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Kingdom Holding Company
(Saudi Joint Stock Company)

INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

FOR THE PERIOD ENDED 30 SEPTEMBER 2007



El| ERNST & YOUNG # P.O. Box 2732 a Phone: 2734740

DR.ABDULLAH A. BAESHEN - COUNTRY CO-ORDINATING PARTNER Al Faisaliah Office Tower - Level 6 Fax: 2734730
King Fahad Road www.ey.com/me
Riyadh 11461
Saudi Arabia Registration No. 43
REVIEW REPORT
TO THE SHAREHOLDERS OF

KINGDOM HOLDING COMPANY (SAUDI JOINT STOCK COMPANY)

We have reviewed the accompanying interim consolidated balance sheet of Kingdom
Holding Company — Saudi Joint Stock Company (the Company) and its Subsidiaries (the
Group) as at 30 September 2007 and the related interim consolidated statements of
income for the three and nine months periods then ended and the related interim
consolidated statement of cash flows for the nine months period then ended. These
interim consolidated financial statements are the responsibility of the Company's
management and have been prepared by them and submitted to us together with the
information and explanations we have requested. 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.

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.

We draw attention to note 2 to the interim consolidated financial statements in respect of
the first financial period of the Company after its conversion to a Joint Stock Company,
and to the fact that no comparative financial statements for the period ended
30 September 2006 have been presented.

for Ernst & Young

Fahad M. Al-Toaimi
Certified Public Accountant
Registration No. 354

" PROFES STons, JL |
% ucmczs::v?a‘:/ (5

s/ 0
<

Srgved/

Riyadh: 18 Shawwal 1428H
(30 October 2007)

Dr. Abdullah A Baeshen (66), Abdulaziz A Alsowailim (277), Sami E Farah {168)
Abdulaziz Alshubaibi (339), Fahad M Al-Toaimi (354), Ahmed | Reda (356), Abdulharmid M Bushnagq {155}

Offices in the Kingdom : Alkhobar, Jeddah, Rivadh



KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

INTERIM CONSOLIDATED BALANCE SHEET

As at 30 September 2007
(SR’000)
30 September 31 December
Note 2007 2006
{Unaudited) (Audited)
ASSETS
Current assets:
Cash and cash equivalents 3,070,229 2,477,964
Accounts receivable and other assets 1,559,415 1,038,699
Net assets held for sale 5 3,383,676 4,111,500
Total current assets 8,013,320 7,628,163
Available for sale investments 6 47,948,664 54,550,145
Investments in associates 7 8,703,421 5,502,487
Investments in real estate 3,417,671 3,331,949
Property and equipment 8,622,954 9,497,007
Intangible assets 8 11,260,852 11,037,745
Other long term assets 899,560 892,614
Total assets 88,866,442 92,440,110
LIABILITIES AND EQUITY
Current liabilities:
Bank borrowings % 229,005 181,409
Accounts payable and other liabilities 1,872,623 1,552,135
Total current liabilities 2,101,628 1,733,544
Term loans 9 17,837,721 17,446,712
Other long term liabilities 2,471,448 2,160,417
Total liabilities 22,410,797 21,340,673
Shareholders® equity
Share capital 1 63,000,000 10,000
Statutory reserve 11 95,453 -
General reserve 12 3,131,107 -
Retained earnings 859,079 -
Shareholder’s current account 1&12 - 65,740,948
Unrealised loss on available for sale investments 6 (6,817,173) -

60,268,466 65,750,948

Minority Interests 6,187,179 5,348,489

Total liabilities and equity 88,866,442 92,440,110

The attached notes 1 to 15 form part of these interim ¢onsolidated financial statements.
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KINGDOM HOLDING COMPANY (A JOINT STOCK COMPANY)

INTERIM CONSOLIDATED STATEMENT OF INCOME
For the three and nine months period ended 30 September 2007

(SR’000)
For the three For the nine
months ended months ended
Note (Unaudited) (Unaudited)
REVENUES
Hotels and other revenue 1,245,593 3,743,534
Dividends income 399,027 1,386,981
Gain on sale of investments 298,767 367,782
Income from associates, net 118,363 249,319
Other income, net 9,846 108,954
2,071,596 5,856,570
COSTS AND EXPENSES
Hotels and other direct costs (824,090) (2,457,560)
General, selling and administrative expenses (132,248) (397,732)
(956,338) (2,855,292)
INCOME BEFORE DEPRECIATION, FINANCE 1,115,258 3,001,278
CHARGES, ZAKAT AND TAX
Depreciation (109,996) (282,944)
Finance charges, net (353,626) (844,111)
INCOME BEFORE ZAKAT AND TAX AND 651,636 1,874,223
MINORITY INTERESTS
Zakat and tax 10 {113,252) (451,393)
INCOME BEFORE MINORITY INTERESTS 538,384 1,422,830
Minority interests (312,395) (468,298)
NET INCOME 225,989 954,532
T ———— el
Earnings per share for the period (SR) 14 0.04 0.15

