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

Scope of Review:

We have reviewed the accompanying interim consolidated balance sheet of Kingdom Holding
Company - A Saudi Joint Stock Company (the Company) and its Subsidiaries (the Group) as
at 30 September 2008 and the related interim consolidated statements of income for the
three months and nine months then ended and the related interim consolidated statement of
cash flows for the nine months then ended. These interim consolidated financial statements
are the responsibility of the Group's management and have been prepared by them and
submitted to us together with the information and explanations we required. We conducted
our limited review in accordance with generally accepted auditing standards applicable to
review engagements. A review consists principally of applying analytical procedures to
financial data and making inquiries of persons responsible for financial and accounting
matters. It is substantially less in scope than an audit conducted in accordance with generally
accepted auditing standards, the objective of which is the expression of an opinion regarding
the financial statements taken as a whole. Accordingly, we do not express such an opinion.

Conclusion:

Based on our review, we are not aware of any material modifications that should be made to the
accompanying interim consolidated financial statements in order for them to be in conformity
with accounting standards generally accepted in the Kingdom of Saudi Arabia.

Emphasis of a matter

We draw attention to note 5 to the interim consolidated financial statements in respect of the
unrealised losses of certain available for sale investments as of 30 September 2008.

for Ernst & Young

_—

Fahad M. Al-Toaimi
Certified Public Accountant

Registration No. 354

Riyadh: 21 Shawwal 1429H
(20 October 2008)



KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

INTERIM CONSOLIDATED BALANCE SHEET - (Unaudited)

As at 30 September 2008
(SR’000)

ASSETS

Current assets:
Cash and cash equivalents
Accounts receivable and other assets
Net assets held for sale

Total current assets

Available for sale investments
Investments in associates
Investments in real estate
Property and equipment
Intangible assets

Other long term assets

Total assets
LIABILITIES AND EQUITY
Current liabilities:
Bank borrowings
Accounts payable and other liabilities

Total current liabilities

Term loans
Other long term liabilities

Total liabilities
Equity:

Shareholders’ equity:
Share capital
Statutory reserve
General reserve
Retained earnings
Unrealized loss from available for sale investments
Foreign currency translation adjustments and other

Total shareholders’ equity
Minority interests
Total equity

Total liabilities and equity

\

- /A'(\

30 September 30 September
Note 2008 2007

1,546,819 3,070,229
1,665,210 1,559,415

4 364,133 3,383,676
3,576,162 8,013,320

5 28,931,589 47,948,664
6 8,685,465 8,703,421
4,974,899 3,417,671
11,350,664 8,622,954

7 13,381,176 14,685,869
954,508 899,560
71,854,463 92,291,459

8 354,466 229,005
1,895,790 1,872,623
2,250,256 2,101,628

8 19,654,389 17,837,721
2,353,856 2,471,448
24,258,501 22,410,797

1 63,000,000 63,000,000
9 227,524 95,453
1 3,131,106 3,131,106
2,047,726 859,079
5 (29,266,325) (6,817,172)
106,447 175,545

39,246,478 60,444,011
8,349,484 9,436,651
47,595,962 69,880,662
71,854,463 92,291,459

N

The attached notes 1 to 14 form part of these interim consolidated financial statements.

M ae—
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KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

INTERIM CONSOLIDATED STATEMENTS OF INCOME — (Unaudited)

For the three and nine months ended 30 September 2008

(SR’000)

Note

REVENUES
Hotels and other operating revenues
Dividends income
Income from associates, net 6
Gain (loss) on sale of investments 4&5
Other investment income

Total revenues
COSTS AND EXPENSES
Hotels and other operating costs
General and administrative expenses
Total costs and expenses
INCOME BEFORE DEPRECIATION AND
AMORTIZATION, FINANCE CHARGES,
MINORITY INTERESTS AND ZAKAT
AND TAX
Depreciation and amortization
INCOME FROM MAIN OPERATIONS

