 million} denominated in other foreign currencies. The loans have a final maturity date during 2011,
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KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK. COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
31 December 2008

14 LOANS AND BANK BORROWINGS (continued)

Kingdom 5 KR-11 Lid. {ER 11)

K& 11 lpanz carry floafing interest rates, which are caleufated on a base rate plos a spread based on the
cwrency of borrowing. The facilities ate secured by certain available for sale mvestments. Consistent with
the practice in prior years, the management will confinne o rollover these facilities at least for the period of

next bwelve months.

Kingdom 5-KR-35 Grouwp {tFeorge V)

The lpans of SR 1,909 mitlion as of 31 December 2008 (2007: SR 2,022 million) are secured by a pledpe
over the hote] building. The loan agreements include cerfain financial covenants, such a3 debt service
coverage ratio, hotel value coversge ralio and maintenance of security deposit. The loans carry floating

mterest rate {based on Euro Libor thres months rate) and mature in 2012,

Kingdom Hotel Investments (KF}

The loans of SR 1,521 millien are with different muturties within the next ten vears period and camy floating
interest ate, This rate j calenlaicd on baze rate plos a spread for the curtency of the borrowing, The facilities
are secured throuvgh repistered mortpage and lien over several properties, deed of support and order notes.
Loan agreements include certain financial covenants with respect to debt service ratic and interest coverage
ratio. As at 31 December 2008, loans of SR 833 million (2007: SR 535 million) are denominated in US
Dollar, SR 181 milion (2007: SR 152 million) are denominated in Euro, S& 100 million {2007: SR 124

millien} are denominated in Thai Baht avd the temaining balance is denominaied in different currencies,

Trade Centre Company Limited {TCCL)

TCCL arranged a syndicated loan originally amounting to SR 400 miltion with a local baok, to partly finance
the kingdom Centre Project. The unpaid loan balance amounted to SR 270 million as at 31 December 2008
(2007: S 306 million) and is secured by various order notes fiom the partners of TCCL. The Ioan carries a
commission mate caleulated at SIBOR, plus commiszion margin of F.5% an quarierly basis and will be fully

repaid by 31 December 2013,

{iher loans

The remaining balance represents various loan fhcilities obfained by certain subsidiaries of the Company.
These facilities carry inferest calculated on floating base rate plus a spread based on the currency of
borowing, The facilities are secured against mortgage on properties, business inferruption nsurance and

assignment of proceesds.
17 ACCOUNTS PAYARBER
2068 2007
SR000 SR
Trade payablos 505,951 487,382
Other payables 44,504 371,550
550,547 544,932
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- KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

NOQTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED

31 December 2008

18 ACCRUED EXPENSES AND OTHER LIABILITIES

2008 2007

S&'ea0 SR04

Employees related accruals 429,658 484,017
Borrowing costs payable 315,838 77,511
Income taxes payabls (note 19 (0)) 205097 189678
Deposits fiom customers 109.603 101,193
Due to affiliates (note 3} 13,601 164,140
Zakat (note 19(a)) 31,552 39,069
TUnearmned revenue 46,418 87,120
Other 280,920 284,019
1,522,692 L 406,745

19 ZAKAT AND TAX
Zzkat and tax expense reporied m the conselidated statement of incorme consist of the following:

2e08 2007

SR'Ga0 SR'000

Zakat - 37580
Tncome tax charpes (credit) 91,311 (43,593)
Withholding tax on foreign dividends 242,775 465,718
334,086 459,405

(1) Zakat

The Zalcat obligations foc the year represent the Zakat due on the Company. The movement in the Zakat

provision for the vear ended 31 December iz a3 falbows:

2068 2007

SK°God SR000

At the bepinning of the year 39,4060 2,108
Provision during the year - 37,380
Paid diring the year {7,517 (619)
At end of the year (note 18) 31,552 35,060

