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Ibrahim Ahmed Al-Bassam & Co
Certified Public Accountants - Al-Bassam & Co.
(member firm of PKF International)

INDEPENDENT AUDITOR’S REPORT

To the shareholders of
Tourism Enterprise Company (Shams)
(A Saudi Joint Stock Company)

Report on the audit of the financial statements

Opinion
We have audited the financial statements of Tourism Enterprise Company (Shams) — Saudi Joint Stock
Company — (“the Company”) and the statement of financial position as of 31 December 2021, the
statements of profit and loss, other comprehensive income, changes in equity and cash flows for the
year then ended, and notes to the financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the company as of 31 December 2021, and its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards (IFRSs)
that are endorsed in the Kingdom of Saudi Arabia, and other standards and pronouncements issued by
Saudi Organization for Auditors and Professional Accountants (SCOPA).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) that are endorsed
in the Kingdom of Saudi Arabia. Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the financial statements section of our report. We are
independent of the company in accordance with the professional code of conduct and ethics that are
endorsed in the Kingdom of Saudi Arabia together and are relevant to our audit of the financial
statements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements of the year ended 31 December 2021. These matters were addressed in
the context of our audit of the financial statements as a whole, and informing our opinion thereon, and
we do not provide a separate opinion on these matters. For each key audit matters, a description on how
our audit addressed the matter is set out below:
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Ibrahim Ahmed Al-Bassam & Co
Certified Public Accountants - Al-Bassam & Co.
(member firm of PKF International)

INDEPENDENT AUDITOR’S REPORT "CONTINUED"

To the shareholders of

Tourism Enterprise Company (Shams)

(A Saudi Joint Stock Company)

Report on the audit of the financial statements “"continued™*

Key audit matters ""continued""

The key audit matter How the matter was addressed
Revenue recognition — Revenues
As of 31 December 2021, the Company | We performed the following procedure in relation
recognized total revenue of SR 15,975,723 | to revenue recognition:
(2020: SR 16,056,275). e Evaluating the design and implementation,
and testing the operating effectiveness of
Revenue recognition has been identified as a key relevant controls over the revenue cycle;
audit matter due to the following: e Testing of IT general controls and major IT
applications controls related to revenue
¢ Significant volume of transactions; recognition;
The auditing professional standards presume| ¢  Inspected sales transactions taking place at
that there is the significant risk related to either side of year-end to assess whether
revenue recognition. revenue was recognized in the correct period;
and
The accounting policy for revenue is outlined in| ¢ Performing substantive tests of details and
note 2 and a breakdown of revenue is presented in analytical procedures.
note 15.

Other Information included in the Company’s 2021 annual report

Management is responsible for the other information. The other information comprises the information
included in the Company’s annual report, other than the financial statements and our auditor’s report
thereon. The annual report is expected to be made available to us after the date of this auditor’s report.
Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance or conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise appears
to be materially misstated.

When we read the annual report, and conclude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance.
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Ibrahim Ahmed Al-Bassam & Co
Certified Public Accountants - Al-Bassam & Co.
(member firm of PKF International)

INDEPENDENT AUDITOR’S REPORT "CONTINUED"

To the shareholders of
Tourism Enterprise Company (Shams)
(A Saudi Joint Stock Company)

Report on the audit of the financial statements "continued"

Responsibilities of management and those charged with governance for the financial statements
Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRSs as endorsed in the Kingdom of Saudi Arabia and other standards and
pronouncements issued by SOCPA, The Company’s By-laws and the applicable requirements of
Company’s regulations, and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud or
error. In preparing the financial statements, management is responsible for assessing the company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern, and
using the going concern basis of accounting unless management either intends to liquidate the Company
or to cease operations, or has no realistic alternative but to do so. Those charged with governance are
responsible for overseeing the Company’s financial reporting process

Auditor’s responsibilities for the audit of the financial statements

Our objective is to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements. As part of an audit in accordance with ISAs as endorsed in the
Kingdom of Saudi Arabia, we exercise professional judgment and maintain professional skepticism
throughout the audit. We also:

* ldentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations or the override
of internal control.

»  Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

» Evaluate the appropriateness of accounting policies used, the reasonableness of accounting
estimates and related disclosures made by management.
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Ibrahim Ahmed Al-Bassam & Co
Certified Public Accountants - Al-Bassam & Co.
(member firm of PKF International)

INDEPENDENT AUDITOR’S REPORT "CONTINUED"

To the shareholders of
Tourism Enterprise Company (Shams)
(A Saudi Joint Stock Company)

Report on the audit of the financial statements "continued"

Auditor’s responsibilities for the audit of the financial statements "continued"

« Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the company’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosure in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the company to cease to continue
as a going concern.

» Evaluate the overall presentation, structure, and content of the financial statements, including the
disclosures and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

»  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the company to express an opinion on the financial statements. We are
responsible for the direction, supervision, and performance of the company audit. We remain solely
responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit. We also provide those charged with governance with
a statement that we have complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reasonably be thought to bear on
our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the financial statements of the current year and are therefore
the key audit matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine
that a matter should not be communicated in our report because the adverse consequences of doing so
would reasonably be expected to outweigh the public interest benefits of such communication.
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Ibrahim Ahmed Al-Bassam & Co
Certified Public Accountants - Al-Bassam & Co.
(member firm of PKF International)

INDEPENDENT AUDITOR’S REPORT "CONTINUED"

To the shareholders of
Tourism Enterprise Company (Shams)
(A Saudi Joint Stock Company)

Report on the audit of the financial statements “continued™*

Report on other legal and regulatory requirements

Based on the information that has been made available to us while performing our audit procedures,
nothing has come to our attention that causes us to believe that the Company is not in compliance, in all
material respects, with the applicable requirements of the Regulation for Companies in the Kingdom of
Saudi Arabia and the Company’s By-laws in so far as they affect the preparation and presentation of the
financial stategpents.
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Tourism Enterprise Company (Shams)
(A Saudi Joint Stock Company)

Statement of financial position
For the year ended 31 December 2021
(All amounts are in Saudi Riyals)

Assets

Non-current assets

Property, plant, and equipment, net
Investments property, net

Total non-current assets

Current assets

Trade receivables, net

Prepayments and other receivables, net
Cash and cash equivalents

Total current assets

Total assets

Liabilities and sharcholders’ equity
Sharcholders' equity

Share capital

Statutory reserve
Accumulated losses

Total shareholders’ equity

Liabilities

Non-current liabilities

End of service provision
Total non-current liabilities

Current liabilities
Trade payables

Accrued expenses and other credit balances

Provision for claims
Accrued zakat

Total current liabilities
Total liabilities

Total sharcholders’ equity and liabilities

31 December 31 December
Note 2021 2020

6 47,309,764 50,074,710
i 6,541,824 6,775,126
53,851,588 56,849,836
8 2,511,590 3,197,279
9 803,428 667,121
10 13,317,303 15,776,891
16,632,321 19,641,291
70,483,909 76,491,127
5 52,566,930 101,500,000
2,913,121 2,913,121
(40,567) (34,770,370)
55,439,484 69.642,751
11 1,342,866 1,204,872
1,342,866 1,204,872
605,506 168,666
12 4,570,541 2,909,548
14 7,765,534 1,966,300
13 759,978 598,900
13,701,559 5,643,504
15,044,425 6,848,376
70,483,909 76,491,127

S

The accompanying notes form part of these financial statemerfs
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Tourism Enterprise Company (Shams)
(A Saudi Joint Stock Company)

Statement of profit or loss and other comprehensive income

For the year ended 31 December 2021
(All amounts are in Saudi Riyals)

31 December

31 December

Note 2021 2020

Continuing operations
Revenue 15 15,975,723 16,056,275
Cost of revenue 16 (12,892,512) (10,622,505)
Gross profit 3,083,211 5,433,770
Selling and distribution expenses 17 (1,066,925) (774,393)
Administrative expenses 18 (9,183,520) (10,222,925)
Claims provision expensc 14 (5,799,234) (1,966,300)
Other gains 19 84,460 75,289
(Loss) before zakat (12,882,008) (7.454,559)
Zakat expense 13 (1,154,419) (740.821)
(Loss) for the year (14,036,427) (8,195,380)
Other comprehensive income:
Other comprehensive income not to be
reclassified to profit or loss in subsequent
years (net of zakat):
Actuarial (loss) from re-measurements of post-
employment benefit obligations 11 (166,840) (54,687)
Other comprehensive (loss) for the year, net
of zakat (166,840) (54,687)
Total comprehensive (loss) for the year, net of
skt (14,203,267) (8.250,067)
Loss per share
(Loss) per share before zakat 22 (1,31) (0,73)
(Loss) for the year 22 (1,42) (0,81)

ief Executive Officer  Deputy Chairman -Executive

e
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The accompanying notes form part of these financial statements



Tourism Enterprise Company (Shams)
(A Saudi Joint Stock Company)