Finance charges, net 8

INCOME BEFORE MINORITY
INTERESTS AND ZAKAT AND TAX

Minority interests
INCOME BEFORE ZAKAT AND TAX
Zakat and tax 10

NET INCOME FOR THE PERIOD

Earnings per share 12
Attributable to:

Income from operations (SR)
Net income for the period (SR)

\

JK\\

Three months ended Nine months ended
30 September 30 September
2008 2007 2008 2007
1,177,035 1,245,593 3,520,663 3,743,534
257,188 399,027 846,305 1,386,981
54,161 118,363 234,298 249,319
(1,161) 165,045 354,120 234,060
60,472 9,846 189,542 108,954
1,547,695 1,937,874 5,144,928 5,722,848
(790,296)  (824,090) (2,306,950) (2,457,560)
(226,660)  (132,248) (605,930) (397,732)
(1,016,956)  (956,338) (2,912,880) (2,855,292)
530,739 981,536 2,232,048 2,867,556
(108,578)  (109,996) (340,244) (282,944)
422,161 871,540 1,891,804 2,584,612
(145,367)  (353,626) (507,950) (844,111)
276,794 517,914 1,383,854 1,740,501
39,823 (178,673) (72,609) (334,576)
316,617 339,241 1,311,245 1,405,925
90,124)  (113,252) (246,203) (451,393)
226,493 225,989 1,065,042 954,532
0.04 0.08 021 0.26
0.04 0.04 0.17 0.15

The attached notes 1 to 14 form part of these interim consolidated financial statements.
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KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

INTERIM CONSOLIDATED STATEMENT OF CASH FLOWS — (Unaudited)

For the nine months ended 30 September 2008
(SR’000)

Operating activities:
Net income for the period

Adjustments to reconcile net income to net cash from operating activities:
Depreciation and amortization
Income from associates, net

Changes in operating assets and liabilities
Accounts receivable and other assets
Other long term assets
Accounts payable and other liabilities
Other long term liabilities

Net cash from operating activities

Investing activities:
Net assets held for sale
Available for sale investments, net
Investments in associates, net
Investments in real estate
Property and equipment, net
Intangible assets

Net cash used in investing activities

Financing activities:
Bank borrowings and term loans, net
Net movement in Principal shareholder’s current account
Foreign currency translation adjustments and other
Minority interests, net

Net cash from financing activities

(DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at the beginning of the period

CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD

Non cash transactions:
Unrealized loss from available for sale investments
Investments in associates

\

S.\R

The attached notes 1 to 14 form part of these interim consolidated financial statements.

Nine months ended
30 September 30 September
2008 2007
1,065,042 954,532
340,244 282,944
(234,298) (249,319)
1,170,988 988,157
(64,053) (520,716)
(149,381) (6,946)
(55,887) 320,488
389,572 166,246
1,291,239 947,229
1,809,417 2,239,599
(3,076,069) (215,692)
14,526 (1,358,299)
(263,576) (85,722)
(2,292,526) (1,127,358)
(88,587) (223,731)
(3,896,815) (771,203)
1,877,790 438,605
- (490,664)
(74,560) -
39,823 468,298
1,843,053 416,239
(762,523) 592,265
2,309,342 2,477,964
1,546,819 3,070,229
12,708,145 6,817,172
- 1,386,000

g
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KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS - (Unaudited)
30 September 2008

1

ACTIVITIES

Kingdom Holding Company (the Company) is a Saudi Joint Stock Company (JSC) operating in the
Kingdom of Saudi Arabia. The Company was previously formed as a limited liability company and operated
under commercial registration number 1010142022 dated 11 Muharram 1417H (corresponding to 28 May
1996). The Minister of Commerce and Industry approved, pursuant to resolution number 128/S dated 18
Jumada Awal 1428H (corresponding to 4 June 2007), the conversion of the Company into a JSC.