The attached notes 1 to 15 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
For the nine month period ended 30 September 2007

{SR’000)
30 September 2007
(Unaudited)
Operating activities:
Net income for the period 954,532
Adjustments to reconcile net income to net cash from operating activities:
Depreciation 282,944
Income from associates, net (249,319
988,157
Changes in Operating Assets and Liabilities
Accounts receivable and other assets (520,716)
Other long term assets (6,946)
Accounts payable and other liabilities 320,488
Other long term liabilities 166,246
Net cash from operating activities 947,229
Investing Activities:
Available for sale investments, net (215,692)
Investments in associates, net (1,565,615)
Intangible assets (223,731)
Investments in real estate (85,722)
Proceeds from sale of investments 2,239,599
Property and equipment, net (920,042)
Net cash used in investing activities (771,203)
Financing Activities:
Bank borrowings and term loans 438,605
Net movement in sharcholder’s current account (490,664)
Minotity interests 468,298
Net cash frem financing activities 416,239
INCREASE IN CASH AND CASH EQUIVALENTS 592,265
Cash and cash equivalents at the beginning of the period 2,477,964
CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD 3,070,229

The attached notes | ta 15 form part of these interim consolidated financial statements.
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KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
30 September 2007

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 numbered 1010142022 dated 11 Muharram 1417H (corresponding to 28 May 1996).

The Minister of Commerce and Industry has 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 increased the share capital from SR 10 million to SR 63 billion by
capitalising the shareholder’s current account and transferring the balance to the general reserve, net of certain
other interitn movements (note 12).

As approved by the Capital Market Authority, the Company offered for sale in its Initial Public Offering
315,000,000 shares representing five per cent (5.0%) of the issued share capital of the Company. The shares of
the Company were officially listed and commenced trading on the Saudi Stock Exchange on 28 July 2007.

The objectives of the Company are hotel 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 of the Group are described in note 15.

BASIS OF PREPARATION

Although the Company was converted into a Saudi Joint Stock Company on 18 Jumada Awal 1428H
{corresponding to 4 June 2007), these interim consolidated financial statements have been prepared on the basis
that the existing Company continued its activities and that no new entity has been created. Accordingly, the
accompanying financial statements cover the period from 1 January 2007 to 30 September 2007. In the opinion
of the Company’s management, such presentation is more informative and provides the readers of these
consolidated interim financial statements a better understanding of the Company’s continuing activities. The
Company intends to send a letter to the Ministry of Commerce and Industry to get their approval in this regard,

The Company acquired most of its assets and liabilities from its principal shareholder as of 31 December 2006.
As a result, management is of the opinion that financial information for the corresponding period of 30
September 2006 is not comparable with 30 September 2007. Accordingly, to provide more meaningful
information to the interim consolidated financial statements, the management has reported comparative balance
sheet as of 31 December 2006, However, comparative interim consolidated statements of income and cash flows
for the nine months period 30 September 2006 were not presented.

PRINCIPLES OF CONSOLIDATION

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

Minority interest has been calculated and reflected separately in the consolidated balance sheet and consolidated
statement of income. All 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 Organisation 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 2006.




KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS - continued
30 September 2007

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

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 amounts 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 revenne 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 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 financial
statements as at 31 December 2006. In management’s opinion, the interim consolidated financial statements
reflect all adjustiments (which include normal recurring adjustiments) necessary to present fairly the results of
operations for the interim period presented.

The Company's interim results may not be indicative of its annual results of the operations.

5 NET ASSETS HELD FOR SALE

During 2007, the Company’s management approved and committed to a formal plan to actively market
certain identified properties for sale. In addition, the management of one of the Group’s subsidiaries,
Fairmont Raffles Holdings International (FRHI) has approved and committed to a formal plan to actively
market certain identified properties for sale. These sales for the identified properties are expected to close
within 12 months.

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

30 September 31 December
2007 2006

(Unaudited) (Audited)
Total Total Net assets  Net assets held
Description assets liabilities held for sale Jor sale

(SR’000)

Assets held for sale by the Company 790,605 (434,355) 356,250 -
Assets held for sale by FRHI 3,440,570 (413,144) 3,027,426 4,111,500
Net assets held for sale 3,383,676 4,111,500




KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS - continued
30 September 2007

6 AVAILABLE FOR SALE INVESTMENTS

Available for sale investments consist of the following:

30 September 31 December
2007 2006
{Unaudited) {Audited)
SR’000 SR'000
Quoted:
Local and regional 6,312,580 6,959,535
International 41,364,662 47,534,880
47,677,242 54,494,415
Unquoted:
Local and regional 271,422 55,730
47,948,664 54,550,145

Prior to the conversion of the JSC, the principal shareholder contributed to the Company, at cost, a 9%
ownership interest in Abraj Nas for Commercial Investments (a Saudi Limited Liability Company), the
parent of National Air Services Company, at a value of SR 263 million. Accordingly, this investment has
been reflected above under the available for sale investments captioned ‘unquoted’.