Statement of changes in sharcholders’ equity
For the year ended 31 December 2021
(All amounts arc in Saudi Riyals)

Statutory Accumulated

Share capital reserve losses Total
Balance at 31 December 2019 101,500,000 2,913,121 (26,520,303) 77,892,818
Net loss for the year - - (8,195,380) (8,195,380)
Actuarial loss - - (54,687) (54,687)
Total comprehensive loss for the year - - (8.,250,067) (8,250,067)
Balance at 31 December 2020 101,500,000 2,913,121  (34,770,370) 69,642,751
Net loss for the year - - | (14,036,427) (14,036,427)
Actuarial loss - - (166,840) (166,840)
Total comprehensive loss for the year - - (14,203,267) (14,203,267)
Capital reduction (48,933,070) - 48,933,070 -
Balance at 31 December 2021 52,566,930 2,913,121 (40,567) 55,439,484

Chief Financial Officer ¢f Executive Officer  Deputy Chairman -Executive

Ahmed Mohamm

ulciman

The accompanying notes form part of these financial statements
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Tourism Enterprise Company (Shams)
(A Saudi Joint Stock Company)

Statement of cash flows
For the year ended 31 December 2021
(All amounts are in Saudi Riyals)

31 December 31 December
2021 2020

Operating activities
Net loss before zakat (12,882,008) (7,454,559)
Adjustments for
Depreciation of property, plant, and equipment 5,742,889 5,793,531
Depreciation of investments in property 233,302 233,941
Expected credit losses 1,478,649 1,087,538
Provision for doubtful debt - 2,628,628
Provision for claims 5,799,234 1,966,300
Provision for employees’ end of service benefits 201,071 213,883
Loss (Gain) from sale of property, plant and equipment 433,754 (12,000)
Changes in operating assets and liabilities
Trade receivables (792,960) 1,254,051
prepayments and other receivables, net (136,307) (281,695)
Trade payable 436,840 (188.269)
Accrued expenses and other credit balance 1,660,993 1,337,515
Net cash generated from operations 2,175,457 6,578,864
Employees” end of service benefits paid (229,917) (243,349)
Zakat paid (993,431) (935,630)
Net cash generated from operating activities 952,109 5,399,885
Investing activities
Purchase of property, plant, and equipment (3,411,697) (1,182,816)
Proceeds from the sale of property, plant, and equipment - 12,000
Net cash (used in) investing activitics (3,411,697) (1,170,816)
Change in cash and cash equivalents (2,459,588) 4,229,069
Cash and cash equivalents at the beginning of the ycar 15,776,891 11,547,822
Cash and cash equivalents at the end of the year 13,317,303 15,776,891

Deputy Chairman -Exccutive
h Omar Al - Sywailem

The accompanying notes form part of these financial statements
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Tourism Enterprise Company (Shams)
(A Saudi Joint Stock Company)

Notes to the financial statements
For the year ended 31 December 2021
(All amounts are in Saudi Riyals)

1-

Organization and principle activities

Tourism Enterprise Company (Shams) (“the Company”) is a Saudi Joint Stock Company that was
established in the Kingdom of Saudi Arabia in accordance with the Ministry of Commerce under
Commercial Registration No. 2050021572 from Dammam dated 20 Moharam 1412 H corresponding
to 1 August 1991.

The company is engaged in managing business and tourism buildings including, chalets, motels,
hotels, parks, restaurants, cities, playgrounds, swimming pools, rest houses, central service stations,
and all services that lodges need.

The main activity head office is the only tourism project (Palm Beach Resort), which is located on
land leased from the Municipality of Dammam for 40 years from the date of 1 Muharram 1410 H
corresponding to 3 August 1989, ending on 30 Dhu al-Hijjah 1450 H corresponding to 14 May 2029.
Without specifying the contract on the possibility of renewing the lease contract.

The company conducts its activities in the Kingdom of Saudi Arabia in the city of Dammam in the
Half Moon Beach area, Dammam Postal code 31482 P.O. Box 8383.

The period terms of the company are 99 years from the date of issuance of the Minister of
Commerce’s decision to establish it and renewed by an extraordinary general assembly at least one
year before the date of its expiry.

The financial statements included the Head office accounts and the accounts of the branches.

Palm Beach Tourist Resort - Branch of the Touristic Enterprises Company (Shams) operates under
the sub-commercial registry number 2051049490 issued by the Ministry of Trade and Industry in
Dammam on 7 Shaaban 1433.

Basis of preparation

2/1 Statement of compliance
These financial statements have been prepared as of 31 December 2021 in accordance with the
International Financial Reporting Standards (IFRS) as endorsed in the Kingdom of Saudi
Arabia and other standards and pronouncements that are endorsed by the Saudi Organization
for Charted and Professional Accountants (“SOCPA?”).

As required by the Capital Market Authority through its circular issued on 16 October 2016,
the Company must apply the cost model to measure property, machinery, equipment, real estate
investments, and intangible assets when adopting the IFRS for a period of three years beginning
from the date of application of the IFRS, it was later extended until 31 December 2021.

2/2 Preparation of financial statements
The financial statements have been prepared under the historical cost principle, unless
International Financial Reporting Standards allow measurement in accordance with other
valuation methods that are indicated in the clarification of the main accounting policies.

-10-



Tourism Enterprise Company (Shams)
(A Saudi Joint Stock Company)

Notes to the financial statements **continued™
For the year ended 31 December 2021
(All amounts are in Saudi Riyals)

2- Basis of preparation ""continued"

2/2 Preparation of financial statements **continued™
The preparation of the financial statements in accordance with international standards for the
preparation of financial reports requires the management to make judgments, estimates, and
assumptions that may affect the application of accounting policies and the amounts disclosed in
the financial statements. These important estimates and assumptions are disclosed in note 4.

The Company's financial statements are measured using the currency of the primary economic
environment in which the company operates (“the functional currency”). The financial
statements are presented in Saudi riyals, which is the functional and presentation currency. The
numbers were rounded to the nearest riyals, unless otherwise stated.

2/3 New standards, amendments to standards, and interpretations

Amendments
A number of new amendments to standards, enlisted below, are effective this year but they do not have
a material effect on the Company’s Financial Statements, except for where referenced below.

New amendments to standards issued and applied effective in the year 2021

Effective for
annual years
Amendments beginning on or

to standard Description after Summary of the amendment

IFRS 9, IAS Interest Rate 1 January 2021
39, Benchmark

IFRS7,IFRS4 Reform — Phase

and IFRS 16 2

These amendments modify specific hedge
accounting requirements to allow hedge
accounting to continue for affected hedges
during the period of uncertainty before the
hedged items or hedging instruments
affected by the current interest rate
benchmarks are amended as a result of the
ongoing interest rate benchmark reforms.
The amendments also introduce new
disclosure requirements to IFRS 7 for
hedging relationships that are subject to
the exceptions introduced by the
amendments to IFRS 9

IFRS 16

Amendments to 1 April 2021
IFRS 16

Leasing -

Covid-19

Related Rent

Concessions

-11-

This amendment extends the exemption
from assessing whether a COVID-19-
related rent concession is a lease
modification for payments originally due
on or before 30 June 2022 (rather than the
payment due on or before 30 June 2021).



Tourism Enterprise Company (Shams)
(A Saudi Joint Stock Company)

Notes to the financial statements **continued™
For the year ended 31 December 2021
(All amounts are in Saudi Riyals)

2- Basis of preparation ""continued™

2/4 New standards, amendments, and revised IFRS issued but not yet effective

The Company has not applied the new and amended International Financial Reporting Standards and
the following amendments to International Financial Reporting Standards that have been issued but
are not yet effective.

Effective for

annual years
beginning on or

Description after

Summary of the amendment

Amendments
to standard
1AS 37
IFRS 16, IFRS
9, IAS 41 and
IFRS 1
IAS 16
IFRS 3

Onerous
Contracts -
Cost of
Fulfilling a
Contract
January 1, 2022

1 January 2022

Annual
Improvements
to IFRS
Standards
2018-2020

1 January 2022

Property, Plant 1 January 2022
and Equipment:

Proceeds before

Intended Use

Reference to the 1 January 2022
Conceptual
Framework

-12-

The amendments specify that the ‘cost of
fulfilling’ a contract comprises the ‘costs
that relate directly to the contract. These
amendments apply to contracts for which
the entity has not yet fulfilled all its
obligations at the beginning of the annual
reporting period in which the entity first
applies the amendments.

IFRS 16: The amendment removes the
illustration of the reimbursement of
leasehold improvements IFRS 9: The
amendment clarifies that in applying the
‘10 percent’ test to assess whether to
derecognize a financial liability, an entity
includes only fees paid or received
between the entity (the borrower) and the
lender. The amendment is to be applied
prospectively to  modifications and
exchanges that occur on or after the date
the entity first applies the amendment.
The amendments prohibit deducting from
the cost of an item of property, plant, and
equipment any proceeds from selling
items produced before that asset is
available for wuse. Additionally, the
amendments also clarify the meaning of
‘testing whether an asset is functioning
properly

The amendment as a whole updated IFRS
3 so that it refers to the 2018 Conceptual
Framework instead of the 1989
Framework.