U opobCobcoooogoLdtL

Zakat asscesments in espect of the Company’s assessable amounts have been apreed with the Department of
Zakat and Income Tax (DZTT) up to 2002, The returns for the years 2003 through 2006 bave been subrmitted
by the Company but not yet (inalized by the DZIT. The return for the year 2007 is in the process of being
filed.
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KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED

31 December 2008

19 ZAKAT AND TAX (coniinued)
(a}  Zalat {confinned)

The provision is hased on the following:

Equity
Opening allowances and other adfustments
Book value of long term assefs (net of related financing)

{Adjusted lozs)/zakatable income for the year
Zakat base

Fakat due

2008
SR°Bt0

67,341,311
19,488,412

(76,554,797)

10,274,926

{14,262,583)

(3,987,657)

2007
SR'G00
66,252,126
17,532,150
(88,615,554}

(4,837,248}

1,303,200

£,303,200

37,580

Mo zaleat iz due for the year ended 37 Decernber 2008 (2007 SR 38 million) since zakal base is negative and

the resuits of operation for the year was # less.

B}  Income fax

The Group’s subsidiaries which are incorporated outside the Kingdom of Sandi Arabia are subject to related
tax laws of the country of aperations. The income tax payable was SR 205 miilion and SR 190 million as at

31 December 2008 and 2007 respectively {note 18).

c} Deferred tax

Deferred tax lisbilitics and assefs at 31 December related to the follpwing:

2008

2807

;20 agy

G oggnaoonootnna

FRAF CGeorgeV 1971 TOTAL TOTAL
SR'G6G SRG00 SR'o0G Ry SR GG

Deferved tax liabilities:
Froperty, equipment and infangible assets 1,197,730 236,079 7361 1,511,080 1,660,321

Oihers 138,000 1,944 96,351 236,295 231,146
Grass deferred tox labilities 1,335,750 238,023 [73.712 1,747,485 1,391,467
Deferred tax assets:

Tax losses carried forward (63,2500 {15,200} (32,412} (112,862} (165,844)

Provisions - (3,138) {9,527y 13,115y (130,175)

Others {106,874} (3432} - (116308) (231,954)
(Fross deferred fax assets (172,126) (27,8200  (42339) (242,285) (527,979

2008 - Net deforred tax: Hability (rote 21) 1,163,624 210,203 131,373 1,505,200

M7 - Net deferred taxe Hability (nove 31) 1,103,250 198,708 61,534 1,363,492

24
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KINGDOM HOLDING COMPANY {A SAUDI JOINT STOCK COMPANY)

NOTES TOQ THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
3! December 2008
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DUE TO PRINCIPAL SHAREHOLDER.

During December 2008, the principal shareholder provided a loan to the Company of S8R 1,202 million
(Z007: SR nil), This loan carries interest at normal commercial rates and bas no specific repayment date. In
addition, the principal shareholder fransfeired to the Company certain personally owned quoted securitics,
aggregating to SR 311 million. These securities were transferred at market price between the Company and
the principal shareholder.

OTHER LONG TERM LIABILITIES

2008 2007

SR'eeg SR'000

Deaferred taxes (note 19e)} 1,505,208 1,363,492
Post employment bensfits 301,136 391,340
Retention payabls 164,034 19,586
Deaferred workers' compenzation 75375 107,603
Other 33,013 32,201
2,078,758 1,964,284

SHARE CAPITAL

The shareholders of the Company resclved in 2007, to increase the share capital from SR 19 million to
SE 63,000 million. Accordingly, the approved share capital of the Company consists of 6,300 million shares
of 5B 10 zach.

STATUTORY RESERYE

In accordance with the Saudi Arabian Regulations for Companies, the Company must set aside 10% of itg net
ineome (after deducting lusses of brought forward) in each year until it has built up a reserve equal to one
half of the capiral. In view of the net loss for the vear ended 31 December 2008, nio such transfer has been
made. This reserve is not available for disiribution.