Consistent with the Company’s accounting policy, the change in the market value of the available for sale
investments between 31 December 2006 and 30 September 2007 has been reported under “unrealised loss
on available for sale investments™ in the shareholders® equity,

7 INVESTMENTS IN ASSOCIATES

Following is the movement of investments in associates:

30 September 31 December

2007 2006
(Unaudited) {Audited)
SR000 SR000
Cost:
At the beginning of the period 5,502,487 10,410
Additions during the period ’ 2,951,615 5,493,350
Share in results of associates 249,319 (1,273)
At the end of the period 8,703,421 5,502,487

a) During April 2007, a wholly owned subsidiary (Kingdom Hotels International) completed an offer
along with other investors to acquire the Four Seasons Incorporation (FSI), a Company registered in
Canada, for SR 2.258 billion and to convert it into a privately owned company. Consequently, this
transaction increased the Company’s ownership in FSI from 22% to 47.5%. This acquisition was
financed through term loans (note 9).

b) Prior to the conversion of the JSC period, the principal shareholder contributed 20.4 million shares
representing 25.5% in Saudi Research and Marketing Group (a Saudi Joint Stock Company) for a
consideration of SR 1,365 million.




KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS - continued

30 September 2007

8 INTANGIBLE ASSETS

Goodwill
Brand names
Management contracts

9 BANK BORROWINGS AND TERM LOANS

CURRENT
Banks overdraft
Short term loans

Current portion of long term loans

NON - CURRENT
Long term loans

10  ZAKAT AND TAX

30 September
2007
(Unaudited}
SR’000

6,981,437
3,052,500
1,226,915

11,260,852

30 September
2007
(Unaudited)
SR’0060

99,866
56,153

156,019
72,986

229,005
17,837,721

18,066,726

31 December
2006
(Audited)
SR000

6,983,586
2,895,000
1,159,159

11,037,745

31 December
2006
{Audited)
SR'000

68,054
41,299

109,353
72,056

181,409
17,446,712

17,628,121

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

Three months ended  Nine monihs ended
30 September 2007 30 September 2007

(Unaudited) (Unaudited)

SR’000 SR’000
Zakat 9,843 26,172
Income tax (credit) / charge (11,210) 71,179
Withholding tax on foreign dividends 114,619 354,042
113,252 451,393

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




KINGDOM HOLDING COMPANY (A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS - continued
30 September 2007

11  STATUTORY RESERVE

In accordance with the Saudi Arabian Regulations for Companies and the Company’s articles of association,
10% of the Company’s net income for the period has been fransferred to a statutory reserve. The Company
may resolve to discontinue such transfers when the reserve totals 50% of the share capital. The reserve is
not available for distribution.

- 12 -GENERAL RESERVE

In connection with the Company’s conversion ioto a JSC, the Company’s shareholders resolved to transfer
the remaining balance of the shareholder’s current account as at the date of the conversion amounting to
SR 3.1 billion to the genera) reserve.

13  CONTINGENCIES

The Company and its consolidated subsidiaries are defendant 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. Management believes that the existing accruals required for such claims are adequate.
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.

In the normal course of business, the Group may provide debt guarantees, indemnification for the act of
directors and officers, indemnification in the event of business dispositions and certain other indemnification
to counter parties that would require the Group to perform for such parties or to compensate them. The

terms and conditions of such arrangements vary based on the contract. No material liabilities and
outstanding amounts are expected from these arrangements.

14  EARNINGS PER SHARE

Earnings per share are calculated by dividing the net income by the number of shares outstanding at the end
of the period of 6.3 billion shares.

15 SEGMENT INFORMATION
The Group’s primary operations are organised into the following three segiments, 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 investinent in associates.

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

Hotels:

The principal activity of this segment includes investments in subsidiaries and associates that are in the
business of managing and owning hotels.




KINGDOM HOLDING COMPANY (A SAUDIJOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS - continued

30 September 2007

15 SEGMENT INFORMATION (continued)

Real Estate and Domestic:

Real Estate - The principal activity includes investments in activities relating to ownership and development

of land and real estate projects.

Domesiic investments - The principal activity includes investments in local subsidiaries and asseciates.

The total assets and total liabilities as at 30 September 2007, total revenue and net income for the period

then ended by segment are as follows:

(SR ‘000°)
Investments
Real Estate
Equity Hotels and Domestic Total
Total assets 49.903,232 33,249,518 5,713,692 88,866,442
Total liabilities 11,424 822 9,920,359 1,065,616 22,410,797
Total revenue 1,579,236 3,904,865 372,469 5,856,570
Net income 673,182 275,915 5,435 954,532