Tourism Enterprise Company (Shams)
(A Saudi Joint Stock Company)

Notes to the financial statements **continued™
For the year ended 31 December 2021
(All amounts are in Saudi Riyals)

2- Basis of preparation ""continued"
2/4 New standards, amendments and revised IFRS issued but not yet effective "continued"

Effective for
annual years

Amendments beginning on or
to standard Description after Summary of the amendment
IFRS 17 Insurance 1 January 2023 The amendment has clarified what is
Contracts meant by a right to defer settlement, that a

right to defer must exist at the end of the
reporting period, that classification is
unaffected by the likelihood that an entity
will exercise its deferral right and that only
if an embedded derivative in a convertible
liability is itself an equity instrument the
terms of liability would not impact its
classification.

IAS 1 and Disclosure of 1January 2023 This amendment deals with assisting

IFRS accounting entities to decide which accounting
Practice policies policies to disclose in their financial
Statement statements

2

IAS 8 Amendment to 1 January 2023 These amendments  regarding the

definition  of definition of accounting estimates to help
accounting entities to distinguish between accounting
estimate policies and accounting estimates.

IAS 12 Income taxes 1 January 2023 This amendment deals with clarification
regarding the accounting of deferred tax
on transactions such as leases and
decommissioning obligations

Amendmentto Sale or N/A The amendments to IFRS 10 and IAS 28

IFRS 10 and Contribution of deal with situations where there is a sale or

IAS Assets between contribution of assets between an investor

28 an Investor and and its associate or joint venture.

its Associate or
Joint Venture

Specifically, the amendments state that
gains or losses result from the loss of
control of a subsidiary.

Management anticipates that these new standards interpretations and amendments will be adopted in
the Company’s financial statements as of and when they are applicable and adoption of these
interpretations and amendments may have no material impact on the financial statements of the

Company in the period of initial application.

-13-



Tourism Enterprise Company (Shams)
(A Saudi Joint Stock Company)

Notes to the financial statements **continued™
For the year ended 31 December 2021
(All amounts are in Saudi Riyals)

3- The principal accounting policies
The following is an overview of the important accounting policies applied in preparing these financial
statements of the company Tourism Enterprise Company (Shams) (A Saudi Joint Stock Company)
These policies are applied continuously to all periods presented, except as indicated in the basis for
preparation note 2, unless specified otherwise.

3/1 Foreign currencies

Translation of foreign currency transactions

Transactions denominated in currencies other than the entity’s functional currency (foreign
currencies) are recognized at the rates of exchange prevailing at the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies at the end of each reporting
period are translated at the rates prevailing at that date. Non-monetary items carried at fair value
that are denominated in foreign currencies are translated at the rates prevailing at the date when
the fair value was determined.

Exchange differences on monetary items are recognized in the statement of profit or loss in the
period in which they arise except for exchange differences on monetary items receivable from or
payable to a foreign operation for which settlement is neither planned nor likely to occur
(therefore forming part of the net investment in the foreign operation), which are recognized
initially in other comprehensive income and reclassified from equity to the statement of profit or
loss on repayment of the monetary items.

foreign currency translation differences

Transactions denominated in currencies other than the presentation currency are recognized at the
exchange rates prevailing on the date of the transactions. Monetary assets and liabilities
denominated in foreign currencies at the end of each reporting period are translated at the
exchange rates prevailing at that date. Exchange differences on monetary items are recognized in
the statement of profit or loss in the period in which they arise except when another
comprehensive profit is deferred to cover qualifying cash flows.

Assets and liabilities included in the financial statements of foreign companies that are issued in
their functional currency are presented in Saudi Riyal, which is the functional and presentation
currency using the exchange rates prevailing at the end of the year. Revenues and expenses in
Saudi Riyal are translated according to the weighted average exchange rates during the year or
according to the exchange rates prevailing at the date of the transaction for significant
transactions.

Differences arising from the retranslation of opening net assets of foreign operations, together
with differences arising from the translation of the net results for the year of foreign operations,
are recognized in other comprehensive income.

When there is a change of control in a foreign operation, exchange differences that were recorded
in equity are recognized in the statement of profit or loss as part of the gain or loss on disposal.
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3- The principal accounting policies ""continued"'

3/2 Segment reporting
An operating segment is a component of the Company that engages in business activities from
which it may earn revenues and incur expenses, including revenues and expenses that relate to
transactions with any of the Company's other components. All operating segments' operating

results are reviewed regularly by the Company's Chief Operating Decision Maker (CODM) to
make decisions about resources to be allocated to the segment and to assess its performance, and
for which discrete financial information is available.

Segment results that are reported to the CODM include items directly attributable to a segment
as well as those that can be allocated on a reasonable basis. Unallocated items comprise mainly
of corporate expenses and related assets/liabilities (primarily the Company's headquarters). Head
office expenses, research and development costs and related assets/liabilities, some goodwill and
intangible assets, and Zakat liabilities.

3/3 Property, plant, and equipment
Property, plant, and equipment except lands owned by the company and properties work in
progress are stated at cost less accumulated depreciation and impairment in value, if any. lands
owned by the company and properties work in progress are valued at cost.

Depreciation is charged to income applying the straight- line method at the rates specified in the
property, plant and equipment note. The estimated useful lives of assets will be depreciated as

follow:

Years
Buildings 5-30
Marina equipment 10-20
Motor vehicles 4
Marina equipment and tools 5-10
Furniture, fixture, and office equipment 4-10
Tools & equipment’s 5

In respect of additions and disposals during the year, depreciation is charged from the months of
acquisition or capitalization and up to the months preceding of the disposal respectively.

Annual review of residual values and useful lives

The residual value of the asset is the current estimated amount that the Company can obtain from
excluding the asset after deducting the estimated costs of exclusion if the asset has already reached
the expected life and condition at the end of its useful life.

The residual values and useful lives of the assets are reviewed and adjusted, if necessary, at the

end of each financial period. If the forecasts differ from previous estimates, the change(s) is
calculated as a change in accounting estimates.
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3/3 Property, plant, and equipment ""continued™

Asset segmentation

Property, plant, and equipment often consist of different parts with different useful lives or
consumption patterns. These parts are replaced (independently) during the useful life of the asset.
Accordingly:

Each part of the item of property, plant, and equipment is depreciated, the cost of which is

relatively important relative to the total cost of the item independently (unless one of the important

parts has the same useful life and the method of consuming another part of the same item of
property, plant, and equipment, in which case, the two parts can be combined together for the
purpose of consumption).

e Under the segmentation approach. The Company does not recognize the daily maintenance
costs of the item in the carrying amount of the item of property, plant, and equipment. These
costs are recognized in the statement of profit or loss when incurred. The components of the
different assets are determined and depreciated separately only for the significant parts of
property, plant, and equipment with useful lives or different depreciation patterns. However,
the principles regarding parts replacement (which represent the subsequent cost of a
replacement part) generally apply to all specific parts, regardless of whether they are
significant or not important.

Capitalization of costs within property, plant, and equipment

The cost of the item of property, plant, and equipment consists of the following:

e Purchase price, including import duties, and non-refundable purchase taxes, after discounting
commercial discounts and discounts.

e Any costs directly related to the origin of the site and the necessary condition for its operation
in the manner deemed appropriate for the administration.

o Initial estimation of the costs of dismantling and moving the item, returning the site on which
it is located to its natural state, and the obligation incurred either as a result of purchasing this
item or as a result of using it during a specific period for purposes other than producing
inventory during that year.

Subsequent costs are included in the carrying amount of the asset or recognized as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with the
item will flow to the Company and the cost of the item can be measured reliably, the recognition
of the carrying amount of one of the parts recognized as a separate asset ceases at replacing it.

Borrowing costs related to the qualifying assets are capitalized as part of the cost of the qualifying
assets until the commencement of commercial production.

All other repair and maintenance expenses are charged to the statement of profit or loss during
the period of the financial statements in which they are incurred. Regular maintenance and repairs
that do not increase the estimated useful life of the asset or production outputs are charged to the
statement of profit or loss when incurred.

Profits and losses resulting from the disposal of property, plant, and equipment are determined by
comparing the proceeds with the net book value and are included in other income.
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3/4 Impairment of non-financial assets
An impairment loss is recognized wherever the carrying amount of the asset exceeds its
recoverable amount that is higher of an asset's fair value less costs of disposal and its value in use.
Impairment losses are recognized in the statement of profit or loss.

The fair value is determined according to IFRS 13 on fair value and the cost of disposal is the
cost that can only be added. The book value of the assets is evaluated by the current discounted
value of future cash flows, taking into account the risks associated with money in the country in
which it is dealt.

