U.S. SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 6-K |
REPORT OF FOREIGN PRIVATE ISSUER

A e TR

02052392
ﬁ 1 For the month of August 2002 / _ / 5[ j“ /Z
| /OZ FOUR SEASONS HOTELS INC. ~—Fe55E0 \
? 1165 Leslie Street \‘\ \
’ Toronto, Ontario | o
Canada M3C 2K8 5{1\ AUG 27 2002 \\
(416) 449-1750 |

§

(Address of principal executive offices.) \L/ 1086 j

Indicate by check mark whether the registrant files or will file annual reports under cover
Form 20-F or Form 40-F.

Form 20-F

the Securities Exchange Act of 1934.

Yes

If “Yes” marked, indicate below the file number assigned to the registrant in connection with
Rule 12g3-2(b): 82- .

This Report on Form 6-K is hereby incorporated by reference to the registrant’s registration
statements on Form S-8, Registration Nos. 333-08576, 333-13290, 333-14080, and 333-13654

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized

PROCESSED
FOUR SEASONS HOTELS INC. )O AUG 2 9 2002
August 26, 2002 ;m%g%\f
//Bﬁ{ando}ph Weisz

Its: Executive Vice President,
General Counsel and Secretary

NY #41541.1




FOounr SEASONS

v e Eae] .
S s P 3o

Shareholder Information

Barbara Henderson,
Vice President, Taxation and
Investor Relations
(416) 441-4329
e-mail:
investors@fourseasons.com

Reservations Information
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please call toli-free:

{800) 268-6282 in Canada
{800} 332-3442 in the
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QOr visit our web site at
www.fourseasons.com
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Regent International Hotels,
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Message to Our Shareholders

Our financial results for the second quarter
continue to reflect a slowdown in the lodging
industry globally and, more specifically, the
continued weakness in corporate travel
demand. In this challenging environment
we are continuing to follow our established
business model and we are doing this
profitably. We believe this strategy positions
us well for future economic recovery and

the period leading up to that recovery.

: _Net e nmgs decreased 35 7% to $18.1 million
~{$0.52 ‘basic eammgs per share and $0.48 dlluted"

30 12002, as compared to $28.2 million {$0.80
; earnmgs per'share and $0.72 diluted. earnings. -
. per share) for the comparable period in 2001. For the -
- six:months.-ended: June, 30, 2002, net earnings . |
g.;._;decreased 42:8%10; $25 8 million {$C.74 basic earnlngs L
per share: and $0. 70 diluted earnings per share) as’
,compared to $452 rnrlhon ($1.29 basic earnings-per--
hare ‘and $1.17 drIUted ‘earnings per share) for the o

: n'a tlme of volatrllty in.corporate proflts N
t ' globalﬁnanma! markets, with a resuiting effect . .
n.ibusines épendlng, including travel demand As

he markets stabilizeand profits return we expect the '
i Al busmess traver demand which typically -
'accompames economlc recovery.. As a resulit of
-the. contrnumg uncertamtaes at present, and given the
“rimportance - of business travel to the maJorrty of -
;-our hotels under.management, we have reduced our
vgurdehnes for RevPAR 'and earnings for the-remainder.:-
.df the year Thes could change further as conditions. .
sehan / ”ever we feel confident the RevPAR 1, .1

and gross operatmg margms realized at Four Seasons’ :
- hotels’ wil continue o' be” industry leading and our -
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Message to Our Shareholders (continued) . .

"efforts are focused on malntammg 0 nhancmg‘ e
“our competmve posmon while we. awalt the ultlmate o
sconomic recovery. SN

Four Seasons contlnues to grow We contlnue to_.,i':
expect the pace of openlngs of our hotels an s
over the-next-two years to be very strong 'l'here
great deal of iriterest m developlng and burldlng luxury
projects, and our development partners:h been‘able
to continue to secure financing’in sction with
these new hotels, To dateiin 2002} Four Seasons
‘properties have opened in Shanghal and Sharm eI,
~Sheikh: Later thls -year, the Company expect
" Four Seasons hotels in ‘Amman, Riyadh and T :
‘ Marunouchl Lodking out over the nex 24 months'the\'
Company expects. to open 18 riew. Four Seasons’ o
. properties;: lncludmg new hotels in. Budapest Istanbul:'
at the Bosphorus and Mlaml “and new:: Tesorts; |n~ o
Jackson Hole, Exuma and Hampshlre England it

We. continue to focus on- |ntroducmg Four Seasons,,,
' propertles ‘to.new key markets enhancmg our ablllty to’ :
attract business o our new-and: exrstrng propertres,
and dellverlng the. unparalleled service our customers‘ 5
expect. We belleve that this strategy will provide the
~best long- -term value for all Four Seasons stakeholders

lsador’e}S'h'a,rp S
(signed) i

.Management's. Discussion and_Analysis,_

¥ of August 2, 2002

he following should be read-in conjunction with the
ccompanymg consolidated financial statements and
wrth the Managemenrs Discussion and Analysrs and the
nancral Staternents “contained the

,Earnmgs

Net earnlngs decreased 35 7% to $18 1 million {$0.52
‘ba _'c earnings per'share and $0.48 diluted earnings per
‘ share) for the threemonths ended June 30, 2002, as
pared 16/828.2° rhillion ($0.80 basic earnings per
re. and: SO 72 dlluted earnings per share) for the
\ vcom'parable perlod in 2001

E'For the' SlX months ended June 30, 2002, net earnings
‘ .v.decreased 42:8%16:$25:8 million ($0.74 basic earnings
'Vj\per share and:$0.70: diluted earnings per share), as
”’;*'j‘compered to $45 2 mrlllon ($1.29 basic earnings per
++Share and $1 17 dlluted earnings per share) for the

g i)comparable penod in 2007, ’

P .Oper'ét'ing“ﬂ:ésu'lt:s*“

:Durlng the quarter those markets that are more

?‘j;dependent upon business travel continued: to -

; nderperform relative to other markets in which’ the

; '”centre hotels expenenced reduced Middle Eastern_
travel demand However, overall leisure travel demand
remained relatlvely strong, a trend reflected in the
RevPAFl results of the majority of the Company’s

o :Mresorts, with the exception of the Company's two resorts

in Bali, whichiiwere -affected by reduced travel to

' Indonesia: ‘Generally, business travel within Europe was . ...

~__not as weak as that-experienced in the US, and hotels
“such as Pans and Mllan {that typically have a.balance

’ rovements dunng the second guarter.

”HevPAR‘ on.a:US. dollar-basis, for worldwide Core
"Hotels? decreased 5:8% during the second quarter of
; OQ2,~ scompared to the same period in 2001. This

2
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<of busmess “and lelsure travel) realized RevPAFl ik




" attributable, in'part, tothe contractton of hotel

.. Management’s Discussion and Analysis (continued)

 decline was cohsistent with the Company’s expectation” "
- of 3 4% to 6% decline for the quarter. The RevPAR. ..
: ;decllne was-attributable pnmarlly 10 lower, occupancy S
levels and a 2.6% declrne in average dally room:rate
dunng the second quarter: of 2002; as compared to the( s
same period.in-2001; The declineiin average dally room . :
rate was a result of a change in sales le Wlth fewer:
suites -and deluxe: fooms belng sold ln the quart
" combined vvlth a greater proportlo n ¢ ol
" volume busi ness The Company I8 contlnulng its:
strategy of malntarnmg the high; | leyel of product andr
services it has conS|stently provrded toiits customers
wrthout compromising room rates.within. a.category::
This strategy should allow the Comipany to malntaln |ts 5
industry-leading service: reputatlon and: average darly -
_room -rates-in-thetnear term and setithe stage.for.
improved ReVPAR reslilts as démand strength‘en
and as corporate busrness travel returns to ‘Mot
normal levels: .

Worldwide Core Hortels:.'gross ‘Operating margin®’
declined 2.3 ‘percentage points from 36.6% in the:
second quarter of 2001 10'34.3%.in. the second ‘quarter”
--of 2002: The decline’in’ gross’ operatlng ‘margin was..

““but was also influenced by lncreases m rnsurance
energy and employee beneflt cost

For the first six months of 2002, ‘ReVPAR6H o
basis, for worldwide Core Hotels decreased 8.9% and. -
the gross operaung margln decllned 2 8 percentage
_points from 35. 6% t032.8%;, as compared tothe:same.
perlod in 2001: e T B

During the second quarter of 2002 RevPAR Jfor:lS:Core
* Hotels, on a US dollar basis, decreased 7 7’°/ and the__
- gross operatlng margln declined 2.8 percentage pornts o
t0 33% from 35. 8% as compared 10! the same: ,
- in 2001, New:York: and Boston. continued.to:be- among" e
the most difficult markets as a' result of reduced levels, .
of business travel: For the first six’ months of! 2002 Tt
RevPAR for US Core-Hotels, on-a US dollar basrs T
decreased 10.2%, and the: gross, op‘e_ratmg margin.

: v‘declined’S' 5 percentage points to 30.8% from 34.3%, . - :

w as: compared to the same period in 2001.

exrco/Canbbean Core Hotels, on a US dollar basis,

cllned‘2 2 percentage points from 35.4% to 33.2%,
1S, compared to.the.same.quarter in.2007. For the
“first six months of 2002, Canada/Mexico/Caribbean
:.Core. Hotels experlenced a decrease in RevPAR, on'a
US dollar basrs of 8 5%-and the gross operating margin
N _decllned 3 4 percentage points from 38.2% to 34.8%;

co _pared to the same penod in 2001.

compared 0. the same :peried in 2001. During- the
“uarter there was a dlvergence of operating performance
5 pe/Mlddle East Core Hotels. Four Seasons
Paris and-Milan both experienced occupancy

Fotels:
“lgvelsiin

) ure and Business traveliers. Four Seasons

..declines: of over.15%asa result of generally weak trave!
- demand those markets

.. Europe/Middie [East Core:Hotels, on a US dollar basis,
: “\decre ed '3.9%.and 'the .gross operating margin
~improved from 138:0%:10 38.2%, as compared to. the
same perlod in;2001. Europe/l\/lrddle East Core Hotels

k 'expenenced
jﬂcurrency ba5|s Sfor the second quarter of 2002, as
:compared to the . same perlod in 2001. On a local

Hotels decreased 4. 7% during the first half of 2002, as

‘I'compared fo the'same perlod in 2001.

: ort-the second quarter of 2002, RevPAR for Asra/
: Pacrflc Core Hotels -0n a,uS dollar basis, decreased 2.2%
o and the gross operatl_ng margin declined 2.1 percentage:

th‘e second quarter of 2002, RevPAR for Canada/ .