MINORITY INTERESTS

This balance represents the share of the minority partoers in the following companisg:

2008 2007

Tl meinority Strare in Toiad Shme in
interests tiet incorne (loss)  minoriy Buerests  net income (losg)

Narme of the cutity SR'0D SRP60 SR000 SR000
Fairmont Rafifles Holdings Tnt’l, 3,216,636 (66,202) 3,851,987 38429
Kingdom Hote] Investments 3879.0m 58,811 3100978 75,129
Real Estate Investment Company 163,749 16,203 223270 7,095
Trade Center Cotnpany Limited 693,723 60,897 843,854 24,327
Others 181,401 (5,198) 155,679 (4,279
7,434 518 58,511 B, 184,708 141201

Total mmority interests includes goodwill relating to mmority interests, sggregating SR 2,341 million
{31 December 2007; SR 2,545 million).
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KINGDOM HOELDING COMPANY (A SAUDI JOINT STOCK COMPANY) -

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
31 December 2003
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27

DIVIDENDS INCOME

2008
SR000
Intermational 527128
Local and regional 144,800
971,928

GENERAL ANB ADMINISTRATIVE EXFENSES
2008
SR'800
Employes costs 271,51
Development and project costs 00065
Professional fees 81,731
Selling and roarketing expenses 80,121
Repairg and matnbenance 42,549
Utilities and office expenses 5247
Insurance 9,558
Other 225110
845,182

COMMITMENTS

8 Capital expenditures

2007
SR'G00

1,646,540
133,366

1,775,906

2007
SR

373,207
14,925
102,191
32,287
108,307
57,009
13,822
159,775

861 527

j——_ |

The Group has on-going projects to construct, operate and renovate hotels, and these projects are at various
sitages of completion. The total outstanding capital commitments as of 3] December 2008 emounted (o

SR 757 million: (2007; SR 502 million).

h. Operating lease commitments

The Group has varions commitments under operating leases. Futare minineum aonval payments under these

leases are as follows:
2008
SR G00
Within one yvear 263,816
Later than one year but not later than 3 years 676,934
Thereafter 684,375
1,625,125

2007
SR 000

182,250

344,125
484,125

1,210,500
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KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY )

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
11 December 2008

28 CONTINGENCIES

The Company and its subsidiaries are defendant in varfous legal claims arising in the normal course of
business operations. Provision has been established for cerimin claims, based on the information presently
avaflable. Management belisves that the existing accruals required for such claims are adequate. Amy
additional liabilifies including any potential tax, asscasments that may result in connection with other elaimy
are not cxpected to have a material effect on the Group's finencial posiiion or results of operation.

A subsidiary of KH] was subject to a review by the Department of Value Added Tax - Beinnt, Lebanon and
az 3 result was charged additfonsa! taxes and fines in the amount of SR 74 millon. The subsidiary lhas
provided an amount of SK. 1.5 million as of 31 Decemnber 2008, which management believes is adequate and
that will be payable fllowing appeal against the asscasment,

In the normal course of Dusiness, the Grovp may provide debt guarantees, indemmification for the act of
divectors and officers, indemnification in the event of business dispositions and certain other indemnification
to counter parties that would require the Group to perfiorm for such parties or to compensate them. The terms
and conditiong of such arrangements vary based on coniract. No material Habilities and outstanding amounts

_,
i
-

are expected from these arrangements.
23  RISK MANAGEMENT

Intoresy rate risk

S O000000000000D000CUL0O0

Inferest rate risk is the risk that the value of financial instruments will fluctuate due to chanpes in the market
interest rates. The Group is subject to interest rate dsk on its inferest bearing assets and labilities, incleding
Ioanz and bank borrowingz and bank balances.