On the date of each financial position, the values of the non-financial assets other than the
financial assets and those that were subject to impairment are reviewed for the possibility of
reversing the decrease in the value. When the impairment loss is subsequently refunded, the
carrying amount of the asset or cash-generating unit is increased in accordance with adjusted
estimates of its recoverable amount, provided that the book value does not exceed if no loss has
been recorded for the asset or cash-generating unit in previous years. A reversal of an impairment
loss is recognized as direct income in the statement of profit or loss. Impairment of property,
plant, and equipment primarily idle production capacity of the plant by closing or selling
ineffective products from auxiliary products. When the impairment loss is subsequently reversed,
the carrying amount of the asset is increased to the adjusted recoverable amount, within the book
value limits that would have been determined if the impairment loss was not recognized for the
asset in prior years. A reversal of an impairment loss is recognized immediately in the statement
of profit or loss, unless the underlying asset is included in the revalued value, in which case the
reversal of the impairment loss is treated as an increase in the revaluation.

3/5 Assets held for sale and disposal groups
Non-current assets held for sale and disposal groups are presented separately in the current section
of the statement of financial position when the following criteria are met:
- The Company is committed to selling the asset or disposal group,
- An active plan of sale has commenced,
- And the sale is expected to be completed within 12 months.

Immediately before the initial classification of the assets and disposal groups as held for sale, the
carrying amounts of the assets (or all the assets and liabilities in the disposal groups) are measured
in accordance with the applicable accounting policy. Assets held for sale and disposal groups are
subsequently measured at the lower of their carrying amount and fair value less cost to sell. Assets
held for sale are no longer amortized or depreciated.

Discontinued operations

Discontinued operations are reported when a component of an entity comprises operations and
cash flows that can be clearly distinguished, operationally and for financial reporting purposes,
from the rest of the entity is classified as held for disposal or has been disposed of, if the
component either, represents a separate major line of business or geographical area of operations
and is part of a single coordinated plan to dispose of a separate major line of business or
geographical area of operations or is a subsidiary acquired exclusively with a view to resale. Also,
when the board of directors has both approved and announced the planned discontinuance.
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3/5 Assets held for sale and disposal groups **continued**
In the statement of profit or loss, income (loss) from discontinued operations is reported separately
from income and expenses from continuing operations; prior periods are presented on a
comparable basis. In the statement of cash flow, the cash flows from discontinued operations are
presented separately from cash flows of continuing operations with disclosing the related assets
and liabilities to be disposed of or settled from and the causes of those changes; prior periods are
presented on a comparable basis.

3/6 Cash and cash equivalents
For the purpose of cash flow statement, cash and cash equivalents consist of cash on hand,
balances with banks, highly liquid short term investments with a maturity of three months or less
from the date of acquisition that are readily convertible to the known amount of cash and are
subject to insignificant risk of change in value, demand deposits and overdrafts which are payable
on demand are deducted.

3/7 Financial risks management
In the course of its business, the Company is exposed to a number of financial risks: credit risk,
liquidity risk, and market risk (including foreign currency risk and interest rate risk, commodity
price risk, and equity price risk). This note presents the Company’s objectives, policies, and
processes for managing its financial risks and capital.

Financial risk management is an integral part of the way the Company is managed. The Board of
Directors determines the financial control principles as well as the principles of financial
planning. The Chief Executive Officer organizes, manages, and monitors all financial risks,
including asset and liability matters.

The Chief Executive Officer, chaired with the Chief Financial Officer, is the governing body for
the establishment and subsequent execution of the Company’s Financial Asset and Liability
Management Policy. It ensures the implementation of strategies and achievement of objectives of
the Company’s financial assets and liabilities management, which are executed by the Central
Treasury, in specific local circumstances, by the subsidiaries. Approved treasury management
guidelines define, and classify risks as well as determine, by category of the transaction, specific
approval, execution and monitoring procedures. The activities of the Central Treasury are
supervised by the finance manager, which verifies the compliance of the strategies and/or
operations with the approved guidelines and decisions taken by the BOD.

Credit risk

Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting
in financial loss to the Company. Credit risk arises on liquid assets, non-current financial assets,
derivative assets, trade, and other receivables.

-18-



Tourism Enterprise Company (Shams)
(A Saudi Joint Stock Company)

Notes to the financial statements **continued™
For the year ended 31 December 2021
(All amounts are in Saudi Riyals)

3- The principal accounting policies **continued™
3/7 Financial risks management **continued"
Credit risk "*continued™

Credit risk management **continued"

The Company aims to minimize its financial credit risk through the application of risk
management policies. Credit limits are set based on each counterparty’s size and risk of default.
The methodology used to set the credit limit considers the counterparty’s, credit ratings, risk
ratios, and default probabilities upon a professional assessment of such party at the time of
granting a credit limit.

Counterparties are monitored regularly, taking into consideration the evolution of the above
parameters, as well as their share prices and credit default swaps. As a result of this review,
changes in credit limits and risk allocation are carried out. The Company avoids the concentration
of credit risk on its liquid assets by spreading them over several institutions and sectors.

Trade receivables are subject to credit limits, control, and approval procedures in all the
subsidiaries. Due to its large geographic base and number of customers, the Company is not
exposed to material concentrations of credit risk on its trade receivables Nevertheless, commercial
counterparties are constantly monitored following the similar methodology used for financial
counterparties. The maximum exposure to credit risk resulting from financial activities, without
considering netting agreements and without taking into account any collateral held or other credit
enhancements, is the carrying amount of the Company’s financial assets.

Liquidity risk

Liquidity risk is the risk that a Company may encounter difficulties in meeting its obligations
associated with financial liabilities that are settled by delivering cash or other financial assets.
Such risk may result from the Company's inability to sell financial assets at a faster or fair value.
The Company’s objective is to manage this risk by limiting exposures to financial instruments
that may be affected by liquidity problems and by maintaining sufficient backup facilities.

Market risk
The Company is exposed to risk from movements in foreign currency exchange rates, interest
rates, and market prices that affect its assets, liabilities, and future transactions.

Foreign currency risk

The Company is exposed to foreign currency risk from transactions and translation. Transactional
exposures arise from transactions in foreign currency. These are managed within a prudent and
systematic hedging policy in accordance with the Company’s specific business needs through the
use of swaps.

Commission rate risk

The commission rate risk arises from the possibility of fluctuating commission rates which will
affect the future profitability or fair value of the financial instruments. The Company is exposed
to commission rate risk on its commission payable, specifically amounts due to banks. The
management works to reduce commission rate risk on the Company through monitoring changes
in commission rates relating to liabilities to which the Company pays the commission.

-19-



Tourism Enterprise Company (Shams)
(A Saudi Joint Stock Company)

Notes to the financial statements **continued™
For the year ended 31 December 2021
(All amounts are in Saudi Riyals)

3- The principal accounting policies **continued™

3/8 Financial instruments
A financial instrument is any contract that gives rise to a financial asset of one entity and a
financial liability or equity instrument of another entity.

Financial Assets

Recognition and initial measurement:

The Company’s financial assets comprise of cash and cash equivalents, account receivables and
other debit balances. Financial assets are initially recognized when the Company becomes a party
to the contractual provisions of the instrument.

A financial asset is initially measured at fair value plus, for an item not at fair value through profit
or loss, transaction costs that are directly attributable to its acquisition or issue.

Classification and subsequent measurement:

The classification of financial assets at initial recognition depends on the financial asset’s
contractual cash flow characteristics and the Company’s business model for managing them. With
the exception of commission receivables that do not contain a significant financing component or
for which the Company has applied the practical expedient, the Company initially measures a
financial asset at its fair value plus, in the case of a financial asset not at fair value through profit
or loss, transaction costs. Commission receivables that do not contain a significant financing
component or for which the Company has applied the practical expedient are measured at the
transaction price determined under IFRS 15 Revenue from contracts with customers.

On initial recognition, a financial asset is classified as measured at:

e Amortized cost;

e  Fair value through other comprehensive income (FVOCI) — debt investment;

e FVOCI - equity investment; or

e Fair value through profit or loss (FVTPL)

Financial assets are not reclassified subsequent to their initial recognition, except if and in the
period the Company changes its business model for managing financial assets.

A financial asset is measured at amortized cost if it meets both of the following conditions and is

not designated as at FVTPL.:

e The asset is held within a business model whose objective is to hold assets to collect
contractual cash flows; and

e The contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding.

A debt investment is measured at FVOCI if it meets both of the following conditions and is not

designated as measured at FVTPL:

e The asset is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets; and

e The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.
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Financial Assets "continued""

Classification and subsequent measurement *‘continued"':

On initial recognition of an equity investment that is not held for trading, the Company may
irrevocably elect to present subsequent changes in the investment’s fair value in OCI (designated
as FVOCI - equity investment). This election is made on an investment by investment basis. All
financial assets not classified as measured at amortised cost or FVOCI as described above are
measured at FVTPL. On initial recognition, the Company may irrevocably designate a financial
asset that otherwise meets the requirements to be measured at amortised cost or at FVOCI as at
FVTPL if doing so eliminates or significantly reduces an accounting mismatch that would
otherwise arise.