% and-the gross operating margin- .

wi gy the §ix months ended June 30, 2002, RevPAR for,

crease |n RevPAR of 5.1%, on a’local”

Four Seasons Hotels Inc.

ess of 80%.as a result of strong demand_ :

hoteis in Calro and Istanbul experienced occupancy

urrency: basls RevPAR for Europe/Middle East Core: -




Management'’s Discussion and Analysis (continued)

_points from 37.4% to 35.3%, as compared‘ tothe
second quarter of 2001. The Company's properties

under management in Tokyo Sydney: and Bangkok , . ©
performed well relative to other Four Seasons hotels in
the region during the quarter. The hotels a,nd,resorts in
Singapore and Bali experienced RevPAF;; e
excess of 15% .as a result of weak.travel
particularly from the US. i

RevPAR for Asia/Pacific Core Hotelsdecreased b
7.9%, ona US dollar basrs for.the first-six months:of -«
2002, as’ compared to the'same period:in. 2001, and.
the gross operating: margm declined 2 I percentagew
points from 37:7% to 3_5,6%. Asia/Pacific.Core Hotels
" experienced a RevPAR decrease of 5.9%, on alocal
currency. basis, .during.the.second quarter.of 2002, as., =
compared. to. the. same: period in:2001. On a local -
currency basis, RevPAR for Asra/Pacrfrc Core Hotels,‘ !
decreased 8% in.the first six months of 2002 asVrig

compared to'the same penod in 2001

 The Company's worldwide' resort portfoho expenenced g
..a US. dollar RevPAR: decline of 3:3%in the second- -
quarter of 2002, as compared to the same’ penod in:
2001. Resort occupancies declined on average by
2.9 occupancy: points t0.72.4%, while the average daily .
‘room rate of US$387 was:essentially flat, as compared "
1o the second quarter of 2001. For the Six onths =
ended June 30, 2002, the Companys resort portfolro‘
~experienced a'US-dollar RevPAR. decline of 4.2 :
compared-to-the-same-period-in 2001 as occupancres
declined on average by 3 percentage pomts and the
‘average daily room rate was essentaa!ly flat at’ US$424 :
as compared to the same penod in’ 2001

54

Management Operatlons T po

Management fee: revenues decreased 18 2% to
~+$39.9 million for the quarter’ ‘ended June 30;; 2002 and:
_decreased 19.6%t0-575:9:millicn*for the six:months
ended June 30,:2002, as compared to.the ¢ same periods;
in 2001.As.expected,. RevPAR decllned on'g worldwrde’“ &
basrs whrch reduced profrtablhty of the hote!s under‘, i

,:Wmanagement and-negatively affected the Company’s
: "proflt‘based incentive fees during the second guarter.of
2002, -85 compared to the second quarter of 2001
-Incentive fees deciined by 35% during the quarter, which
presented $3:9'million of the fee decline experienced
dunng the second guarter of 2002. Reduced incentive
:fe_es caused:by: lower. profitability of the hotels under
‘management :accounted for $6.8 million of the fee

chne durmg the f|rst six months of 2002.

: C me in fee revenues was caused by
. ,-;the Company ¢easing to manage The Regent Hong Kong
on June.l, 2001.. During the second gquarter of 2007;
~the fed revenues.from The Regent Hong Kong were+
...$926,000. The' decline”in fee revenues was also -
S _)attnbutable Anpartito a reductlon in fees received

from Four Seasons residential projects. The sales of .- p

resrdentlal projects were negatively affected by lower
i g'jdemand levels caused by the weakening economic
o onditionsn the United States, although average
i "achreved selling:prices of the units increased by 36%
< ‘of 2002 ‘as compared to the o

:second quarter 0f2001.

. fAs a result of these reductions in fee revenues and to-
mcreases in general and admiinistrative costs, which

-, were.in line.with inflation, Four Seasons’ management
.earnings, before other operating items, for the second
“quarter of 2002 decreased.28.2% to $24 million, as”
T ;pared to $33 5 million’ in- the second quarter of
2001 Management garnings; before other operating
'rtems for -the six_months ended June 30, 2002

':were $44 9 m||hon a28: 8% decrease as comparedto

8 The management operatrons profit margin® for. the
.»quarter ended June:30, 2002 declined to 60.1%, as
‘. gompared t0'68.5% for the same period in 2007, and
.iwasi59:2 % forthe six months ended June 30, 2002, as
:"t '..fcompared to 66.8% for the .same period in 2001. On a
... - full-year basis, the Company expects the profit margin
“on ’itS'management business to be comparable to the
'59:3%::profit margin-achieved-for the full year of 2001.

Four Seasons Hotels Inc.




_Management’s Discussion and Analysis (continued)

‘Ownership pr'e'ra'tions‘5
Ownership operations losses,: before other operatmg oy 'f‘
items, were $249,000 in the second quarter of 2002 ‘as . y
compared to earnings. of :.$721,000 m the second
quarter of 2001 The weaker economrc condmons in
New York- contlnued to: negatrvely affect > Comp ny ’
ownership interestin The Pierre: ThePterre:s' €
declined by 18: 9% during'the second:quarter 0f2002; as’
compared to the.second quarter.of 2001 ‘which r=su|ted"
in a reduction of operatrng earnmgs at 1

Ownershtp operatrons Iosses before other operatrn :

comparable perrod in 2001 The Prerre accou ed fora
substantial portion of ‘this - dechne yearvover year
reflecting the partrcularly dlfflcutt condrtr ns in the
New York market.”

Other Income/Expense

Other income; net for the second quarter was’
$2.8 million compared 10834 millionfor the'same -
period in 2001. The Company realized a net foreign..: -
exchange accounting gain in the second quarter of
2002 of $3.6 million; as compared to a $1.5 million’
loss in the second quarter of 2001 As dlscussed i
“the Company’s 2001 Annuat Report the Company:
attempts to minimize the’ |mpact 0 ffluctuatrons i
- foreign-currencies through the useof, forergn exchanget
forward contracts The gam in.the second quarter:of:-
2002 was: the Tesult of a srgnlfrcant strengthenmg
_ of various currencies against the:Canadian and Us:
" dollar, relating:primarily. 0" the Companys workmg
. capital position and other monetary assets Jnlight of
the unusual volatmty in forergn currencnes expenencedi
during the quarter the” Company |ncreased th
proportion of its working: capltal and other monetary
_ assets that are hedged : : “e

During the second quarter of 2001 the Company
recognized-a $4 7 mrlhon gain relatmg to the 'reversai
of provrssons rn connectron wrth “ts mvestment i

- Four Seasons Hotel'Prague, the sale of which closed
in the third quarter of 2001.
' '\____Q’ep'r'e'ci_ation and Amortization

Deprecranon and amortization expense for the second
~-/guarter;of 2002,was $3.6 million and $7.1 mitlion for

vJanuary 1 2002 and:is drscussed in note 1{a) to the
se,cond quarter\consolrdated financial statements. This
' ‘decre'a se'was partially‘ot“fset by additional depreciation
and’‘amortization - expense- 6n new management

- :_contracts If the. new:accounting standard had been in
“.place during the:second ‘quarter.of 2001, net earnings
“Hyould have reflected'an improvement of $729,000
+++($0.08:basic: earnings :per-share or $0.02- diluted
" s'compared to'the same periodin

f2001 due to'loweramortrzatron expense. Similarly, for
the six-month period: ended June 30, 2001, net

o (mrihon {$0.05 basic earnrngs per share or $0.03 diluted,
- garnings ershare) as compared to.the same period in
20017 85 a résult of Tower amortization expense (seg’

" garnings would have reﬂected an‘ifprovement 6 $1.5

““reconciliation in“ note -1a) to the .second quarter'

£3 rvconsoltdated frnancral statements)

Net nter.est-f,!ncome

“Net: mterest mcome for the .quarter ended June 30,

2002 was- $956 OOO as compared to net interest :

- Jncome of $3.3 million for the same period in 2001,
~primarily .due -to- lower interest rates earmned on
short -term-cash deposrts offset-by reduced interest
expense’ resultrng from the redemption of $100 million

Cins the second quarter of 2001 from interest. on
“receivables. relatmg to the Prague and Scottsdale
_properties, which were subsequently repaid in 2001,

prrnCIpal amount of. unsecured debentures in November -
+ 20010 addrtlon -higher interest income was realized.

Four Seasons Hotels Inc.




fL For the six months ended June 30 2002 net mterest .

cussion and Analysis (continued)

income was $3 million, as compared, to: net lnterest_‘f r
income of $4.8 million for the same perrod in2001. .

“Income Tax Expense

Balance Sheet

A part of the Com p’any‘s‘businessvst'ra’tegyfjs to »inve'st
~ aportion of available cash to obtain new management
agreements--or.; enhance exnstmg management ’
ﬁarrangements The loans or mvestments wrll only‘
be made where the: overalt economrc return tov
v FourSeasonSJustmes the: tnvestment S a,
~-ongoing balance sheet evaluatron the Compa v-has"
‘reviewed each investment and has determmed that “*
the book value of none of these Ioans orin estm nts
“is |mpa[red as at June 30 2002 :

The Company is, however,: currently ina dlspute wrthu
- the owner-of'Four Seasons’ Hotel Caracas regardmg a:
variety. of -matters relatlng 10 the completlon and
ongoing operation of the hotel, including the: defaulto :
a 'US$5 million’ loan ‘owed to the Company that st
secured by & second mortgage and that i s regzstered o
"against the hotel. Formal notice of the default has been;: =
given to the owner. The disputehas been referred 0
-arbitration.and: the: Company current
to believe that'its {6an’is not app_ pri tel ,
provided due process‘of- law is respected ‘Due:to.
the ongoing financial difficulties of the owner ‘of the:
Caracas hotel and . the resultmg workmg cap|ta|*', ‘
deficiencies at the hote! Four Seasons Hotel Caracas =~
ceased takmg guest reservatlons as.at: June 12 2002
The Company is pursumg all"available’ remedles w:thf
“the objective:of protecting its management nghts andy
" its loan and aliowmg the hotel to resiime'its operations’
on a sound fmancnal bas.|s The Company s total batancei
sheet exposure to'the Caracas property 1s $1 0 9 mdhon

Cash and cash equivalents continue to be one of the

' Iargest assets on. the Company's balance sheet.

.. The. Companys cash and cash equivalents were

$207:3 million asat June 30, 2002, as compared to
*'$210:4 million asat December 31, 2001.

ong-term:obligations” were $119.4 miliion as at
. une30 :2002:and Decenriber 31, 2001. The Company's
‘on con51sts pnmanly of its zero coupon -
ible debt that matures-in 2028 and ‘that is- -
_ able by-. the Company at any time after
i September: 2004 (the terms and conditions of the

; «convertible..notes.- are :more fully described in the
Companys 2001 Annual Report)

| The Company has mvestment ‘grade ratings from each
gt the bond‘rating ‘agencies that cover the Company.
‘,Recenﬂy, Moody's conﬁrmed its investment grade
\‘ 3 Changed its ‘outlook for the Company from
w1 “negative” to stable. " "Moody's has indicated that the
improvement m the outlook was due to Four Seasons’
rebound from the initial negatsve impact of the events
Sisof. Septemberﬂ in line with overall industry trends, the
duction’ debt levels and Moody's expectation that *

Lwnth reSpect 10.its on- or off-balance sheet hotelrelated
‘receivables-or investments. :

ny gehierated $6.2 million of cash from

,$13,9er lion-during the-six-months-ended June“30;
112002, as compared to $27.6 million and $58.6 million,
respectrvely for the same periods in 2001. During
the quarter, the Company funded $6.8 million in new:
V_management opportunities. The Company expects

total cap|tal sp"' ndmg and dividends in 2002 to be
. approxumate|y the same as in 2001 (approximately
o ,$732 millien).. ‘During.the remainder of. 2002, the
'Company expects to.make investments in & numberof
S aloll Seasons prolects including Sedona; Jackson Hole,
':“Costa R|ca and Sao Paulo.