The sensilivity of the income/expense is the effeet of ihe assumed changes I interest rates on the Group's net
results for one year, based on the flosting rate financial assets and finaneial Habilities held at 31 December
2008 and 2007,

The following table demonstrates the sensitivity of the income/expense based on reasonably possible changes
in interest rates, with all other variables hald constant:

Loarns and bank borrowings Banit halances
Increase/decrease Effect orn naf  Increase/decrease Effect on net
in basls points  resuifs for the year i busis poinis resulfy for the year
SR g SR00e
2808
SR +10¢ {151,333) +iH} 18,326
SR -10i 151,333 -100 (18,326)
07
SR 100 (181,501} +190 22,320
SR 100 181,601 -109 {22.320)
27
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KINGDOM HOLDING COMPANY {A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
31 December 2008

29 RISK MANAGEMENT {continued)

Equeity price risk

Equity price risk is the risk that the fair value of equities may decrenze a2 the rogult of changes in the levels of
equity indices and the value of individual eqnilics. The Group's available for sale investrents are sebject to
price risk as ifs underlying investments are equity instruments. The effect on the lotal equity {as a result of a
change in fair value of equity instmments) due to reasomable possible positive changes in equity indices, with

all other variables held constant Is ag follows:

2008 2007
Change in Effect on Change in Effect on
egaity indices eqEily ety Fedices equity
SR 00 SR8
Dow Jones Industrial Average /
NASDAQ Cormposite 1% 81,163 1% 656,928
5% 405,845 o 3.284 640
10% 811,690 10%, 6,569,280
Tadatnul All Share Tndex 1% 37,162 1%% 58,332
5% 186,310 5% 252 660
19%% 372,620 10% 585,320
{her 1% 1485 1% 8.037
5% 7425 5% 40,285
10% 14,356 10%% 50,570

Lredit risk

Credit risk is the risk that one party will fail to discharge an obligation and will cause the other party to fncor
a financial loss. The Group seeks to manage itz eredit rigk with respect to customers by sctting credit mits

for individual customers and by monitoring cutstanding receivables.

The table below shows the maximum exposure to credit risk for the significent components of the balance

sheet:
2008
SHO00 SE000
Bank balances and short term deposits 1,388,049 2283392
Accommts receivable 564,879 756,403
Other curvent assets 456,379 650,437
Orther long ferm assets 408,068 803,127

3317375 4,495,259

Liguidity risk

Liguidity risk is the risk that the Group will encounter difffeulty in mising fimds to meet commitments
associaled with financial instruments. Liquidity risk may result from an inability to sell a financial asset
quickly at an amount close to ity fair value. The Group manages its liquidity risk by ensuring that bank
facilities are available. The Group's terms of sales require amounts to be paid around 30 days of the date of

sale. Trade payables are noernally settled within 60 days of the date of purchase.
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KINGDOM HOLDING COMPANY-(A SAUDI JOINT STOCK. COMPANY)

'NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED

31 December 2008
29 RISK MANAGEMENT {continued)

Llguidity rick (continned)

The tzble below summarises the matrities of the Group’s undiscounted fipancial Labilities at 31 December

2008 and 2007, based on expected paymment dates:

Lesy than 3o 12 Tws
3 months nonths years =5 yeary
Year ended 31 December 2008 SO0 SO0 SE'660 SR0a0 SR088
Accounts payable, accrued expenses
and other liahilities 518,295 1,554,944 - - 2,073,239
Other long tenn Liabilities - - 2,786,105 - 2,786,105
Loans and bank borrowings 38,683 653,432 13,933,101 775,778  15.400,994
Total 556,978 2208376 16,712,206 775,778 20260338
Less than 3 2 liops
3 months months years = ¥ ypears
Year ended 31 December 2007 SR'O00 SRG00 SR 000 SR SE000
Accounts payable, acerued expenses
and piher liabilitics IT8E8% 1572788 - - 1951677
Other long termn liabilities - - 600,792 - 600,792
Loanz and bank bormowings 52,072 246,432 17,111,383 721,178 18,131,065
Totat 430,961  1,E19.220 17,712,175 721,178 20,683,534
Currency tisk

Currency risk is the risk that the value of financial mstnanents will flucuate due to changes in foreign exchange
tates. The Group is subject fo fluctuations in foreign exchange rates in the noimal course of its business. The
Group did not vadertake sipnificant fransactions in currencies other than Saudi Riyals, U8 Dollars and Canadian

Daollars during the year.