Prior to such conversion, the shareholders of the Company resolved to increase the share capital from
SR 10 million to SR 63 billion by capitalizing the shareholder’s current account and transferred an amount
of SR 3,131 million to the general reserve.

The objectives of the Company are hote] management and operation, general contracting, operation and
maintenance, wholesale and retail trading of construction materials, foodstuff, agriculture products and
metals for non-construction and petroleum products, trading of transportation equipment, advertising,
commercial services, education, medical services, commercial agencies and investment and establishment of
other companies.

The principal activities and the various segments of the Group are described in Note 13.
PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the assets, liabilities and the results of operations of the
Company and its subsidiaries (the Group). A subsidiary is a company in which the Group has, directly or
indirectly, long term investment comprising an interest of more than 50% in the voting capital or over which
it exerts a practical control. A subsidiary company is consolidated from the date on which the Group obtains
a practical control until the date such control ceases.

Minority interest has been calculated and reflected separately in the interim consolidated balance sheet and
interim consolidated statements of income. Significant balances and transactions between the Group
companies have been eliminated in the interim consolidated financial statements.

SIGNIFICANT ACCOUNTING POLICIES

The interim consolidated financial statements have been prepared in accordance with the Saudi Organization
for Certified Public Accountants Standard on Interim Financial Statements. The accounting policies used in
the preparation of the interim consolidated financial statements are consistent with those used in the
preparation of annual financial statements for the year ended 31 December 2007.

Although the Company was converted into a Saudi Joint Stock Company corresponding to 4 June 2007 (the
conversion date), the comparative information for the corresponding period of 2007 have been presented on
the basis that the existing Company continued its activities and that no new entity was created as at the
conversion date. In the opinion of Company’s management, such presentation is more informative and
provides the readers of these interim consolidated financial statements a better understanding of the
Company’s continuing activities.

The preparation of interim consolidated financial statements in conformity with generally accepted
accounting principles requires the use of estimates and assumptions that affect the reported balances of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the interim consolidated
financial statements and the reported amounts of revenue and expenses during the period. Although these
estimates and judgments are based on management’s best knowledge of current events and actions, actual
results ultimately may differ from those estimates.

The Group’s interim results may not be indicative of its annual results of the operations.




KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS - (Unaudited) — continued
30 September 2008

3 SIGNIFICANT ACCOUNTING POLICIES (continued)

The interim consolidated financial statements do not include all the information and disclosures required in
the annual financial statements and should be read in conjunction with the Group’s annual consolidated
financial statements as at 31 December 2007. In the opinion of management, the interim consolidated
financial statements reflect all adjustments (which include normal recurring adjustments) necessary to
present fairly the results of operations for the interim period presented. A brief summary of the principal
accounting policies of the Group is set out below:

Assets held for sale

The Group considers properties to be assets held for sale when management approves and commits to a
formal plan to actively market a property or group of properties for sale and it is probable that the sale will
close within twelve months of the balance sheet. Upon designation of an asset held for sale, the Group
records the carrying value of each property or group of properties at the lower of its carrying value or its
estimated fair value, less estimated cost to sell.

Investments

Available for sale investments

Investments intended to be held for an indefinite period of time, which may be sold in response to needs for
liquidity are classified as available for sale; and are included in non-current assets unless management has
expressed intention of holding the investment for less than twelve months from the balance sheet date, in
which case they are included in current assets. After initial recognition, investments purchased neither with
the intention of being held to maturity nor for trading purposes are remeasured at fair value. Unrealized gains
and losses are reported as a separate component of equity until the investment is derecognized or the
investment is determined to be impaired. On derecognition or impairment, the cumulative gain or loss
previously reported in equity, is included in the interim consolidated statement of income for the period.