Four Seasons Hotels inc.

unrhkely to face any material impairment ..

i ns inzithe., second .quarter of 2002 and.“...f




... will.continue .tobe challengrngdue to the ongorng

- to-negatively-affect-as number of the'Comp 'S key-
... properties. The recent, srgnrflcant declme

. Management’s Discussion and Analysis (continued)

Lease and Contingent Commitments:
As discussed in the Companys 2001 Annual Report .

the Company has certain lease’ and: -contingent ...
commitments. There has been no material change 10
these commitments through the first six. .months of .
2002 and the Company does not antrcrpate any materrai‘ f
change in respect of these. commrtments over. the

remainder of this-fiscal year.:

Curren’t Opérating Oﬁtld‘ok* e

The Company expects that the re arnder of he:year

weakness in corporate travel demand; which contmues

volatility in’ global equrty markets are:also expected: i
to |mpede the recovery of the global economy and oy

‘ extent of recovery makes rt partrcularly drtfrcuit a thrs\
time to develop forward- !ookrng rnformatron about
“which one can be confrdent :

expectations.-over: the remarnder of the year On ai o
full-year basrs the Company expects rts average darly

and 2001 | e

Based on these revised: assumptrons “the
expects fee “revenues’ on-a full-year basis
approximately the. .same as those: achleved rn 2001
as. compared to. our initial” expectatron that ‘feel.
revenues would incréase by 5% in 2
administrative expenses: are expect
remain generally unchanged compared t0 2001 on a',
full-yearbasis;:Accordingly, the Company expects that
..the management -operations. profrt margn,for__ the

g fulrly-.yearr 2002‘a|sowil| remain comparable to the 2001
.. profit margin 0f59.3%.

" 'The ‘continued weak global economic conditions,

combined with:delays in the start of construction of the
»Four Seasons Residence Club Sedona at Seven Canyors,
Xpected' to resu1t in the fees from the

eak economrc conditions expenenced
e 30_ 2002 in New York and therr |mpact on.

.Olymprc Hote Seattle ‘began marketrng the hotel for
sale The-owneris assertrng that the hotel can be soid

without.ithé:' Company's«-management  agreement, -

i "’The‘ ‘Company strongly disagrees with the owner's
* gssertion nd does not bélieve the hotel can be sold
X Junencumb‘ered by the’_Company’s management

’The Hegent Hote Jakarta has. been closed srnce‘
February 2002 asa resurt of damage from extensive-

coding: The' trmrng ‘on.the.re-opening of the hotel is L

ncertarn endrng resolutron of discussions with the o

fees from Four Seasons Olymprc Hotel Seattle and The
u RegentHoteI Jakarta represented less than 2. 5% of
tal e"revenues for that year. For the six months
‘ended June -30,,2002, the management fees from .
Four. Seasons Olymprc Hotel Seattle and The Regent
< HotelJakarta represented approxrmately 1.6% of total
,fee revenues for:that’ perrod

A/l doliar amounts referred. o in this document are Canadian |

“dollars unless otherwrse noted The financial statements
ok are prepared in accordance with. Canadian general/y
i ‘accepted accountmg pr/ncrples ‘ '

Four Seasons Hotels Inc.




Management’s Discussion and Analysi

Forward-Looking Statements
This document contains “forward-looking statementsf’
within the meaning of federa/ securities laws, inc/udin'g;
RevPAR,. profit margin and earning trendststatementsi &
concerning the number of lodging properties expected to:
be added in this and future years, expected /nvestment
spending, and similar statements, concerning antici atedv L
future-events and expectations that are not-historical f
These statements are:not. guarantees of future perfor 7
and are subject -to- numerous risks. a
including the duration and seventy of the 'urrent ec omi
slowdown -including the' rmpact of the equrt markets»i
- 'decnne and volatll/ty the pace of # ‘
< recovery from the terronst attacks of September 7 1 2007 :
and subsequent uncerta/nty concermng ‘the potent' /i f r, E
similar events;. supply-and demand changes or. otel
rooms and residential properties; competmve condrtfons_ :

in the lodging lndustry,_ re/atlonshlps with™ élients and .
. property.owners,-and the avarlabd/ty of: caprtat to ftnance‘» i
growth, any-of which’ could cause ‘actuat results to-differ:;
materially from those expressed Jr0r. implied by the o
statements herein. These statements are.made as.of the
"date of this document, and mé Cgmpéhy Undertakes?n‘ox*'
obligation to pubiicly update or revise.any. forward -looking":
statement, whether as:a resu/t of new mformatron future'
_events or otherwise. - e e

1" RevPAR is defined as average'room revenue per available room. ReyPAR'
commonly used indicator of market perfermance for-hotelsand” resorts an
represemts thé combination.of averagedaily. rogmiate and the'average occupancy 4
rate achigved during the. period. RevPAR dossinot mclude food:and beverage or
cther ancillary revenues generated bv 3 hotelor reson g

2 Thetemn "Caore Hotels” means hotels and resorts under 'nanagemem for thefuII
year of both 2002 and 2001, Changes fron. the 200172000 Core:Hotels arg the
additions of Four Seasons Resort Nevis and Four Seasons Hotel Calro atiThe”
First Residence, and the deletion of The RegemJakarta (whrch closed fof repairs
in Februarv 2002 *ollowing damage from-extensive flooding). ¢ L

3 Gross uperatmg margin represents gross operating proﬁt as a; percem of gross B
operating revenue. .

earnings

.4 . The management operations: profit margm represents mana ;
- erations revenue SA

~pefore other operat:ng items; as a percent of manageme

_' § "Included in ownership operations sarnings {iossesl arethe consoudared fevénues”
and expenses from the Company’'s 100% rnxerest in-The. Pierre:i
Four Seasons:Hotel Vancouver, Four Séasons Hote! Bedin ‘distril
mmomy ownershlp interests.in properties T.hat Fou' Seasons m
corporate averhead expensas. :

Consolidated Balance Sheets

- {Unaudited); - - B Asat Asat

{In thoussnds of dollars) ' June 30, Dscember 31,
2002 2001

) Assets

Current assets:

Cash_.»andrchash eguivalents $ 207,321 $ 210421

Receivables . 85,947 78,450
' A 2,679 3,074
4,995 2,492

o SR 300,942 294,437
;.Longeterm 5““,’“?.'.‘5“: . . 207,407 201,453

i ; orporations 136,565 141,005
Fixediassets 7o o 51,897 50,715
Investment in e ' )

202,758 . 201,460

on \n‘trade arks, .
6,482 33,784

.a‘r\&w{red(e names (note 1(a)
U 14,590 17,745
40,867 39,782

$ 961,508 $ 980,381

. accrued habnlmes $ 36,523 $ 50,813

Longvterm oblcgatlons due

_within one'year - 555 - 1,188

R . - 31218 52,001

: Long term obllgatnons o 118,875 118,244
Sharaholderf equlty {notes Haland'2 - . -

¥ Capital stock
“Céhvettible: fiotes

178,543~ 178,543,

: ‘Conmbuted surplus S~ 4,784 4,784
Retamed earmngs s g 283275 285,619 '
Equity adjustment from foreign :

currency translation. - 14,406 21,730

805,355 . - 810,136
_$ 961508 $ 980,381

solidated financial statements,

324,347 319,460

Four Seasons Hotels Inc.



Consolidated Statements of Operations

{Unaudited} A . : 3 . Three months ended: Six months ended
{In thousands of ‘doliars except per share amounts} L) e D e : June 30, June 30,

2002 .. 72001 2002 2001

Consolidated revenues (note 3} $ 80964 $ 90,185 . § 145545 $ 168.968 . .

Management Operations

Revenues (note 4) $ 39934 S ass2e $. 75926 $ 94,483

- 115:373) {31,009) 31,414y

General and administrative expen:s,es, i

3T 44,917 63,069

Ownership Oper:atit')'ﬁs_b_" T
Revenues' .. . .. .. el
 Distributions from hotel-investments - -
Expenses: . .. -~ . p :
Cost of sales'and eXpenses ..., wiin

71,804 77546
571 417

77,974) (78.917)..
(2,756) 13,478}

(41,279).
eey

Fees to Management Operations-" * i

a9y T @3ss) (4432)

23780 o372 o 36562 58,637
T t3,639) 3.728).. . © - (7.,144) {7.667)
e 276600 3368 1,624 3,640

Earnings hefore other ope‘r(akt‘ing“item'(s

Depreciatiqn and amortization

Other income, net ™

3zeI2 31,082 54,610

Earnings from operations ‘
: "i3068 . 2,986 4,811

Interest income, net

Earnings before income taxes = -~ <.

37080 34008 - 53421

“Income tax expense:
Current :

s2em (4.387) (13,009)

Future ae0n). L 13,775) (1,262):

CB722). . (8B99) 862 114261) .

Net earnings"

C§e 181200 §728181 . $ 25846  § 45,160

Basic earhingg b'erbéﬁlareh 30526 $.wf‘:‘ 080 ) $ 074 § _1‘29‘

e

* Difuted earnings per share” =" 043 $ 072 ¢~ ‘_ $ 076 % 1.7

See accompanying notes to consolidated financial stateménts:

Four Seasons Hotels Inc.




Consolidated Statements of Cash
Provided by Operations

. Thieemonths ended
June 30,

{Unaudited}
{ln thousands of doflars)

Six months endod
June 30,

2002 2001

2002

Cash provided by (used in) operations:
Management Operations . ) .
% 33,451

8. 24,009
o N 200

; u374 3

- Earnings before other operating items

items not requiring an outlay of funds.

$  63.069
480

$ 44977
744

533,741,

45,661 . 63,529

Working capital provided by M;ﬁué'gemeht Operations: i

Ownership Oparatiqns

" Eatnings (loss) before.

Htems not requiriﬁg an outlay.of funds ;7.5

(8,388
- 257"

{8,355) {1,775)

Working capital provided by (used in) Ownership Operations ¢

.. Interest received -

Ihtetést paid

{6.446)
{5.373)
73]

- Current income tax paid- e
Gt (13,258)

' Chahge in'non-cash Workihg capital. ... -
Other ) : :

37,306 61,754
R
{425)
(8,892)
(18,251)

(4,011)

{3.541)
(8,892).
4,312)
2,852 .

Cash provided by.dperait'idné

$ --13,878

s 8181 5 27553

See accompanyirig notes to consolidated financial statements:

'$ 58597 -

Four Seasons Hotels inc.