30  FAIR VALUES OF FINANCIAL INSTRUMENTS

03 O 0000 &

(10 ooul

Fait value is the amount for which an asset could be exchanged, or a liability settled between knowledgeable
willing parties in an arm's length ransaction. Fipancial instruments comprise of financiel assets, financial
liabilities.

The Group's financial assels consist of cash and cash equivalents, investraents, receivables and other assets,
The financial liabilities consist of bank borrowings, Lerm loans, payables and other liabilities.

The Group estimates the fair values of its finsucial instruments based on appropriate valuation
methodologies. However, considerable judgment is necessary to develop these estimates. Accordingly,
estimates of fait values are not necessarily an indicative of what the Grovp could realize fn a current market
exchange. The use of differemt assemptions or methodologies may have a material effect on the estimated fair
value amounts.

The Group has determined that the fair values of their financial instruments at year end approximate their
carrying amounts.
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KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
31 December 2008

31

SEGMENT INFORMATION

The Gronp’s primary operations are organized into the following three segments, as follows:

Equity:
Taternationad - Includes investments in intemationally quoted securities.

Domestic ard Regional - melodes investiments in securities guoted on the Saudi and regional stock
exchanpes.

Private equity - Includes investments in private equnities, managed funds and other entities existing within the
structure of the Group.

Hotels;

The principal activity of this segnient includes investments in subsidianes and associates that manape and
owe hotels,

Real Estate and Domestic:
Real Fstate - Includes ownership and development of real estate projects.

Damestic imvestmeants - Inclodes investments in local subsidiares and associates.

a) The Group’s main financial information by business segment, are as follows:

Real Estate

and
31 December 2008 Eqirity Hotels Domesse Toial
SR GG SR8 SLR00 SR'00n
Total revenues 1,300,334 4,204,935 651,322 6,158,591
Gross profit 1,233,086 705,205 211,857 2,154,233

Decling wther than temporary in available for

zale investenents {12,256,000) - - {12.256,000)
Impairment of imaogibles and others (5,000}  (1,825866) (674,134 (3,040,000
Met loss (27,039,858}  (1,329,736) (541,586) (29915186}
Property and equiprment 43,942 0,123,097 1,953,928 11,130,957
Total assets 13,714,268 30,360,009 6,640,542 50,714,829
‘FTotal liabkihites 10,721,489 1264931 779,118 21,765,538
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KINGDOM HOLDING COMPANY {A SAUDI JOINT STOCK COMPANY) -

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED

31

31

32

33

34

December 2008

SEGMENT INFORMATION {contivued)

Real Estate

vt
37 December 2007 Equity Haotels Domestic Total
SR SR SR SR 000
Total revenues 2,020,558 4,575,406 552,146 7,137,680
Gross profit 1,935,303 043,376 162,025 3,045,605
Met income B44 270 364,469 1486 1,210,205
Property and equiprment 43 693 7,316,582 2,038,107 0,308,382
Total assets 41,641,259 32 550 309 7252153 31,453221
Total liabilities 11,124,254 4,057 187 065,585 22,047 026

B) As set out in Note 1 to the financial statements, the Group has diversified investinents in various segments,

concentrated geopraphically as follows:

- Tha aetivitics of ibhe equity segment are mainly concentrated in the United States of Aumerica and the Middle

East.

« The Hotels segment comprises of various “brands’ which are spread in most panis of [he world but mainly in

Europe, North America, the Middle East and Asia,

-~ The Real Estate comprises of significant conceniration of properties in the Kingdom of Saud{ Arabia.

{LOS5) EARNINGS PER SHARE

Lossfearnings per share is calenlated by dividing lessfincome from operations and net lossfincome for the

vear, by the number of shares outstanding of 6,300 million.

SUBSEQUENT EVENTS

Subsequent te the year end, the Group sold cerfain available for sale investmeats, approximately amounting
to SR 1,866 million, and used the proceeds from such sale to settle certain loans and bank; borrowings.

COMPARATIVE FIGURES

Certain of the prior vear amounts have been reclassified to conform with the presentation in the cinrent vear.
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