Financial assets: Business model assessment

The Company makes an assessment of the objective of the business model in which a financial
asset is held at a portfolio level because this best reflects the way the business is managed and the
information is provided to management.

Subsequent measurement and gains and losses:

Financial assets at These assets are subsequently measured at fair value. Net gains and
FVTPL losses, including any interest or dividend income, are recognized in
profit or loss.

Financial assets at These assets are subsequently measured at amortized cost using the

amortized cost effective interest method. The amortized cost is reduced by impairment
losses. Interest income, foreign exchange gains and losses and
impairment are recognized in profit or loss. Any gain or loss on de-
recognition is recognized in profit or loss.

Debt investments These assets are subsequently measured at fair value. Interest income

at FvVOCI under the effective interest method, foreign exchange gains and losses
and impairment are recognized in profit or loss. Other net gains and
losses are recognized in OCI. On de-recognition, gains and losses
accumulated in OCI are reclassified to profit or loss.

Equity investments These assets are subsequently measured at fair value. Dividends are

at FVOCI recognized as income in profit or loss unless the dividend clearly
represents a recovery of part of the cost of the investment. Other net
gains and losses are recognized in OCI and are not reclassified as profit
or loss.
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Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value
through profit or loss, borrowings, or payables, as appropriate. All financial liabilities are
recognised initially at fair value and, in the case of payables, net of directly attributable
transaction costs. The Company’s significant financial liabilities include trade and other
payables and lease liabilities.

Classification and subsequent measurement
An entity shall classify all financial liabilities as subsequently measured at amortised cost,
except for:
- Financial liabilities at fair value through statement of profit or loss and other
comprehensive income.
Financial liabilities that arise when a transfer of a financial asset does not qualify for de-
recognition or when the continuing involvement approach applies.
Financial guarantee contracts.
Commitments to providing a loan at a below-market interest rate.
Contingent consideration recognized as an acquirer in a business combination to which
IFRS 3 applies. Such contingent consideration shall subsequently be measured at fair value
with changes recognized in the statement of profit or loss and other comprehensive income.

De-recognition

Financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is primarily derecognized (i.e., removed from the Company’s statement of
financial position) when:

e The rights to receive cash flows from the asset have expired; or
The Company has transferred its rights to receive cash flows from the asset or has assumed
an obligation to pay the received cash flows in full without material delay to a third party
under a ‘pass-through’ arrangement; and either

() The Company has transferred substantially all the risks and rewards of the asset, or
(b)  The Company has neither transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered
into a pass-through arrangement, it evaluates if, and to what extent, it has retained the risks and
rewards of ownership. When it has neither transferred nor retained substantially all of the risks
and rewards of the asset, nor transferred control of the asset, the Company continues to
recognize the transferred asset to the extent of its continuing involvement. In that case, the
Company also recognizes an associated liability.
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Financial assets **continued™

The transferred asset and the associated liability are measured on a basis that reflects the rights
and obligations that the Company has retained. Continuing involvement that takes the form of
a guarantee over the transferred asset is measured at the lower of the original carrying amount
of the asset and the maximum amount of consideration that the Company could be required to

repay.

Financial liabilities

The Company derecognizes a financial liability when its contractual obligations are paid
discharged or cancelled, or expire. The Company also derecognizes a financial liability when
its terms are modified, and the cash flows under the modified terms are substantially different.
In this case, a new financial liability based on the modified terms is recognized at fair value.
The difference between the carrying amount of the financial liability extinguished and the new
financial liability with modified terms is recognized in the Statement of Profit or Loss and Other
Comprehensive Income.

Offsetting of financial instruments

Financial asset and financial liability are offset and the net amount presented in the statement

of financial position when, and only when the Company:

e Currently has a legally enforceable right to set off the recognized amounts; and

e Intends either to settle on a net basis or to realize the asset and settle the liability
simultaneously.

3/9 Derivative financial instruments
The Company’s derivatives mainly consist of interest rate swaps and foreign currency swaps.
Derivatives are mainly used to manage exposures to foreign exchange and interest rate risks as
described in Market risk.

Derivatives are initially recognized at fair value. They are subsequently re-measured at fair
value on a regular basis and at each reporting date as a minimum, with all their gains and losses,
realized and unrealized, recognized in the statement of profit or loss unless they are in a
qualifying hedging relationship.

Hedge account

The Company designates and documents certain derivatives and other financial assets or
financial liabilities as hedging instruments against changes in fair values of recognized assets
and liabilities (fair value hedges) and highly probable forecast transactions (cash flow hedges).
The effectiveness of such hedges is assessed at inception and verified at regular intervals and at
least on a quarterly basis, using prospective and retrospective testing.
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Cash flow hedges

The Company uses cash flow hedges to mitigate a particular risk associated with a recognized
asset or liability or highly probable forecast transactions, such as anticipated future export sales,
purchases of equipment and raw materials, as well as the variability of expected interest
payments and receipts. The effective part of the changes in fair value of hedging instruments is
recognized in other comprehensive income, while any ineffective part is recognized
immediately in the statement of profit or loss. When the hedged item results in the recognition
of a non-financial asset or liability, including acquired businesses, the gains or losses previously
recognized in other comprehensive income are included in the measurement of the cost of the
asset or of the liability. Otherwise, the gains or losses previously recognized in the statement
of other comprehensive income are removed and recognized in the statement of profit or loss
at the same time as the hedged transaction.

Undesignated derivatives

Derivatives that not designated in a hedging relationship are classified as undesignated
derivatives. They are acquired in the frame of approved risk management policies even though
hedge accounting is not applied.

3/10 Impairment of financial assets

The Company assesses at each reporting date whether there is any objective evidence that a
financial asset or a group of financial assets is impaired. A financial asset or a group of financial
assets is deemed to be impaired if, and only if, there is objective evidence of impairment as a
result of one or more events that have occurred after the initial recognition of the asset and a
loss event has an impact on the estimated future cash flows of the financial asset or the Group
of financial assets that can be reliably estimated. Evidence of impairment may include
indications that debtors or a group of debtors are experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the probability that they will enter into
bankruptcy or other financial reorganization and where observable data indicate that there is a
measurable decrease in the estimated future cash flows, such as economic conditions that
correlate with defaults.

IFRS 9 requires an entity to follow an expected credit loss model for the impairment of financial
assets. ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as
the present value of all cash shortfalls (i.e. the difference between the cash flows due to the
entity in accordance with the contract and the cash flows that the Company expects to receive).
ECLs are discounted at the effective interest rate of the financial asset. For trade receivables,
the Company applies a simplified approach to calculating ECLs. Therefore, the Company does
not track changes in credit risk but instead recognises a loss allowance based on lifetime ECLs
at each reporting date. The Company has established a provision matrix that is based on its
historical credit loss experience, adjusted for forward-looking factors specific to the debtors
and the economic environment. The Company considers evidence of impairment at both a
specific asset and collective level. All individually significant financial instruments found not
to be specifically impaired are then collectively assessed for any impairment that has been
incurred but not yet identified.
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The gross carrying amount of a financial asset is written off when the Company has no
reasonable expectations of recovering a financial asset in its entirety or a portion thereof. For
individual customers, the Company individually makes an assessment with respect to the
timing and amount of write-off based on whether there is a reasonable expectation of recovery.
The Company expects no significant recovery from the amount written off. However, financial
assets that are written off could still be subject to enforcement activities in order to comply with
the Company's procedures for recovery of amounts due.

The Company considers a financial asset to be in default when the debtor is unlikely to repay
the outstanding balance to the Company in full, without recourse by the Company to actions
such as realizing security (if any is held).

3/11 Employee benefits

Short and long-term benefits

Liabilities for wages and salaries, including non-monetary benefits and accumulating unused
paid leaves that are expected to be settled wholly within 12 months after the end of the period
in which the employees render the related service is recognized in respect of employees’
services up to the end of the reporting period and are measured at the amounts expected to be
paid when the liabilities are settled. The liabilities are presented as current employee benefit
obligations within accruals in the statement of financial position.

Employees’ end-of-service benefits (EOSB)

The liability or asset recognized in the statement of financial position in respect of defined
benefit. EOSB plan is the present value of the defined benefit obligation at the end of the
reporting year. The defined benefit obligation is calculated annually by independent actuaries
using the projected unit credit method.

The present value of the defined benefit obligation is determined by discounting the estimated
future cash outflows using interest rates of high-quality corporate bonds that are denominated
in the currency in which the benefits will be paid, and that have terms approximating the terms
of the related obligation.