S 2001 L

‘(‘15432’; s

10,736




Consolidated Statements of Cash Flows

(Unaudited)’ Thiee months ended Sixmonths endsd -

{in thousands of dollars) : S P S ’ . SO e June30 B June 30,
2002 ©2001 2002 . 2001
Cash prowded by (used ln) : s
Operations: s 6,191 . $ 127,583 - $ 13878 § 58597
Financing: - S IR
Long- term obhgataons, mciuding current’portio o (224) (798) (275)
<Issuance; of: shares: 1,353 4,887 1,641
“Dividends:paid* o = {1,815) (1813
Cash provided"by used m) financing. 1,129 2,273 (447)

- Capltal investments:-

Long-term recexvable§ {8,151) (28,5895

“Hotel mvestments ’ {1,682} {5,059)
Disposal of hotel mvestmems 5,455 18,425 .
Purchase of fixed assets- : 1 (5,730} {3,804} "
Investment in trademarks; trade names-and anagement contracts : : S 2 12,199 (7,366) ‘
Other assets e, o o L0701 E8Y L 16,093) (2,415)

Cash used in capital investments i 1o bl Ll Lo(10484) (13319 . {(18.400) . (28,888

Increase (decrease).in cash and cash equlvalents  ;¢» g ’ (3,388) " ~14763" : (2,249} 29,262

" Decrease in cash'dus to unrealized forelgn exchange Ioss '(1,()17);:. (2,678) - . (851 - (1,663}

Cash and cash equivalents; beginning of period it 211,726 233614 i ) 210421 - 7 218,100
21§ 245699 $ 207,321  § 245699

Cash and cash equivalants, and of perigd i

< See accompanying notes to :ons'olidaied financial staisrinenlsx-

Consolidated Statements
of Retained Earnings

months ended
June 30,

20022001

{Unaudited)
{In thousands of doﬂarsb

Retained earnings,;.
beginning of: psrlod RV
Effect of adoption of new T
standerd on accounting..: -
- for intangible assets (note:1(al). :

202,760
45,160
1812

Net earnings
Dividends declared:

Retained earnings, i L T
end of peried .- . ... o0 08,283,275 0 §:246:108:

See accompanying notes 1o consclidated financial statements. - ...

Four Seasons Hotels Inc.




{Unaudited)
{In thousands of dollars except per share amounts)

These interim consolidated financial statements do not
include all disclosures required by Canadian generally
accepted accounting principies for annual financial
statements and should be read in conjunction with the
Company's annual consolidated financial statements for
the year ended December 31, 2001.

1. Significant accounting policies:

The significant accounting policies used in preparing
these interim consolidated financial statements are
consistent with those used in preparing the Company's
annual consolidated financial statements for the year
ended December 31, 2001, except as disclosed below:

(a) Intangible assets

Effective January 1, 2002, the Company adopted the
new accounting standard for goodwill and other
intangible assets as established by the Canadian Institute
of Chartered Accountants (“CICA "} without restatement
of prior periods. Intangible assets with indefinite useful
lives are no longer amortized but are subject to
impairment tests on at least an annuai basis. Potential
impairment of an intangible asset is determined by
comparing the asset’s carrying value to its fair value. Any
loss resulting from impairment tests effective January 1,
2002 must be recognized as a charge to opening retained
earnings. Impairment arising subsequent to January 1,
2002 will be recognized as a charge to income. Intangible
assets which do not have indefinite lives are amortized
over their useful lives. These intangible assets are subject
to an annual impairment test comparing carrying values
to net recoverable amounts.

During the first quarter of 2002, in accordance with the
new accounting standard, the Company completed its
review of its existing intangible assets. That review
determined that its investment in the rights to the
Regent trade name, which was transferred to Carlson
Hospitality Worldwide (" Carlson”) in 1997 in exchange
for the entitlement to receive payments from Carlson
based on a percentage of gross royalty revenue of new
development projects, has an indefinite useful life. As
required by the new standard, the Company tested
this intangible asset for impairment as at January 1,
2002 under the new fair value based impairment
methodology, and determined that its fair value was
less than its carrying amount. As a result, the Company
recorded during the first quarter of 2002 a decrease 10
retained earnings of $26,366, a decrease to investment
in trademarks and trade names of $27,042 and an
increase to future income tax assets of $676.

The Company has determined that none of its other
intangible assets have indefinite lives and, accordingly,
amortizes such intangible assets over their estimated
useful lives. Prior to 2002, the Company amortized its
investment in management contracts on a straight-line
basis over the terms of the contracts to a maximum
of 40 years. Effective January 1, 2002, as required
under the new accounting standard, the Company
amortizes its investment in management contracts
over the actual term of the contracts in proporticn to
the benefits received.

For the three months and six months ended June 30,
2001, had the Regent trade name transferred to Carlson
not been amortized and had the amortization of
investment in management contracts been adjusted for
the change in estimated useful lives, the reported net
earnings, basic earnings per share and diluted earnings
per share would be adjusted as follows:

Four Seasons Hotels lnc.




_Notes.to.Consolidated Financial Statementsi(continisd

months ended June 30, 2001

Six months ended June 30, 2001

{Unaudited) Basic Diluted Basic Diluted
{in thousands of dollars Earnings Earnings Net Earnings Earnings
axcept per share amounts) Earnings Per Share Per Share Earnings Per Share Per Share
Reported amounts $ 080 % 0.72 $ 45160 § 129 % 117
Trade name amortization (net of income tax

recovery of $5 and 310, respectively) 0.0 Q.01 380 0.01 0.01
Management contract amortization {net of income tax

recovery of $79 and $160, respectively) 0.02 0.01 1,090 0.04 0.02
Adjusted amounts $ 083 § 0.74 $ 46630 § 134 § 1.20

{b} Foreign currency translation and
hedging relationships

Effective January 1, 2002, the CICA amended the
accounting standard for foreign currency translation by
eliminating the requirement to defer and amortize
unrealized translation gains and losses on long-term
foreign currency denominated monetary items with
a fixed or determinable life. Due to the hedging
relationships established by the Company during 2001
relating to its long-term receivables, long-term
obligations, investments in self-sustaining foreign
operations and foreign exchange forward contracts,
the adoption by the Company of the amendment to the
standard on accounting for foreign currency translation
did not have an impact on the Company for the
six months ended June 30, 2002.

In addition, in December 2001, the CICA issued an
accounting guideline relating to hedging relationships.
The guideline establishes requirements for the
identification, documentation, designation and
effectiveness of hedging relationships, which will be
effective for fiscal years beginning on or after July 1,
2002. The Company has not yet determined the impact
of the implementation of this guideline on its 2003
consolidated financial statements.

(c) Stock-based compensation and

other stock-based payments
Effective January 1, 2002, the CICA issued a new
standard relating to the accounting for stock-based
compensation and other stock-based payments. The

new accounting standard requires the use of a fair value
based method to account for stock-based payments to
non-employees, and for employee awards that are
direct awards of stock, cash or other assets, or are
stock appreciation rights that call for settlement by the
issuance of equity instruments, granted on or after
January 1, 2002,

As permitted by the new standard, the Company has
opted to continue to use its existing policy under which
no compensation expense is recorded on the grant of
stock options to employees. Consideration paid by
employees on the exercise of stock options or the
purchase of shares is recorded as capital stock. The new
accounting standard does, however, require additional
disclosures for options granted to employees, including
disclosure of pro forma earnings and pro forma earnings
per share as if the fair value based accounting method
had been used to account for employee stock options.

Accordingly, the compensation element of stock options
issued by the Company during the first six months of
2002, based on the fair value of the options con the date
of grant, has been estimated using a Black-Scholes
option pricing mode! with the following assumptions:
risk-free interest rates ranging from 4.29% to 5.20%;
semi-annual dividend per Limited Voting Shares of
$0.055; volatility factors of the expected market price of
the Company's Limited Voting Shares ranging from
47.4% to 49.8%; and expected lives of the options
ranging between 4 and 7 years, depending on the level
of the employee who was granted stock options.

Four Seasons Hotals ing.




Notes to Consolidated Financial Statements (continued)

For the three months and six months ended June 30,
2002, assuming the Company had accounted for its
stock options issued under the fair value based method,
pro forma net earnings would have been $17,905 and
$25,624, respectively, pro forma basic earnings per
share would have been $0.51 and $0.73, respectively,
and pro forma diluted earnings per share would have
been $0.48 and $0.70, respectively. In calculating
pro forma net earnings and pro forma basic and
diluted earnings per share, stock options issued prior to
January 1, 2002 have been excluded from the fair value
based accounting method.

2. Shareholders’ equity:

As at June 30, 2002, the Company has outstanding
Variable Multiple Voting and Limited Voting Shares of
35,162,262 and outstanding stock options of 5,728,347
(weighted average exercise price of $52.09). In
addition, the Company has 655,404 convertible notes
outstanding, each of which may be converted into
5.284 Limited Voting Shares of the Company. The
Company, however, has the right to acquire for cash
the notes that a holder has required to be so converted.
Holders also have the right to require the Company to
purchase all or a portion of their notes on September 23,
2004, September 23, 2009 and September 23, 2014 in
consideration for Limited Voting Shares having a fair
value equal to the issue price plus accrued interest to
the date of purchase. The Company has the right
to acquire for cash all or a portion of the notes that a
holder has required to be so purchased. Alsc, on or after
September 23, 2004, the Company may redeem for
cash ali or a portion of the notes.

3. Consolidated revenues:

Consolidated revenues of the Company are comprised
of revenues from Management Operations, revenues
from Ownership Operations, distributions from hotel
investments, less fees from Ownership Operations to
Management Operations.

4. Revenues under management:

Total revenues under management were $752,481 fdr
the three months ended June 30, 2002 ($786,649
for the three months ended June 30, 2001), and
$1,438,419 for the six months ended June 30, 2002
($1,537,174 for the six months ended June 30, 2001).
Total revenues under management consist of rooms,
food and beverage, telephone and other revenues of
all the hotels and resorts which the Company manages.
Approximately 87% of the fee revenues earned by the
Company were calculated as a percentage of the total
revenues under management of all hotels and resorts.

5. Seasonality:

The Company's hotels and resorts are affected by
normally recurring seasonal patterns and, for most of
the properties, demand is lower in December through
March than during the remainder of the year. The
Company’s ownership operations are particularly
affected by seasonal fluctuations, with lower revenue,
operating profit and cash flow in the first quarter;
ownership operations typically incur an operating loss in
the first quarter of each year. Typically, the fourth quarter
is the strongest quarter for the majority of the hotels.

Management operations are also seasonal in nature, as
fee revenues are affected by the seasonality of hotel
revenues and operating results. Urban hotels generally
experience lower revenues and operating results in
the first quarter which has a negative impact on
management revenues. However, this negative impact
on management revenues generally is offset, to some
degree, by increased trave! to resorts in those months
and may be offset to a greater extent as the portfolio of
resort properties managed by the Company increases.

In 2002, this normal seascnality is also heightened
by the ongoing impact from the September 11 terrorist
attacks, the war on terrorism and the weak US economy,
which adversely affected the normal decision cycle for
first and second quarter business travel and meetings
and leisure travel.

Four Seasons Hotels Inc




Summaryjb_f Hotel Ope\rating\fData,v
R - Core Hotels! ...