Investments in associates

Associates are entities over which the Group has significant influence but not control, generally
accompanying a shareholding of between 20% and 50% of the voting rights. Investments in associates are
accounted for using the equity method of accounting and are initially recognized at cost. Under the equity
method, investment in an associate is carried in the balance sheet at cost plus post-acquisition changes in the
Group’s share of net assets of the associate. Goodwill relating to an associate is included in the carrying
amount of the investment and is not amortized. After application of the equity method, the Group determines
whether it is necessary to recognize any additional impairment loss with respect to the Group’s net
investment in an associate. The interim consolidated statement of income reflects the Group’s share in the
results of operations of associates.

Investments in real estate

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 ordinary course of business less cost to
complete, redevelopment and selling expenses. Real estates are derecognized when either they have been
disposed off or when the investment property is permanently withdrawn from use and no future economic
benefit is expected from its disposal. Any gains or losses on the retirement or disposal of investments in real
estate are recognized in the interim consolidated statement of income in the year of retirement or disposal.

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is considered the fair value as at the date of acquisition. Following initial
recognition, intangible assets are carried at cost less any accumulated amortization and any accumulated
impairment losses. The useful lives of intangible assets are assessed to be either finite or indefinite.
Intangible assets with finite lives are amortized over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be impaired. The amortization period and the
amortization method for an intangible asset with a finite useful life are reviewed at least at each financial
year end. Intangible assets with indefinite useful lives are tested for impairment annually either individually
or at the cash generating unit level. Such intangibles are not amortized. The useful life of an intangible asset
with an indefinite life is reviewed annually to determine whether indefinite life assessment continues to be
supportable.




KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS - (Unaudited) — continued
30 September 2008

3 SIGNIFICANT ACCOUNTING POLICIES (continued)

Term loans

Term loans are recognized initially at fair value, net of transaction costs incurred; and any difference
between the proceeds (net of transaction costs) and the redemption value is recognized 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 a right to defer settlement of the liability for at least twelve months
after the balance sheet date.

Borrowing costs directly attributable to the construction of qualifying assets, which are assets that
necessarily take a substantial period of time to prepare for their intended use, are added to the cost of those
assets, until such time as the assets are substantially ready for their intended use. All other borrowing costs
are recognized as an expense in the interim consolidated statement of income when incurred.

Revenue recognition

Hotel revenues are recognized when services are performed or when food and beverages are sold. Other
revenues are recognized when services are provided and ultimate collection is reasonably assured.
Management fees and other revenues from managed properties are recognized when performance conditions
have been met, in accordance with the terms specified in the related management contracts.

Revenue from real estate leasing operations is recognized on accrual basis, rateably over the term of the
lease. Revenue from sale of real estate is recognized upon the execution of sale contract and the delivery of
the real estate, whichever comes last.

Dividends income from available for sale investments is recognized when the right to receive the dividends
is established. Commission income is recognized as the commission accrues.

Foreign currencles

The interim consolidated financial statements are presented in Saudi Riyals, which is the Company’s
functional and presentation currency. Each entity in the Group determines its own functional currency, and
as a result, items included in the financial statements of each entity are measured using that functional
currency.

At the subsidiary level, transactions in foreign currencies are initially recorded in the functional currency rate
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are
retranslated at the functional currency rate of exchange ruling at the balance sheet date. All differences are
taken to the interim consolidated statement of income.

At the consolidation level, financial statements of foreign subsidiaries are translated into the presentation
currency of the Company (Saudi Riyals) using the exchange rate at each balance sheet date for assets and
liabilities, and the average exchange rate for each period for revenues and expenses. Components of equity,
other than retained earnings, are translated at the rate ruling at the date of occurrence of each component.
Translation adjustments are recorded as a separate component of equity.

Segmental reporting

A segment is a distinguishable component of the Group that is engaged either in providing products or
services (a business segment) or in providing products or services within a particular economic environment
(a geographic segment), which is subject to risks and rewards that are different from those of other segments.