Defined benefit costs are categorized as follows:

Service cost

Service costs include current service costs and past service costs are recognized immediately
in the statement of profit or loss.

Changes in the present value of the defined benefit obligation resulting from plan amendments

or curtailments are recognized immediately in the statement of profit or loss as past service
costs.
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Interest cost

The net interest cost is calculated by applying the discount rate to the net balance of the defined
benefits obligation. This cost is included in employee benefits expense in the statement of profit
or loss.

Re-measurement gains or losses

Re-measurement gains or losses arising from experience adjustments and changes in actuarial
assumptions are recognized in the year in which they occur, directly in the other comprehensive
income.

3/12 Zakat & Tax
The Company is subject to zakat in accordance with the regulations of the General Authority
of Zakat and Tax (“GAZT”). The Company’s zakat income tax is accrued and charged to the
statement of profit or loss currently. Additional zakat and foreign income tax liabilities, if any,
related to prior years’ assessments are accounted for in the period in which the final assessments
are finalized.

3/13 Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as
a result of past events, it is probable that an outflow of resources will be required to settle the
obligation, and the amount can be reliably estimated. The amount is recognized as a provision
at the best estimate of the consideration required to settle the present obligation at the end of
the reporting period, taking into account the risks and uncertainties surrounding the obligation.
Where a provision is measured using the cash flows estimated to settle the present obligation,
its carrying amount is the present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, the receivable is recognized as an asset and not as a reduction of
the required provision and also the amount to be recognized as an asset should not exceed the
amount of the provision, if it is virtually certain that reimbursement will be received and the
amount of the receivable can be measured reliably.

Contingent assets and liabilities are possible rights and obligations that arise from past events
and whose existence will be confirmed only by the occurrence or non-occurrence of one or
more uncertain future events not fully within the control of the Company.

3/14 Revenues
Revenue is recognized when control over an asset is transferred, either overtime or at a specific
time. Control of an asset is known as the ability to direct the use and virtually all the benefits
related to that asset.
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3/14 Revenues "‘continued"’

Service revenues

Revenue is recognized when the required services are transferred to customers in an amount
that reflects the consideration that the Company expects it deserves in exchange for those
services. Revenue is recognized when the following steps are met:

Identify the contract(s) with a customer

Identify the performance obligations in the contract

Determine the transaction price

Allocate the transaction price to the performance obligations in the contract
Recognize revenue when (or as) the entity satisfies a performance obligation

When assessing these steps, management considers the following:

The consent of the two parties (the buyer and the seller) to the sale, while transferring the
rights of each party to these goods and services under the sale. Payment terms should also
be studied to ensure that the contract has a commercial basis and that it is possible that a
fee will be collected for the sale of these goods and services.

Determine the agreed independent goods or services under the contract. These independent
goods and services are referred to as performance obligations. When examining whether
these goods and services are independent, the management evaluates whether these goods
or services can provide a benefit in themselves and that the Company's promise to transfer
these goods and services to the customer has been determined separately, and all Company
sales are considered independent.

The financial consideration expected to be paid by the Group in exchange for the
transportation of these goods and services. All Company sales are at a fixed rate.
Distributing the transaction price to the goods or services under the contract.

Fulfillment of a performance obligation.

Other income
Other income is recognized on an accrual basis.

3/15 Expenses
The cost of goods sold is determined on the basis of the cost of production or of purchase,
adjusted for the variation of inventories. All other expenses, including those in respect of
advertising and promotions, are recognized when the Company receives the risks and rewards
of ownership of the goods or when it receives the services.

Selling and marketing expenses

Selling and marketing expenses comprise all costs for selling and marketing the Company’s
products and include expenses for advertising, marketing fees and other sales-related
overheads. Allocation between selling and marketing expenses and cost of sales are made on a
consistent basis, when required.
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3/15 Expenses *"continued"

General and administrative expenses

General and administrative expenses include direct and indirect costs not specifically part of
the cost of sales or the selling and marketing activity of the Company. Allocation between
general and administrative expenses and cost of sales, are made on a consistent basis, when
required.

3/16 Earnings per share
The Company presents basic and diluted earnings per share data for its ordinary shares. Basic
earnings per share are calculated by dividing the profit or loss attributable to ordinary
shareholders of the Company by the weighted average number of ordinary shares outstanding
during the period, adjusted for own shares held. Diluted earnings per share are determined by
adjusting the profit or loss attributable to ordinary shareholders and the weighted average
number of ordinary shares outstanding, adjusted for own shares held, for the effects of all
dilutive potential ordinary shares, which comprise convertible bonds and share options granted
to employees if any.

3/17 Related party transactions
Transactions with related parties are priced on an arm’s length basis. Prices for these
transactions are determined on the basis of the comparable uncontrolled price method, which
sets the price by reference to comparable goods and services sold in an economically
comparable market to a buyer unrelated to the seller.

3/18 Subsequent events
The Company adjusts the financial statements, if an event occurs after the reporting period that
provides further evidence of conditions that existed at the end of the reporting period, including
an event that indicates that the going concern assumption in relation to the whole or part of the
enterprise is not appropriate. These adjustments are made up to the date of approval of the
Financial Statements by the Board of Directors.

3/19 Investments property
Investments Property are non-current assets acquired for the purpose of realizing rental returns
or capital gains or both, but not for sale in the ordinary course of business or use in the
production or supply of goods or services or for administrative purposes

Critical accounting estimates and judgments

The preparation of the financial statements requires company management to exercise judgment and
to make estimates and assumptions that affect the application of policies, reported amounts of revenues,
expenses, assets and liabilities and disclosures. These estimates and associated assumptions are based
on historical experience and various other factors that are believed to be reasonable under the
circumstances. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and future
periods.
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4- Critical accounting estimates and judgments "*continued™
The following critical judgments and estimates have the most significant effect on the amounts
recognized in the financial statements:

Lease contract duration

Economic useful lives of property, plant, equipment;

Economic useful lives of investments property

Zakat and income taxes;

Impairment of non-financial assets;

Estimation of defined benefit obligation;

Provision for doubtful debts;

Provision for obsolete, slow- moving and damaged inventory; and
Contingencies.

The areas subject to critical accounting estimates and judgments are mainly represented as follows:

Duration of lease contracts

When determining the term of a lease, management takes into account all facts and circumstances that
create an economic incentive to exercise the option to extend or terminate. An evaluation is reviewed
in the event of a material event or significant change in the circumstances that affect this assessment.
During the current fiscal year, there was no material financial impact for reviewing the terms of the
lease contracts to reflect the effect of exercising options for extension or termination.

Depreciation and amortization of non-current assets

Depreciation and amortization are recognized as writing off the cost of assets less their residual values
over their useful lives, using appropriate method. The Company's management estimates the useful
lives, residual values and depreciation method and reviews them at the end of each reporting period.
The effect of any changes in estimate is accounted for on a prospective basis.

Zakat and Tax

Where the amount of zakat and tax liabilities or assets is uncertain, the Company recognizes provisions
that reflect management’s best estimate of the most likely outcome based on the facts known in the
relevant jurisdiction. Any differences between zakat and tax estimates and final tax assessments are
charged to the statement of profit or loss in the period in which they are incurred, unless anticipated.

Allowance for doubtful receivables

Allowances for doubtful receivables represent the Company’s estimate of the losses that could arise
from the failure or inability of customers to make payments when due. These estimates are based on
the ageing of customers’ balances, specific credit circumstances, and the Company’s historical bad
receivables experience.

Impairment of tangible and intangible assets

At the end of each reporting period, the Company estimates the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order
to determine the extent of the impairment loss (if any).
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4- Critical accounting estimates and judgments "*continued™

Contingencies
By their nature, contingencies will only be resolved when one or more future events occur or fail to

occur. The assessment of such contingencies inherently involves the exercise of significant judgment
and estimates of the outcome of future events.

Employee benefits

Liabilities recognized in respect of other long-term employee benefits are measured at the present value
of the estimated future cash outflows expected to be made by the Company in respect of services
provided by employees up to the reporting date.

The Company determines the appropriate discount rate at the date of each financial report. In
determining the appropriate discount rate, management considers interest rates for corporate bonds
denominated in the currency in which the benefits are to be paid and which have maturity periods that
are close to the expected duration of the relevant pension obligation.

Refer to disclosure 11 for further disclosure of the main sources of unconfirmed estimates in relation
to the retirement benefit obligation.

Capital

Tourism Enterprises Company (Shams) is A Saudi Joint Stock Company listed in the Saudi Capital
Market, with a capital of 101,500,000 Saudi Riyals, divided into 10,150,000 shares, with a nominal
value of 10 Saudi Riyals per share. All its shares have been subscribed to and paid in full.

Based on the decision of the company’s extraordinary general assembly on 5 Jumada Al-Awwal, 1443
H corresponding to 9 December 2021, the capital of the company was reduced to 52,566,930 Saudi
Riyal, divided into 5,256,693 shares, with a nominal value of 10 Saudi Riyals per share. The company's
articles of association and commercial register are being amended.