Three months ended

{Unaudited) June 30,
2002 2001 Variance
Worldwide
No. of properties 45 45 —
No. of rooms 12,575 12,575 —
Occupancy? 69.3% 71.7%  (24%) .
ADR®  -in US dollars $293 $301 (2.6%)
- in equivalent Canadian doliars $455 $463 (1.7%)
RevPAR®-in US dollars $203 $216 (5.8%)
- in equivalent Canadian dollars $315 $332 {5.0%])
Gross operating margin® 343% 366% (2.3%)
United States
Ne. of properties 22 22 —
No. of rooms 6,971 6,971 —
Occupancy? 72.1%  73.9% (1.8%)
ADR®  -inUS dollars $322 $341 (5.4%)
- in equivalent Canadian dollars $500 3524 (4.5%)
RevPAR*-in US dollars $232 $252 (7.7%)
- in equivalent Canadian dollars $360 $387 (6.9%)
Gross operating margin® 33.0% 358% (2.8%)
Canada/Mexico/Caribbean
No. of properties 5 5 —
No. of rooms 1,341 1,341 —
Occupancy? 68.3% 70.8% (2.56%)
ADR®  -inUS doliars $252 $257 (1.9%)
~ in equivalent Canadian dollars $391 $395 {1.0%)
RevPAR in US dolars $172 $182 (5.4%)
- in equivalent Canadian dollars 5267 $280 (4.6%)
Gross operating margin® 33.2% 35.4% (2.2%)
Asia/Pacific
No. of properties 10 10 —
No. of rooms 2,715 2,715 —
Occupancy? 64.2%  65.9% (1.7%)
ADR®  -inUS dollars $168 $167 0.3%
- in equivalent Canadian doilars $261 $257 1.2%
RevPAR?-in US dollars $108 $110 (2.2%)
- in equivalent Canadian dollars $167 $170 (1.4%)
Gross operating margin® 353% 37.4% (2.1%)
Europe/Middle East
No. of properties 8 8 —
No. of rooms 1,548 1,548 —
Occupancy? 66.5% 72.6% 6.1%)
ADR®  -inUS dollars $402 $371 8.3%
- in equivalent Canadian dollars $624 $571 9.3%
RevPAR®*-in US dollars $267 $269 {0.8%)
~ in equivalent Canadian doflars $415 $414 0.1%
Gross operating margin® 40.4% 41.4% {1.0%)

1 The term “Core Hotels” means hotels and resorts under management for the full
year of both 2002 and 2001. Changes from the 2001/2000 Core Hotels are
the additions of Four Seasons Reson Nevis and Four Seasons Hotel Cairo at The
First Residence, and the deletion of The Regent Jakarta twhich closed for repairs
in February 2002 foliowing damage from extensive flooding).

2 QOccupancy percentage is defined as the total number of rooms occupied divided

by the tota! number of rooms available,

3 ADR s defined as average daily room rate per room occupied.

Six months ended

(Unaudited) June 30,
2002 2001 Variance
Worldwide
No. of properties 45 45 —
No. of rocoms 12,575 12,575 —
Occupancy? 66.8% 71.3% (4.5%)
ADR®  -inUS doliars $294 $302 (2.8%)
- in equivalent Canadian dollars $461 $463 {0.3%)
RevPAR®-in US doltars $196 $215 (8.9%)
- in equivalent Canadian dollars $308 $330 (6.6%)
Gross operating margin® 32.8% 35.6% (2.8%)
United States
No. of properties 22 22 -
No. of rooms 6,971 6,971 —
Occupancy? 68.0% 73.2% (4.2%)
ADR®  -inUS doliars $325 $341 (4.7%)
- in equivalent Canadian dollars $511 $523 {2.3%)
RevPAR?-in US dollars $224 $250 {10.2%)
- in equivalent Canadian dollars $352 $383 (7.9%)
Gross operating margin® 30.8% 34.3% (3.5%)
Canada/Mexico/Caribbean
No. of properties 5 5 —
No. of rooms 1,341 1,341 —
Qccupancy? 64.0% 69.5% {5.5%)
ADR®  —inUS dotars $286 $288 {0.8%)
- in equivaient Canadian dofiars $448 $441 1.7%
RevPAR-in US dollars $183 $200 (8.5%)
- in equivalent Canadian dollars $287 $3086 (6.2%)
Gross operating margin® 34.8%  38.2% (3.4%)
Asia/Pacific
No. of properties 10 10 —
No. of rooms 2,715 2,715 —
Occupancy? 65.0% 69.1% 4.1%)
ADR®  -inUS dotiars $165 $168 (21%)
- in equivalent Canadian dotars $259 $258 0.4%
RevPAR®-in US dollars $107 $116 (7.9%)
~ in equivalent Canadian dottars $168 $178 (5.6%)
Gross operating margin® 35.6% 37.7% (2.1%)
Europe/Middle East
No. of properties 8 8 —
No. of rooms 1,548 1,548 —
Occupancy? 629% 683% 5.4%)
ADR®  -inUS doliars $378 3363 4.2%
- in equivalent Canadian doflars $593 3555 6.9%
RevPAR®-in US doliars $238 3248 {3.9%)
- in equivalent Canadian dollars $374 $379 (1.4%)
Gross operating margin® 38.2%  38.0% 0.2%

4 RevPAR is defined as average room revenue per available room. RevPAR is a
commonly used indicatar of market performance for hotels and resorts and
represents the combination of the average daily room rate and the average
occupancy rate schieved during the period. RevPAR does not include food and
heverage or other ancillary revenues generated by a hotel or reson.

5 Gross operating margin represents gross operating profit as a percent of gross

operating revenus,

Four Seasons Hotels Inc,




Summary of Hotel Operatmg !ﬁa;*t,éif‘ :
= AllLMan agedHotels

As st

{Unaudited! June 30,

2002 2001 Variance
Worldwide
No. of properties 55 50 5
No. of rooms 15,181 14,112 1,069
United States
No, of properties 23 22 1
No. of rooms 7,248 6,971 277
Canada/Mexico/Caribbean/

South America

No. of properties 8 6 2
No. of rooms 1,762 1,553 209
Asia/Pacific
No. of properties 13 12 1
No. of rooms 4,062 3,618 443
Europe/Middle East
No. of properties 11 10 1
No. of rooms 2,109 1,969 140

Stages of Development

" Scheduled Opening of Hotels =
. i...under Construction or in Advanced

Hotel/Resort/ Approximate Scheduled
Residence Club and Location’ Number of Rooms Opening
Four Seasons Hotel Alexandria, Egyps* 120 2004
Four Seasons Hotel Amman, fordan 198 2002
Four Seasons Hotel Beirut, Lebanon 287 2005
Four Seasons Hote! Budapest, Hungary 179 2003
Four Seasons Hotel Nile Plaza, Cairo, Egypr* 374 2004
Four Seasons Resort Costa Rica, Costa Rica® 179 2004
Four Seasons Hotel Doha, Qazar* 235 2004
Four Seasons Resort Exuma, The Bahamas* 180 2003
Four Seasons Hotel Florence, Jualy 116 2004
Four Seasons Resort Hampshire, England 134 2003
Four Seasons Hotel Hong Kong, Hong Kong* 400 2004
Four Seasons Hotel Istanbul

at the Bosphorus, Turkey 170 2004
Four Seasons Resort Jackson Hole,

Wyoming, USA* 124 2003
Four Seasons Hotel Miami, Florida, USA* 222 2003
Four Seasons Hotel Palo Alto, California, USA 200 2004
Four Seasons Resort Provence

at Terre Blanche, France* 115 2003
Four Seasons Resort Puerto Rico, Puerto Rico® 250 2005
Four Seasons Residence Club

Punta Mita, Mexico* 35 2005
Four Seasons Hotel Riyadh, Saudi Arabia* 234 2002
Four Seasons Hotel Sao Paulo, Bruzi! 125 2003
Four Seasons Residence Club Sedona

at Seven Canyons, Arizona, USA* 20 2005
Four Seasons Hotel Tokyo

at Marunouchi, Japan 57 2002
Four Seasons Resort Whistler,
British Columbia, Canada™ 271 2004

* Expected to include a residential component.

1 Information concerning hotels, resorts and Residence Clubs under construction or
under development is based upon agreements and letters of intent and may be
subject to change. The dates of scheduled opening have been estimated by
management based upon information provided by the various developers. There
can be no assurance that the date of scheduled opening will be achieved or that
these projects will be completed. The process and risks associated with the
management of new properties are dealt with in greater detail in the Company’s

Annual Report.
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‘ The Lsmxted Votmg Share
“are; llsted on
The Toronto Stock Exchange
(Stock Ticker Symbol
and the New York Stock’ Exchange
' tStock Tcker Symbol FS)

- Variable Multiple \/otmg
and Limited Voting Shares
outstandmg atJune 30 2002

35 162 262: :

- ledend policy:
$0. 1 1 per Limited Votmg Share
and.$0. 055 per Variable Mult:ple
‘Vot’mg Share per.annum
payable éer'ni-ann'uyalliy;:




..Management's Discussion.and.Analysis..

-As‘ofAugust 2 2002

Thi fo/lowmg should be read in conjunction. with. the -
~,accompanymg ‘consolidated -financial statements -and: -
with the Managements Discussion and Analysis and the

L consohdated financial . statements contained in. the... .
. Companys 2001:Annual Reporr }

SECOND QUARTER ,
Ended June 30, 2002

't earnings'decreased 35.7% to $18.1 million ($0.52
|c'earnmgs per share and $0.48 diluted earnings per
‘ hare). for the three months ended June 30, 2002, as
 compared to $28.2 million ($O 80 basic earnings per
i share and $0. 72 d|luted earnings per share) for the
. Cl mparable penod in: 2001

“For: the six. months ended June 30, 2002, net earmngs

; decreased 42.8%.10.$25.8. ‘million {$0.74 basic earnings
per-share and-$0. 70 diluted earnings per share), as -
ompared 1o $45. 2 million ($1.29 basic earnings per
s are and $1 17 d|luted earnings per share) for the
comparable penod in 2001

s 700 ,
G5 rpoitt Pos e Ay

k ratmg Results ‘

;,Dunng ‘the quarter, those ‘markets that are more'
Vldependent upon business  travel continued ‘to: .
”"underperform relative: to other markets in which the:
'Company operates ‘In addition, certain of the US C|ty‘
centre "hotéls expenenced rediced Middle Eastern
d However, overall leisure travel demand '

Wthh were. affected by reduced travel to
Generally; business travel within Europe was
not as’ ‘weak as that experienced in the-US, and hotels .
: _"wsuch as. Paris and M|lan (that typically have a balance

mprovements dunng the second quarter. -

RevPAR‘ on a us: doliar’basis, for worldwide Core
Hotels? decreased 5:8% durmg the second qguarter of .-
':'2002 as compared to:the same period in 2001. This =

Four Seasons Hotels Inc.
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‘. 10 33% from 35: 8% as compared to'the sal

Management’s Discussion and Analysis (continued)

decline was consnstent with the Company st expectatron dios
.of a 4% 10.6% decllne for. the' quarter. The RevPAR_
decllne was attnbutable -primarily. to Iower occupancy;