Impairment of assets

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss. Where it is not possible to estimate the recoverable amount of an individual asset, the
Group estimates the recoverable amount of the cash generating unit to 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 asset or cash generating unit is reduced to its recoverable amount. Impairment losses are recognized as
an expense in the consolidated statement of income. The recoverable amount is determined at the higher of
an asset’s fair value less costs to sell and value in use.
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NET ASSETS HELD FOR SALE

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

The Group has classified the following assets and related liabilities as held for sale:

30 September 30 September
2008 2007

Total Net assets Net assets
Description Total assets Habilitles held for sale held for sale

(SR’000) (SR’000) (SR’000) (SR’000)
Assets held for sale by the Company 537,474 173,341 364,133 356,250
Assets held for sale by FRHI - - - 3,027,426
Net assets held for sale 537,474 173,341 364,133 3,383,676

During the nine months ended 30 September 2008, FRHI completed the sale of certain assets held for sale
and reclassified others back to property and equipment.

The Group recognized a net gain of approximately SR 100 million during the nine months ended 30
September 2008 (30 September 2007: SR 234 million) from the sale of assets held for sale.

AVAILABLE FOR SALE INVESTMENTS

Available for sale investments consist of the following:

30 September 30 September
2008 2007
SR’000 SR’000
Quoted:
Local and regional 5,746,862 6,312,580
International 19,395,640 41,364,662
25,142,502 47,677,242
Unquoted: .
Local and regional 2,442,252 271,422
*&
International 1,346,835 -
28,931,589 47,948,664

* During the nine months ended 30 September 2008, the Company made additional investments in National
Air Services Company (NAS) for SR 1,858 million, increasing its total investment in NAS to SR 2,402
million. Such investment is reported as “unquoted local investments”.

" During the period ended 30 September 2008, the Group has invested in structured notes linked to certain

equity indices, for a net amount of SR 948 million, which is reported under “unquoted international
investments”.

The changes in market value of the available for sale investments as of 30 September 2008 and
30 September 2007 amounted to approximately SR 29,266 million and SR 6,817 million respectively, have
been reported under “unrealized loss from available for sale investments” in the shareholders’ equity. Such
unrealized loss has resulted from the decline in the value of certain quoted international, regional and
domestic equity investments. The Company is expected to perform a review on such investments in
connection with its annual financial statements for the year ended 31 December 2008, to assess whether
there is an objective evidence that this decline in value of such investments is considered to be other than

temporary.

During the nine months ended 30 September 2008, the Company sold certain quoted international
investments and realized a net gain of SR 237 million (30 September 2007: SR nil).
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6 INVESTMENTS IN ASSOCIATES

Following is the movement of investients in associates:

Nine months ended  Nine months ended
30 September 2008 30 September 2007

SR’000 SR’000
At the beginning of the period 8,465,693 5,709,803
Movements during the period, net (14,526) 2,744,299
Income from associates, net 234,298 249,319

At the end of the period 8,685,465 8,703,421

During the nine months ended 30 September 2007, the Group made additional investments in Four Seasons
Incorporation (FSI), a Company registered in Canada, for SR 2.258 billion. Consequently, this transaction
increased the Group’s ownership in FSI from 22% to 47.5%.

7 INTANGIBLE ASSETS

30 September 2008 30 September 2007

SR’000 SR’000
Goodwill 9,468,364 10,406,454
Other intangible assets 3,912,812 4,279,415

13,381,176 14,685,869

Goodwill includes the portion relating to the goodwill of minority interests’ subsidiaries, aggregating
SR 3,070 million (2007: SR 3,425 million).

8 BANK BORROWINGS AND TERM LOANS

30 September 2008 30 September 2007

SR’000 SR’000

Current:
Banks overdraft 56,859 99,866
Short term loans 21,443 56,153

78,302 156,019
Current portion of long term loans 276,164 72,986
Bank borrowings 354,466 229,005
Non— current:

Long term loans, net of current portion 19,654,389 17,837,721

During the nine months ended 30 September 2008, the Group capitalized borrowing costs of
SR 118 million (30 September 2007: SR nil) that were incurred in connection to the development of real
estate projects.
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9 STATUTORY RESERVE
In accordance with the Saudi Arabian Regulations for Companies and the Company’s by-laws, 10% of the
Company’s net income is required to be transferred to a statutory reserve. The Company may resolve to

discontinue such transfers when the reserve equals 50% of the share capital. The reserve is not available for
distribution.