During the year 2021, based on the Extraordinary General Assembly meeting held on 5 Jumada Al-
Awwal, 1443 H corresponding to 9 December 2021, the shareholders decided to extinguish the
accumulated losses and reduce the capital by an amount of 48,933,070 Saudi Riyals.

A) Capital reduction

The company’s capital was reduced in order to extinguish the accumulated losses, which amounted to
(48,933,070 Saudi Riyals), (48.21%) of the company’s capital of (101,500,000 Saudi Riyals), so the
company’s capital after the reduction became (52,566,930 Saudi Riyals).

And the number of its shares after the decreasing will be as follows:

No of shares before No of shares after Canceled shares to extinguish
Reducing Reducing losses
10,150,000 5,256,693 4,893,307
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B) Increase company capital
During 2021 and 2022, the Board of Directors proposed to increase the company’s capital from
52,566,930 Saudi Riyals to 578,236,230 Saudi Riyals through a rights issue of 525,236,230 Saudi

Riyals. The capital’s recommendation is subject to the official authorities and the extraordinary general
assembly of the company, provided that it is as follows:

And the number of its shares after the increase will be as follows:

No of shares before No of shares after The number of shares to be
increasing increasing subscribed to increase the capital
5,256,693 57,823,623 52,566,930
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6- Property, plant, and equipment, net

Cost:

1 January 2020
Additions

Transfer

Disposals

31 December 2020

Additions
Transfer
Disposals

31 December 2021

Accumulated depreciation:
1 January 2020

Depreciation for the year
Accumulated depreciation of
disposals

31 December 2020

Depreciation for the year
31 December 2021

Net book value:
As of 31 December 2021
As of 31 December 2020

Marina
machineries, Furniture, Project
Marina Motor equipment, fixture, and Tools and under

Buildings  equipment’s vehicles and tools office equipment  equipment  construction Total
113,102,421 5,579,186 2,218,426 1,103,264 15,500,049 913,005 319,809 138,736,160
261,580 - - - 83,277 - 837,959 1,182,816
427,118 - 10,696 - 187,021 - (624,835) -
- - (60,500) - - - - (60,500)
113,791,119 5,579,186 2,168,622 1,103,264 15,770,347 913,005 532,933 139,858,476
117,857 - 69,000 - 98,716 18,895 3,107,229 3,411,697
1,292,138 204,796 45,000 - 179,801 26,592 (1,748,327) -
- - - - - - (433,754) (433,754)
115,201,114 5,783,982 2,282,622 1,103,264 16,048,864 958,492 1,458,081 142,836,419
67,901,296 1,566,375 2,137,225 528,168 11,143,271 774,400 - 84,050,735
4,112,035 348,218 65,622 111,044 1,087,510 69,102 - 5,793,531
- - (60,500) - - - - (60,500)
72,013,331 1,914,593 2,142,347 639,212 12,230,781 843,502 - 89,783,766
4,181,916 340,816 18,241 110,739 1,060,359 30,818 - 5,742,889
76,195,247 2,255,409 2,160,588 749,951 13,291,140 874,320 - 95,526,655
39,005,867 3,528,573 122,034 353,313 2,757,724 84,172 1,458,081 47,309,764
41,777,788 3,664,593 26,275 464,052 3,539,566 69,503 532,933 50,074,710
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6- Property, plant, and equipment, net **continued"
Depreciation for the year has been allocated as follows:
31 December

31 December

2021 2020
Cost of revenue (note 16) 5,552,411 5,593,097
General and administrative expenses (note 18) 190,478 200,434
5,742,889 5,793,531
7- Investments in properties, net
Furniture,
fixture, and office
Land Buildings equipment Total
Cost:
1 January 2020 3,000,000 6,917,106 394,927 10,312,033
Additions - - - -
31 December 2020 3,000,000 6,917,106 394,927 10,312,033
Additions - - - -
31 December 2021 3,000,000 6,917,106 394,927 10,312,033
Accumulated depreciation :
1 January 2020 - 2,980,808 322,158 3,302,966
Depreciation for the year (note 18) - 207,511 26,430 233,941
31 December 2020 - 3,188,319 348,588 3,536,907
Depreciation for the year (note 18) - 206,944 26,358 233,302
31 December 2021 - 3,395,263 374,946 3,770,209
Net book value:
As of 31 December 2021 3,000,000 3,521,843 19,981 6,541,824
As of 31 December 2020 3,000,000 3,728,787 46,339 6,775,126
8- Trade receivable, net
31 December 31 December
2021 2020
Service fees receivables 6,626,040 5,682,080
Annual rent receivables 130,000 281,000
Building rent receivables 750,000 750,000
7,506,040 6,713,080
Expected credit loss (note 8/1) (4,994,450) (3,515,801)
2,511,590 3,197,279
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8- Trade receivable, net ""continued"*

8/1 Expected credit loss movement

Balance as of 1 January
Formed during the year (note 18)
Balance as of 31 December

9- Prepayments and other debt balances

Prepayments
Advances to vendors
Employee loans

Provision for doubtful debts (note 1/9)

9/1 Provision for doubtful debts movement

Balance as of 1 January
Formed during the year (note 18)
Balance as of 31 December

10- Cash and cash equivalents

Cash on hand
Cash at banks

11- End of service provision

31 December

31 December

2021 2020
3,515,801 2,428,263
1,478,649 1,087,538
4,994,450 3,515,801

31 December

31 December

2021 2020
656,131 554,779
2,643,455 2,674,309
132,470 66,661
3,432,056 3,295,749
(2,628,628) (2,628,628)
803,428 667,121

31 December

31 December

2021 2020
2,628,628 -
- 2,628,628
2,628,628 2,628,628

31 December

31 December

2021 2020
13,047 57,446
13,304,256 15,719,445
13,317,303 15,776,891

Movement in employees’ end of service benefits during the year is as follows:

Balance as of 1 January
Expense charge for the year
Actuarial losses

Payments to outgoing members
Balance as of 31 December

31 December

31 December

2021 2020
1,204,872 1,179,651
201,071 213,883
166,840 54,687
(229,917) (243,349)
1,342,866 1,204,872
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11- End of service provision ""continued"

Principal actuarial assumptions

31 December 31 December
2021 2020
The discount factor rate used 3% 2.15%
Salary increase rate 3% 3%
Average Rate of employees 38.98 40.77
Employees turnover rate 7.85 7.37

Sensitivity analysis on the present value of defined benefit obligations plan is as below:

Percentage 31 December 2021 31 December 2020

% ( Saudi Riyals) ( Saudi Riyals)
Discount rate
Increase +1% 1,255,443 1,121,781
Decrease -1% 1,441,753 1,299,312
Expected change of salary
Increase +1% 1,447,719 1,303,477
Decrease -1% 1,248,532 1,116,505
12- Accrued expenses and other credit balances.
31 December 31 December
2021 2020
Accrued expenses 3,863,875 1,492,341
Advances from customers 223,793 295,421
Dividends payable 180,003 180,003
GOsil 62,230 51,945
Other payable 240,640 889,838
4,570,541 2,909,548
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13- Zakat

13/1 Accrued zakat

31 December

31 December

2021 2020
Net loss before zakat (12,882,008) (7,454,559)
Provisions 7,478,954 5,896,349
Adjusted net loss (5,403,054) (1,558,210)
Share capital 52,566,930 101,500,000
Statutory reserve 2,913,121 2,913,121
Other 1,987,309 173,762
Accumulated losses 14,162,700 (26,520,303)
Adjusted net loss (5,403,054) (1,558,210)
Provisions 9,085,684 3,364,565
Property, plant, and equipment, net (47,309,764) (50,074,710)
Investments in property, net (6,541,824) (6,775,126)
Zakat base 21,461,102 23,023,099
Zakat at 2.5% 557,397 575,577

13/2 Movement in provision during the year

The movement in the zakat provision for the year was as follows:

31 December

31 December

2021 2020
Balance as of 1 January 598,990 793,799
Zakat adjustments 597,022 165,244
Formed during the year 557,397 575,577
Paid during the year (993,431) (935,630)
Balance as of 31 December 759,978 598,990

13/3 Zakat status

The company submitted the zakat return for all years up to 31 December 2020, and paid its due

according to these zakat returns.

The company received the zakat assessment for the years from 2019 until 2020, and the zakat
assessment was approved by an amount of 397,022 Saudi Riyals.
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14- Provision for claims

31 December 31 December
2021 2020
Balance as of 1 January 1,966,300 -
During the year (note 20) 5,799,234 1,966,300
Balance as of 31 December 7,765,534 1,966,300

The claims provision represented in the provision provided in connection with the case of Hemaya
Company for Security, Safety Equipment’s and Trading Ltd., based on the preliminary court
decision on 20 Rajab, 1442 corresponding to 4 March 2021 in which the lawsuit against Hemaya
company was rejected. It is expected that the judgment in favor of the Tourism Projects Company
(Shams) before the Court of Appeal. In case the company loses this issue with the Court of Appeal,
the company is only committed to within the limits of its share in the capital of the Hemaya
Company (note 20).