“levels and a-2:6%decline in average darly roomirate
durrng the second quarter of 2002, ‘as compared to the i
same period in.2001. The decllne in average darly roomf‘
rate was a result-of @ change in sales mix, wrth fewerl
suites and deluxelrooms belng sold
combined Wlth a greater proportron (
Tvoliime  business lhe L,ompan”
‘strategy of marntarnrng the high level-of: product andf
services it has conslstently provrded to rts customers‘f

5 _rndustry-leadrng servrce reputatron and. average darly=;
room rates in"the" near term and 'set’ the' stage'for
rmproved RevPAR results as demand strengthens‘”
--and as corporate busrness travel 1
normal levels

Worldwrde Core Hotels gross operatrng margrn
declined 2.3 percentage pomts from' 36 6% in. the
second-quarter of 2007 to'34.3% in the second quarter.: .
- 0f.2002. The decline: in. gross operatlng margln was -
-attrrbutable in:part;to'the contractron of hotel revenue
_ but was also lnfluehced bv rncreases in
energy and’ employee benefrt costs |

For the first six months of 2002, FlevPAR ona US dollar o

basis, for worldwrde Gore Hotels decreased 8: 9%' and.
~the gross: operatlng rnargln decllned 2 .

points from 35.6% to 32 8% as compared o' the same
~ period in 2001. T

Durrng the: second quarter of 2002 RevPAR for US €ore.
Hotels, on a US doller basis, decreased 7.7% and the
gross operatrng margrn declrned 2. 8 percentage:pomts

in 2001, New York and. Boston cont'rnued to: be among
_the most difficult’ markets as‘a’ resu!t of reduced levels_g
of business travel:"For'thefirst six months of 2002, =
.RevPAR. for:US Core Hotels; on-a US ‘dollar baSIS, -
decreased 10 2%, and' he gros operatmg marg o

: -_declrned 3.5 percentage points to 30.8% from 34. 3%,
fs compared to the same pericd in 2001,

s ‘,;In the second quarter of 2002, RevPAR for Canada/
Mecho/Carlbbean Core Hotels, on a US dollar basis,

i Qdecreased by:5.4%and the gross operating margin- -
eclined'2:2 pefcentage points from 35.4% t0 33.2%, |

\c"omp“ éd to the ‘same quarter in 2001. For the
“first: srx,months of 2002, Canada/Mexico/Caribbean

dollar basrs of 8. 5% and the gross operating margin

‘ FlevPAFl for Europe/Mrddle East Core Hotels, on a
.-US. dollar. ba5|s was essentrally flat and the gross

"\f\operatrng:margln declrned one _percentage point from

mpared 1o th same>period-in -2001. -During the
uarter thére wasd'divergence of operating performance
';wrthln ‘the Europe/Mrddle East Core Hotels. Four Seasons

~hotels i in Parrs and Mrlan bcth experrenced occupancy -

,levels in exces of 80% -as a'result of strong demand
. from bo‘thl usiness travellers. Four Seasons

“idemand in th je markets

HFor the srx months ended June 30 2002 RevPAR for

ore Hotels experrenced a decrease in RevPAR, ona. -

fhotels ln Carro and’ lstanbul experienced occupancy .
\,declmes of over15% asaresuftof generally weak travel -

'41.4%. 16:40.4% ln the second quarter of 2002, as

| Europe/Mlddle East Core Hotels, ona US dollar basis, ;

‘xdecreased 3.9% ‘and:the gross operating margin 2

:'”“:"rmproved from 38.0% to 38.2%, as compared.to the .-

- _:currency basrs for the second quarter of 2002, as

“‘compared’ to the 'same period in 2001.

. Pacific Core Hotels, on a: US dollar basis, decreased 2 2%
i zand: the gross operatlng margrn declined 2.1 percentage

:same penod rn,2001 Europe/Mrddle East Core Hotels: . .
( crease in RevPAR of 5.1%, on a local %

'hcompared to. the ‘same :period in 2001. On a local

currency ba5|s RevPAR for Europe/Middle East Corey. !
"jHoteIs decreased 4.7 % during the first half of 2002, as"‘”

Four Seasons Hotels Inc.

."'_For the second Qquarter ‘of 2002, RevPAR for Asra/lfli .




-~ currency basis, -during the second quarter of 2002 as

Management’s Discussion and Analysis (continued) .

“points from 37.4% to 35.3%, as compared to the
second quarter of 2001. The Company's properties
v~under management rn Tokyo Sydney and ‘,Bangkokyﬁ;ii

~the region dunng the quarter The. hotels an
Singapore and Bali experrenced RevPAR

2002 as compared to' the same penod in. '001 ank
" the gross operating margrn decline 1 percentag 3
"points from 37.7%. t0 35.6%: Asra/Pac c.Core Hotels:
experienced a:RevPAR decrease of 5. 9% ‘on afIQCa.:..:

compared-to. the: same peruod in 2007400 a'lo¢
currency basis, ‘ReVvPAR for’ Asra/Pacrfrc Core Hotelsf
-decreased 8% in.the first srx “months. of 200
+-compared to the same:p nod

The Company s worldwide resort portfolro expenence B
& US doflar RevPAR decline of. 3 3%..in. the second"v' '

room rate of US$387 ‘was essentrally flat;as compared A
‘10 the second quarter. of.2001: For the! SiX months‘
ended June 30,2002, the Companys resort portfoho
experienced a US dollar RevPAR declrne ofu4'2% iag !
. compared to the same.period.in 2001  as occupancres»
declined on average by 3 percentage points and the:
average daily room rate was essentralty flatat US$424 . ,
as compared to the.same penod in 2001

Management Operatlons

Management fee -=revenues decreased ,18 2% to;
£39.9 million-for'the quarter-ended June 30, 2002 and;
decreased 19 6% 10 $75 9'million for the srx monthsﬂr
ended June 30, 2002, as compared to the samef s
in 2001. As expected, RevPAR' declrned ona worldwrd :
basis, which' rediced proﬁtabrlrty ofu the hotels under :

e management and negatrvely affected the Company'’s
,;protlt “based: mcentlve fees during the second quarter of
- 2002, as compared to the second quarter of 2001.

. during-thersecond guarter of 2002. Reduced incentive -
'f'fees caused by lower profitability of the hotels under
) counted for.$6.8 miliion of the fee
: dechne dunng the frrst six-months of 2002.

A portron of the dechne in fee revenues was caused by

f the Company ceasang to'manage The Regent Hong Kong-
._Dunng the second quarter of 2001,

1 es from The Regent Hong Kong were

' he decllne in fee revenues was also -
',part 10 a reduction in fees received
”'from Four Seasons resrdentral projects. The sales of
resrdentral pro;ects were negatively affected by lower
- ~demand levels caused:by-the weakening economic -
n rtrons rn the Umted States, although average ...
eved selhng prrces of the units- increased by 36% -
: rn the second quarter.of 2002, as compared to the
- 'second quarter of 2001

As :a resU‘tt of these reductions in fee revenues and to
ncreases. in generat and-administrative costs, which
Hwerei nline. wrth rnflatron Four Seasons’ management
U earnings,. before other operatrng items, for the second
' ‘quarter. of 2002 decreased 28.2% to $24 million, as
ff'compared to $33,5 million in-the second. quarter. of
: 2001 Management earnmgs before other operating
Fitéms,for. the six months ended June 30, 2002
were 544, 9 million;-a:28.8% decrease as compared to
$63 1 mrllion for the same period i in 2001.

The management operatrons profit margin® for the . ;
quarter ended June 30, 2002 declined to 60.1%, as
: compared 10 68 5% for the same period in 2001, and
was B9 2% for the six months ended June 30, 2002, as
Lt compared to 66:8% for the same period in 2001. On 8
full-year basis, the Company expects the profit margin -
on its Mahagement business to be comparable to the
+58:3% ‘profit margin achieved for the full year of 2001. -

Four Seasons Hotels Inc.

! Incentrve fees decllned by 35% during the guarter, which_ .
epresented.$3.9 miliion of the fee decline experienced




..Management's Discussion and Analysis (continued)

Ownership Operations® -

Ownership operations losses; before other'o’perating
items, were $249,000 in the second quartet 0f2002,as
compared-to earnings of - $721 000..in..the second o
quarter of 2001. The weaker economic conditions N
New York contlnued to negatlvely affect the Compan s S

declined'by 18! 9% durrng the second quarter [
: compared tothe second quarter of:2001, whrch"r 'S

reflectrng the partlcularly drffrcult condmons' in.the
New York market ' ey .

Other Income'/Expeanse

Other income, net, for the second quarte wa
-$2.8 million compared 16 $3.4 miilion*forithe: same
period in 20071: The Company reahzed a3 net foreig
exchange accountmg garn in'the: second quarter of
2002 of $3: 6 miliion, as-compared to’a: $1 5 million’
loss in-the second quarter of 2001 As‘ drscussed in:

foreign currencies through the use of forergn exchange
forward contracts. The gain in the: second quarter of
2002 was the: result of a srgmfrcant strengthenrng
~of various currencies agamst the' Canadran and.- U
dollar, relating primarily. to..the Companys 'workmg :
" capital position‘and-other monetaw assets{’
the unusual volatility in-foreign curréncies experlenced
- during the quarter, - the Company increased.-the
proportion of-its workrng capntal and other monetary
_assets that.are hedged

During the  second. quarter of 2001 the Company e
recognized-a $4.7 million garn relating: tc e reversalii
of provisions in-connection with: its-investment in" "

“, ok Four Seasons Hotel Prague the sale of whrch closedf'
‘In the third’ quarter of 2001,

Depreclatlon and Amortlzatlon

‘Deprematron and amortization expense for.the second :
guarter. 02002 was $3.6 million.and $7.1 miliion-for::
the” srx months ended June 30; 2002, as compared to‘ ,.
7millionand $7: 7 million, respectively, for the same
perio s'm 2001 The .decrease in depreciation and
: vamortxzatlon expense was primarily attributable to:a

change rn theaccounung standard relating to goodwrll' o

angrble‘ assets. that became effective

003 basrc earmngs per “share or $O 02 dlluted‘
: earmngs per share) as compared to the same penod in’

earmngs wouid have reﬂected an rmprovement of $1.5
mrlhon {80:05: basic earnings per share or $0.03 diluted
earnlngs per share); as compared to the same period in’

econcrhatron in note 1(a) to the second quarter
; :nsohdated frnancrat statements) :

~Net vlnté'r'e'*si 'I'ncome_

| Net interest income for the quarter ended June 30,
;2002 was “$958, ‘OOO as compared to net interest.
w'"}mcome '0f $3.3 million ‘for the same period in 2001, ,
~ primarily:- ‘due:to lower interest rates earned on. .
"short-term: cash ‘deposits, offset by reduced interest.
expense resultmg from the redemption of $100 million ,

i pnncrpal amount ‘of unsecured debentures in Noveniber |

2007, 1n addrtlon higher interést income was- reahzed
in- the’ second quarter of 12001 from interest on

: -properties, which.were subsequently repaid in 2001, -

Four Seasons Hotels Inc.