10 ZAKAT AND TAX

Zakat and tax reported in the interim consolidated statements of income consist of the following:

Three months ended Nine months ended
SR’000 _ SR’000
30 September 30 September 30 September 30 September
2008 2007 2008 2007
Zakat 9,245 9,843 27,338 26,172
Income tax charge / (credit) 10,354 (11,210) 9,955 71,179
Withholding tax on foreign dividends 70,525 114,619 208,910 354,042
90,124 113,252 246,203 451,393

Zakat for the period represents the Zakat due on the Company and its local subsidiaries. The Group’s
subsidiaries that are incorporated outside the Kingdom of Saudi Arabia are subject to related tax laws of the
country of operations. Foreign dividends are subject to withholding taxes.

11  CONTINGENCIES

The Company and its consolidated subsidiaries are defendants in various legal claims arising in the normal
course of business operations. Provision has been established for certain claims, based on the information
presently available. Any additional liabilities including any potential tax assessments that may result in
connection with other claims are not expected to have a material adverse effect on the Group's financial
position or results of operation.

12 EARNINGS PER SHARE

Earnings per share attributable to income from operations is calculated by deducting ‘finance charges® and
‘certain non recurring income included in other investment income’ from ‘Income from main operations’
and dividing the amount obtained by the number of shares outstanding of 6,300 million.

Earnings per share attributable to net income for the period is calculated by dividing net income for the
period by the number of shares outstanding 6,300 million.

13  SEGMENT INFORMATION
The Group’s primary activities are organised into the three segments, as follows:
International - The principal activity includes investments in international quoted securities.

Domestic and Regional - The principal activity includes investments in securities quoted on the Saudi stock
exchange, the regional stock exchanges and investments in associates.

Private equity - The principal activity includes investments in private equities, managed funds and other
entities existing within the structure of the Group.
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14

SEGMENT INFORMATION (continued)

Hotels:

The principal activity of this segment includes investments in subsidiaries and associates that are in the
business of managing and owning hotel properties and related activities.

Real Estate and Domestic:

Real Estate - The principal activity includes the ownership and development of land and real estate projects.

Domestic - The principal activity includes investments in local subsidiaries and associates.

The total assets and total liabilities as at 30 September 2008 and 30 September 2007, total revenues and net
income for the three month and nine month periods then ended, by segment, are as follows:

SR ‘000’
ment
2008 Real Estate
and
Equity Hotels Domestic Total

Total assets 31,184,929 33,307,562 7,361,972 71,854,463
Total liabilities 13,578,936 9,942,917 736,648 24,258,501
Total revenues:

For the three months ended 30 September 344,953 1,061,516 141,226 1,547,695

For the nine months ended 30 September 1,376,304 3,280,800 487,824 5,144,928
Net income:

For the three months ended 30 September 140,150 86,310 33 226,493

For the nine months ended 30 September 854,551 184,743 25,748 1,065,042

SR ‘000’
Segment
2007 Real Estate
Equity Hotels and Domestic Total

Total assets 49,903,232 36,387,515 6,000,712 92,291,459
Total liabilities 11,424,822 9,920,359 1,065,616 22,410,797
Total revenues:

For the three months ended 30 September 513,144 1,324,020 100,710 1,937,874

For the nine months ended 30 September 1,579,236 3,771,143 372,469 5,722,848
Net income:

For the three months ended 30 September 122,987 110,100 (7,098) 225,989

For the nine months ended 30 September 673,182 275,915 5,435 954,532

COMPARATIVE FIGURES

Comparative figures have been reclassified where necessary to conform with the current period’s

presentation.
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