',recervabie,s relating. to the Pregue and Scottsdale. .....




o Balance Sheet -

Management’s Discussion and Analysis (continueg). ..

* “Forthe six months ended June 30; 2002, netinterest
~income was $3 million, @s-compared to net: rnterest :
" income of $4.8 mrllron for the same perrod in 200‘1

Income Tax Expense

The Company’s effectrve tax rate in: bot the second.
guarter and the first six months ended June 30 2002\ e
' ,and the comparable perrods in 2001 was 24%. e

A part of the Company S busrness strategy is'to invest.
a portron of avarlable cash'to obtam new management
' agreements or enhance exrstrng management,

ongoing balance sheet evaluatro
.revrewed each mvestment and: has deter

variety of matters relatrng to the completron and.
ongoing operation of the: hotel mcludrng the default 0
-a US$5 million loan. owed: to the Company that is
secured by a second mortgage and that is egrstered
against the hotel. Formal notice of the defau hasibeen
given to the owner. The disputehas been referred to:
--arbitration and the Company currently has asof
1o believe. that its. loan-is not approprrately secure

provided due process ‘of:aw. is respected::Due to
the ongoing. flnancral drffrcultres of thi oriof ithe.
_Caracas “hotel “and.. the resultrng working:ice pltal
deficiencies at the hotel, Four Seasons Hotel Caracas
ceased taking guest reservatrons as at June 122002
The Company..is: pursurng all avarlable remedres wrth:
the objective of protecting its management rights: and‘
- its loan and allowing the'hotel to resume itsioperations
onasound frnancral basis. The Company s tot: _balance
sheet exposure 1o the Caracas property rsr$10 9 mrllron )

~Cash and cash equivalents continue to be one of the

“largest ass,ets on. the Company's balance sheet.
The! Companys cash and cash equivalents were
$207 3 million as at June 30, 2002, as compared to
$21,0,4 mrllron as at December 31, 2001.

June 30 2002 and December 31, 2001 The Company's
debt posrtron consists prrmarrly of its zero coupon

-~ ‘Company’s 2001 Annual Report.

: the Compan‘y}has_r‘nvvestment grade ratings from each
.'of the ‘bond rating agencies that cover the Company.
‘Recently, Moody's..confirmed its investment grade
rating and ohanged its outiook for the Company from
negatrve” to.stable;“Moody’s has indicated that the
' rmprovement in‘the: outlook was due to Four Seasons’ -
rebound from the initial negative impact of the events .,
of: September 1¥inline wrth overallindustry trends, the -
, reduct'fn in:debt fevels’ and Moody’s expectation that

“with: respect 15'its on or off- balance sheet hotel-refated
recervables or mvestments

Cash Flow

The Company, generated -$6.2 million of cash from”
s .in: the - second quarter of 2002° and
13:9: mrllron urrng the six months ended June 30; o
‘ ‘2002 as compared to $27.6 million and $58.6 million, |
m_respectrvely, for. the same periods in 2001. Durrng ' i
e‘quarter;-the Compmny funded $6.8 million in new.: -
e management ‘opportunities. The Company expects. -
total capital spendmg -and dividends in 2002 to be
L approxrmately the same as in 2001 (approximately- ..- |
. $73.2: million).~-During" theé remainder of 2002, the
Company expectsto make investments in a number of
Four Seasons projects including Sedona, Jackson Hole;
Costa Brca ‘and:Sao Paulo. E

Four Seasons Hotels Inc.

the Company is unlrkely to face any material impairment  *
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“Lease and Contrngent Commltments 2

__commitments, There has been no materlal change to

“change. in respect of these‘:commltmen
“remainder of thrs frscai yea

Current Operating Outlo‘ k

) The Company expects that the remvaxnder of he year¢

_ properties.] The recent srgnrfrcant dechnes and ongomg

As discussed in the Companys 2001 Annual Report S
the Company has. certain: lease:.and. contlngent‘

these commitments throlgh:the: first six months:iof»
2002 and the’ Company does:not antlcrpat

will contrnue to be” chaHengrng.due 10 the
weakness in corporate travel demand whrc contin
to negatrvety affect:a number of the Companys

volatility in global eqU|ty markets" are also expected
to impede the recovery:-of thg! global economy and

which one can be confrdent

In the current envrronment t

revenues would increase by 5%:in 2002 General and N o
administrative expenses.are expected to. continue 16 o
remain generaliy unchanged compared to 2001 ona

- full-year 2002 also will remain comparable to the 2001
. profit- margin 0f59.3%.

The .oontinued weak global econcmic conditions,

~+-combined with-delays in the start of construction of the

Four Seasons Resrdence Club Sedona at Seven Canyons e

- uH year 2002 to be- approxrmately‘ 2

‘$1;1 5 mrllron whrch is approxrmate!y $3 mrHron greater o

Olymprc‘"Hotel Seatt!e began marketing the hotel- for. :
sale he-owner.is: assertrng that the hotel can be sold“

msurer regardlng the expenses relating’ to the repalrs e
and mterruptron of busmess of the hotel.

ended June 30 2002 the management fees’ from,

our: Seasons Olymprc Hotel-Seattle-and The ‘Regent
Hotal Jakarta represented approxrmately 1.6% of total " ;
fee revenues for that' penod ‘

o Al dollaramounts referred toin this document are Canadian; .. -,

" dollars un/ess otherwrse noted. The financial statements. - ; 3

; fare prepared in accordance with Canadian genera//y o
~accepted account/ng pnncrp!es ’ '

Four Seasons Hotels Inc.
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P

. Forward-Lookmg Statements

- This document contarns “forward /ookrng statements
within the meanmg of federal secuntres /aws including

T RevPAR profit, marg)’v and’ earnrng ‘trends; statements

concernmg the: number of /odgrng propertres expected to

‘dech e. and vo/at/hty, the pace ‘of the lodgrng rndustrys‘
recovery.from the' te'ronst attacks: of September 1 1 .2001

N _'statement whetherasaresu/t of new. rnformatron future A

“and- subsequent uncertamty concerning . the potentral for-
sr_‘ Tillar events suppy and demand changes for: hotel.
rooms and resrdentra propertres competttrve condmons’
in the‘ /odgmg ndustry re/at:onshrps ‘with c/rents ‘ang-
,roperty,‘owners and the avarfabrhty of: caprtal o fmance v '
. growth any.of which could. ause actual results to differ.
Iy:from': those expressed n=or rmplred by the
: statements herein, Tnese starem 'nts are.fade. as of the
:date of thrs document; -and: the Company undertakes no .
. ‘oblrgatron to:publicly upda te-or revise‘any: forward /ookrng .

. events:or: othervwse

: RevPAR |s defnad as average room revenue per-gvaila oom‘, ReQPAR is.8
. 'commcnty used mdrcator of market perforrnance for hotels and res0ms. a’nd,

. ra ta ac eved dunng rhe penod RevPAR does not. lnclude fo04- and beveraga or i
4 ;,tothe. anczliarv revenues gen ated by a note1 or fesort.. ;

The te'm Core Hotets means hotels end Tesorts under management for thefull :
~iyear.ofboth 2002.ard 2001 CRanges from tha 2001/2000 Core Horels ara'the -
¢ -additions: of Four Seasons Resort: News énd Four Seasons Hotel Cairo at The
.. First Residence, and t'we de(euon of The Regen' Jakane {which closed for repaurs

m February 2002 followi da age from tenswe floodmg) s E

a3 Gross operatmg marg n represents gross opera mg profat asa percent of gross
L operatrng revenus,

) The management ope'a'( ! pfof margm repfesents management eammgsi s
7 bstore ower. operating nems as al percent of management operataons revenue.

i Inc\uded in ownershrp operauons eamir gs (Io ses) are the consohdated revenues -




.Consolidated Balance, Sheets

" {naudited s T T Aslat i
{in thousands of dollars) el ST T June 30, Deceirider 31,

D 2002 2001

: zoz 753'

',»;Investment in trademarks
~and trade names (ot 1(

; Future mcome fax assets

6,4827 .
714,590 -
40,8677

: fOther assets

5961508 8,980,381

-i1,188%

52,001 ...

324347 319460,
178543 178,543

ustment from forelgn
currency transiatnon o

ficial $tatairignts! 7
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.. Consolidated Statements of Operations

* (Unaudites)

Thise months ended

Yh

Six months ended -

{In thousands of doliars sxcem per share amounts) : . June 30, June 30;
2002 2001 20022000
Consolidated revenues (note 31 . - 180,964 § 90,185 $7 145545  $ 168,968
Management Operatior'lsv, o a1 T R
Revenues (note 4) ” . 39,934 .3 48824 $ 75926 § 94483
General and administrative expenses: 125,115,928} 1 (15,373) 131,009) 31,414)
' UB3asT 44,917 63,068
Ownership Operations | ) :
Revenues F “as0 71,804
Distributions from hotel investments <225 571
Expenses: _ R
Cost. of sales and-expenses - {40,840) {77,974)
Fees to Management Operations. i - 12,155) 12,756}
: 721 {8.355) 4.432)
Earnings before.other operating'items o 34,172 36,562 5863')' A
Dépreciationvand amortization . (3,728) {7,144) {7,867} .
Other income, net X :3,368.,". 1,624 3,640 .
- Earnings from operations: - 33812 31,042 54,610
Interest income, net it 3,268 - 2,966 4,811
Earnings before income taxes 37,080 - 34,008 59,421
~Income tax éprnsqé : :
Current o (8,298} (4,387) (13,009)
Future {2,718) . (60 {3,775) {1.252)
2) ' (8899) 8.162) 14261
Net earnings $728181 7 7 s 25846 . 3. 45,160
Basic earnings per share $ 080 $ 074 1.29
Diluted earnings per share L S ik 8072 $ 070 $ 117

See accompanying notes to consolidated financial'$tatements:
: Ll T

Four Seasons Hotels Inc.




Consolidated Statements of Cash
Provided by Operations

(Unaudited) ¢ -

: ;. Threemonths ended. - Six months ended
{tn thousands of dollars) -

S June 30, ) June 30,

Coo2002° 2001 2002 2001

Cas’h'provide& by (used in) operations:: L
Management Operations T e

- Earnings before ptherjbbe'ratiﬁg‘ items - $ 44917 § 63,069

ltems not requiring an outlay p_f funds 744 460
_'Working capital proVidéd;Ey Management Operations 45,661 63,529
d@nér'shib Oriaratipris - : e
Earnings (loss) before other operva,tih'gji,t,evrpsv . ' {8,355) (4,432)
{tems not redui;fﬁg an outlva‘y of funds —_— 2,657
Working capital provided by {used in) Ownership {8,355) (1,775
) » : 37,306 61,754
ihteres( received i 8,151 10,736
Interest paid. ' ‘ {425) (3,541}
Current income tax paid- -~ : {8,892} (8,892
Change in non-césh'working capital C(BIBTRy e (18,251) 4,312)
Other o 373) 5 14,011) 2,852
- Cash provided by qperaﬁérj' s 27553 $ 13,878 $ 58597

See accompanying notes to consolidated firancial staternen

Four Seasons Hotels Inc.




Consolidated Statements of Cash Flows

- (8ix monﬂls"en}:i;d
< June 30, w.

2002 ... 2001

(Unauditedy
{in thousands of dollars)

Cash provided by (used |n) : R

Operations: - :-1-"3: 13'878 g 58597

Financing: g .
‘Long-term oblrgauons mc!udrng current portnon
Issuance. of shares

CLase o aay 7e9) e
724 o awBr . 1641
= = ngs) a1

Dividends paid

Cash provuded by (used-in} fmancmg T2 2,273 447y

Capital investments:: L e . : S
Long-term receivables.. e (7;5@1 Gl (6:647) {8,151} (28 589).
Hotel investments (1,100)" ", 3017 (1.682) . {5 059"

CBASE i — : 5455 - 18425
0 (2,740) 5,730) (3,894
#5(1,808), " {2,199) {7:356)"

Disposal of hotgl rnvestments .
- Purchase of fixed assets T
Investment in trademarks trade names and management contracts

Other assets * (2807 16,083) 7 (2415) <
Cash used in capr{al investments :.: {16,144} (18,4005 (2B,888)"
Increass (decrease) in"cash and cash’ equwalents;" s : {3 388) : (2,249) '29,262. o

_ Decrease in cash. due to unreahzed fore:gn exchange Ioss it (1 017) o . (851) (1,663)' L
Cash and cash equwalents beglnmng ‘of perlod o .?J;"JZS " 233,{314, : ’ 210,421 _,_218',700 :
Cash and cash equivalents, end of period ] $.207321 §.245609 . - § 207,321 $ 245699

See sccompanying notes {o consofidated financial,statemenxs:

Consolrdated Statements“'
- of Retamed Earmng

o {Unaudited) Six months ended 5

~{In thousands of dollars) . - -

Retéined earhings, S
_.beginning of period
Effect of adoptnon ‘of new!
'standard on accountmg
for mtanglble -a5s8ts. (note 1ta S

202, 760
1 45160
: (1.812)

Nst sarnings :
Dividends declared: =" "

“Retained earnings,

" end of period .0 °§ 283,275 § 246,108

See accompanying notes 10 consglidated financial »statemsm'sl

Four Seasons Hotels Inc.




Notes to..

{Unaudited)
{In thousands of doifars except per shara amounts)

These interim consolidated financial statements do not
include all disclosures required by Canadian generally
accepted accounting principles for annual financial
statements and should be read in conjunction with the
Company’s annual consolidated financial statements for
the year ended December 31, 2001.

1. Significant accounting policies:

The significant accounting policies used in preparing
these interim consolidated financial statements are
consistent with those used in preparing the Company's
annual consolidated financial statements for the year
ended December 31, 2001, except as disclosed below:

(a} Intangible assets

Effective January 1, 2002, the Company adopted the
new accounting standard for goodwill and other
intangible assets as established by the Canadian Institute
of Chartered Accountants {“CICA") without restatement
of prior pericds. Intangible assets with indefinite useful
lives are no longer amortized but are subject to
impairment tests on at least an annual basis. Potential
impairment of an intangible asset is determined by
comparing the asset's carrying value to its fair value. Any
loss resulting from impairment tests effective January 1,
2002 must be recognized as a charge to opening retained
earnings. Impairment arising subsequent to January 1,
2002 will be recognized as a charge to income. Intangible
assets which do not have indefinite lives are amortized
over their useful lives. These intangible assets are subject
to an annual impairment test comparing carrying values
10 net recoverable amounts.

During the first quarter of 2002, in accordance with the
new accounting standard, the Company completed its
review of its existing intangible assets. That review
determined that its investment in the rights to the
Regent trade name, which was transferred to Carlson
Hospitality Worldwide (“Carlson”) in 1997 in exchange
for the entitlement to receive payments from Carlson
based on a percentage of gross royalty revenue of new
development projects, has an indefinite useful life. As
required by the new standard, the Company tested
this intangible asset for impairment as at January 1,
2002 under the new fair value based impairment
methodology, and determined that its fair value was
less than its carrying amount. As a result, the Company
recorded during the first quarter of 2002 a decrease to
retained earnings of $26,366, a decrease to investment
in trademarks and trade names of $27,042 and an
increase to future income tax assets of $676.

The Company has determined that none of its other
intangible assets have indefinite lives and, accordingly,
amortizes such intangible assets over their estimated
useful lives. Prior to 2002, the Company amortized its
investment in management contracts on a straight-line
basis cver the terms of the contracts to a maximum
of 40 years. Effective January 1, 2002, as required
under the new accounting standard, the Company
amortizes its investment in management contracts
over the actual term of the contracts in proportion to
the benefits received.

For the three months and six months ended June 30,
2001, had the Regent trade name transferred to Carlson
not been amortized and had the amortization of
investment in management contracts been adjusted for
the change in estimated useful lives, the reported net
earnings, basic earnings per share and diluted earnings
per share would be adjusted as follows:
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Three  months ended June 30, 2001 Six months ended June 30, 2001

{Unaudited) Basic Diluted Basic Diluted
{In thousands of dollars Net Earnings Earnings Net Earnings Earnings
axcent per share amounts) Earnings Per Share Per Share Earnings Per Share Per Share
Reported amounts $ 28181 08 § 0.72 $ 45180 3 129 % 1.17
Trade name amortization {net of income tax

recovery of $5 and $10, respectively) 190 0.01 oXe)] 380 0.01 0.01
Management contract amortization (net of income tax

recovery of $79 and $160, respectively) 539 0.02 001 1,090 0.04 0.02
Adjusted amounts $ 28910 083 § 074 $ 46630 $ 136 3 1.20

(b) Foreign currency translation and
hedging relationships

Effective January 1, 2002, the CICA amended the
accounting standard for foreign currency translation by
eliminating the requirement to defer and amortize
unrealized translation gains and losses on long-term
foreign currency denominated monetary items with
a fixed or determinable life. Due to the hedging
relationships established by the Company during 2001
relating to its long-term receivables, long-term
obligations, investments in self-sustaining foreign
operations and foreign exchange forward contracts,
the adoption by the Company of the amendment to the
standard on accounting for foreign currency transiation
did not have an impact on the Company for the
six months ended June 30, 2002.

In addition, in December 2001, the CICA issued an
accounting guideline relating to hedging relationships.
The guideline establishes requirements for the
identification, documentation, designation and
eftectiveness of hedging relationships, which will be
effective for fiscal years beginning on or after July 1,
2002. The Company has not yet determined the impact
of the implementation of this guideline on its 2003
consolidated financial statements.

(e} Stock-based compensation and

other stock-based payments
Effective January 1, 2002, the CICA issued a new
standard relating to the accounting for stock-based
compensation and other stock-based payments. The

new accounting standard requires the use of a fair value
based method to account for stock-based payments to
non-employees, and for employee awards that are
direct awards of stock, cash or other assets, or are
stock appreciation rights that call for settlement by the
issuance of equity instruments, granted on or after
January 1, 2002,

As permitted by the new standard, the Company has
opted to continue to use its existing policy under which
no compensation expense is recorded on the grant of
stock options to employees. Consideration paid by
employees on the exercise of stock options or the
purchase of shares is recorded as capital stock. The new
accounting standard does, however, require additional
disclosures for options granted to employees, including
disclosure of pro forma earnings and pro forma earnings
per share as if the fair value based accounting method
had been used to account for employee stock options.

Accordingly, the compensation element of stock options
issued by the Company during the first six months of
2002, based on the fair value of the options on the date
of grant, has been estimated using a Black-Scholes
option pricing mode!l with the following assumptions:
risk-free interest rates ranging from 4.29% to 5.20%;
semi-annual dividend per Limited Voting Shares of
$0.055; volatility factors of the expected market price of
the Company's Limited Voting Shares ranging from
47.4% 10 49.8%; and expected lives of the options
ranging between 4 and 7 years, depending on the level
of the employee who was granted stock options.

Four Seasons Hotels Inc.”




Notes:to .Consolidafédi.Einancialjféi:étements :

For the three months and six months ended June 30,
2002, assuming the Company had accounted for its
stock options issued under the fair value based method,
pro forma net earnings would have been $17,905 and
$25,624, respectively, pro forma basic earnings per
share would have been $0.51 and $0.73, respectively,
and pro forma diluted earnings per share would have
been $0.48 and $0.70, respectively. In calculating
pro forma net earnings and pro forma basic and
diluted earnings per share, stock options issued prior to
January 1, 2002 have been excluded from the fair value
based accounting method.

2. Shareholders’ equity:

As at June 30, 2002, the Company has outstanding
Variable Multiple Voting and Limited Voting Shares of
35,162,262 and outstanding stock options of 5,728,347
(weighted average exercise price of $52.09). In
addition, the Company has 655,404 convertible notes
outstanding, each of which may be converted into
5284 Limited Voting Shares of the Company. The
Company, however, has the right to acquire for cash
the notes that a holder has required to be so converted.
Holders also have the right to require the Company to
purchase all or a portion of their notes on September 23,
2004, September 23, 2008 and September 23,2014 in
consideration for Limited Voting Shares having a fair
value equal to the issue price plus accrued interest to
the date of purchase. The Company has the right
to acquire for cash all or a portion of the notes that a
holder has required to be so purchased. Also, on or after
September 23, 2004, the Company may redeem for
cash all or a portion of the notes.

3. Consolidated revenues:

Consolidated revenues of the Company are comprised
of revenues from Management Operations, revenues
from Ownership Operations, distributions from hotel
investments, less fees from Ownership Operations to
Management Operations.

4. Revenues under management:

Total revenues under management were $752,481 for
the three months ended June 30, 2002 ($786,649
for the three months ended June 30, 2001), and
$1.438,419 for the six months ended June 30, 2002
1$1,537,174 for the six months ended June 30, 2001).
Total revenues under management consist of rooms,
food and beverage, telephone and other revenues of
all the hotels and resorts which the Company manages.
Approximately 67% of the fee revenues garned by the
Company were calculated as a percentage of the total
revenues under management of all hotels and resorts.

5. Seasonality:

The Company's hotels and resorts are affected by
normally recurring seasonal patterns and, for most of
the properties, demand is lower in December through
March than during the remainder of the year. The
Company's ownership operations are particularly
affected by seasonal fluctuations, with lower revenue,
operating profit and cash flow in the first quarter,
ownership operations typically incur an operating loss in
the first quarter of each year. Typically, the fourth quarter
is the strongest quarter for the majority of the hotels.

Management operations are also seasonal in nature, as
fee revenues are affected by the seasonality of hotel
revenues and operating results. Urban hotels generally
experience lower revenues and operating results in
the first quarter which has a negative impact on
management revenues. However, this negative impact
on management revenues generally is offset, to some
degree, by increased travel to resorts in those months
and may be offset to a greater extent as the portfolio of
resort properties managed by the Company increases.

In 2002, this normai seasonality is also heightened
by the ongoing impact from the September 11 terrorist
attacks, the war on terrorism and the weak US economy,
which adversely affected the normal decision cycle for
first and second quarter business travel and meetings
and leisure travel.
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