15- Revenue
31 December 31 December
2021 2020

Daily rent revenue 11,193,880 11,470,185

Services and other fees revenue 4,061,998 4,288,348

Annual rent revenue 719,845 297,742

15,975,723 16,056,275

16- Cost of sales
31 December 31 December
2021 2020

Depreciation of property, plants and equipment (note 6) 5,552,411 5,593,097
Employees’ salaries and wages 1,404,750 887,147
Rent 30,000 31,650
Security 544,237 381,442
Medical insurance 99,876 111,428
Government fees 298,955 359,793
Maintenance 2,567,944 1,579,942
Hospitality 140,479 227,033
Bank charges 124,994 59,946
Printing and stationary 31,770 8,311
Electricity and water 1,155,598 855,618
Cleaning 338,263 222,650
Fuel 260,196 136,638
Parties - 25,603
Others 343,039 142,207
12,892,512 10,622,505
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17- Selling and marketing expenses

Employees’ salaries and wages
Events and festivals
Hospitality

Governmental expenses
Advertising

Medical insurance

Others

18- General and administrative expenses

Employees’ salaries and wages

Depreciation of property, plant and equipment (note 6)
Depreciation investments in property (note 7)
Rent

Telephone and post

Medical insurance

Government fees

Professional fees

Maintenance

Hospitality

Bank charges

Printing and stationary

Electricity and water

Provision for doubtful debts (note 9)

Excepted credit loss (note 8)

Transportation

Impairment of project under construction (note 6)
Others

19- Other income

31 December

31 December

2021 2020
834,929 511,028
107,160 39,156

2,830 1,500
28,215 21,839
3,700 15,634
39,664 53,636
50,427 131,600
1,066,925 774,393

31 December

31 December

2021 2020
4,725,150 3,772,948
190,478 200,434
233,302 233,941
- 163,295
83,301 19,869
205,411 194,849
684,861 1,114,870
814,158 595,685
7,840 48,174
21,686 35,634
6,672 3,547
110,996 21,193
1,565 2,900
- 2,628,628
1,478,649 1,087,538
6,323 3,488
433,754 -
179,374 95,932
9,183,520 10,222,925

Other income includes an amount of 35,000 Saudi Riyals as chalets assignment fees during the year.
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20-

Contingent liabilities

At 9 Jumada Al-Akher 1440 corresponding to 14 February 2019, the company’s board of directors
agreed to sign a memorandum of understanding to acquire part of the owners' shares in a group
of Hemaya companies, which includes both:

» Saud Khalifa Med’j Al Fisam & Co. for the transfer of money, gold, jewelry, and stones.
» Saud Khalifa Med’j Al Fasam & Co. for Private Civil Security Services.
» Hemaya Company for Security, Safety Equipment’s and Trading Ltd.

At 4 Dhu Al Qaeda 1440 corresponding to 7 July 2019, the Company’s Board of Directors
nullified the company’s entry contract into the Hemaya Security Equipment, Safety and Trade
Limited Company and did not proceed with the acquisition of Saud Khalifa Mudej Al Fasam and
Co. for the transfer of funds, gold, jewelry and stones, and Saud Khalifa Mud ej Al Fasam and
Co. for Security Services and Private Civil. This is a result of the discovery of material financial
obligations owed by the company to Hemaya Security, Safety and Trade Equipment Ltd. which
were not disclosed in the company financial statement and due diligence.

It is worth noting that the "Shams™ company quickly reacted to the matter and took the necessary
measures and did not transfer any cash to date to a Hemaya Company for Security Equipment,
Safety and Trade Limited due to the suspension of bank accounts for a protection company, and
no cash will be paid in this regard as a result of those measures.

Accordingly, there are potential commitments of 10 million Saudi Riyals, which represent the
contract value until the judgment is issued in the case filed by Shams Company against Hemaya
Company, and based on the opinion of the company’s legal advisor, the judgment is expected to
be in favor of the company.

At 20 Rajab,1442 H, corresponding to 4 March 2021, a document was issued in the first instance
ruling, which was decided by the majority of the members rejecting the case, and based on the
opinion of the legal advisor, this judgment is preliminary and does not have any authority and
does not change the case and has no argument or consideration except in the case of ratification
by a court of Appeal or not to object on it. The consultant believes that a judgment is the allowance
of a claim expected in favor of the Tourism Projects Company (Shams), and the company has
hedged the formation of a claims allowance within the limits of the possibility of non-judgment
in favor of the company within the limits of the company's share in the capital of Hemaya
Company for Security, Safety Equipment’s and Trading Ltd. (note 14).

Financial risk management

The Company’s activities expose it to the following financial risks from its use of the financial
instruments:

- Credit risk and concentration of credit risk.

- Liquidity risk.

- Market risk (including Interest rate risk and foreign currency exchange risk).

The Company’s overall risk management program focuses on the unpredictability of financial
markets and seeks to minimize potential adverse effects on the Company’s financial performance.
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21- Financial risk management ""continued"

21/1 Financial instruments by category

31 December

31 December

2021 2020

Financial assets at amortized cost:

Trade receivables 2,511,590 3,197,279
Other receivables 132,470 66,661
Cash and cash equivalents 13,317,303 15,776,891
Total financial assets 15,961,363 19,040,831
Financial liabilities at amortized cost:

Trade payables 605,506 168,666
Other payables 4,570,541 2,909,548
Total financial liabilities 5,176,047 3,078,214

21/2 Credit risk

Credit risk represents the accounting loss that would be recognized at the financial position date
if counterparties failed completely to perform as contracted. The Company has policies in place
to minimize its exposure to credit risk. The maximum exposure to credit risk at the reporting date

is as follows:
31 December 31 December
2021 2020

Financial assets
Trade receivables 2,511,590 3,197,279
Cash and cash equivalents 13,317,303 15,776,891
Other receivables 132,470 66,661
Total financial assets 15,961,363 19,040,831
Financial liabilities
Trade payables 605,506 168,666
Other payables 4,570,541 2,909,548

5,176,047 3,078,214

Due to Company’s long-standing relations with counterparties and after giving due consideration
to their financial position, the management does not expect non-performance by these
counterparties on their obligations to the Company except for trade debts considered doubtful.

Banking transactions are limited to local banks and international banks with high credit ratings.
The management believes that the remaining balance with the financial banks without an official

classification is highly qualified international financial institutions.
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21- Financial risk management ""continued"

21/3 Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in raising funds to meet
commitments associated with financial liabilities. Liquidity requirements are monitored on a
regular basis and management ensures that sufficient funds are available to meet any
commitments as they arise.

The Company's policy is to ensure that it will always have sufficient cash to allow it to meet its
liabilities when they become due. To achieve this aim, it seeks to maintain cash balances (or
agreed facilities) to meet expected requirements for a period of at least 12 months. The Company
also seeks to reduce liquidity risk by fixing interest rates (and hence cash flows) on a portion of
its long-term borrowings, this is further discussed in the 'interest rate risk' section below.

The Board receives rolling 12-month cash flow projections on a monthly basis as well as
information regarding cash balances. At the end of the financial year, these projections indicated
that the Company expected to have sufficient liquid resources to meet its obligations under all
reasonably expected circumstances and will not need to draw down on its agreed overdraft
facility.

The liquidity risk of each Company entity is managed centrally by the Company treasury
function. Each operation has a facility with the Company treasury, the amount of the facility is
based on budgets. The budgets are set on an individual basis and agreed by the board in advance,
enabling the Company's cash requirements to be anticipated. Where facilities of Company entities
need to be increased, approval must be sought from the Company management.

The Company’s financial current liabilities consist of the current portion of bank facilities; trade
accounts payable and accrued expenses and other liabilities. These liabilities are expected to be
settled within 12 months of the balance sheet date and the Company expects to have adequate
funds available to do so.

The table below summarizes the maturity profile of the Company’s financial liabilities based on
contractual undiscounted contractual cash payments:

Contractual cash Less than 3
Carrying amount flows months

At 31 December 2020

Accounts payable 168,666 168,666 168,666
Accrued liabilities and other liabilities 2,909,548 2,909,548 2,909,548
Total undiscounted financial liabilities 3,078,214 3,078,214 3,078,214
At 31 December 2021

Accounts payable 605,506 605,506 605,506
Accrued liabilities and other liabilities 4,570,541 4,570,541 4,570,541
Total undiscounted financial liabilities 5,176,047 5,176,047 5,176,047
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21- Financial risk management ""continued"

21/4 Market risk
Market risk is the risk that changes in market prices, such as interest rates, foreign exchange rates,
and equity prices will affect the Company’s income or the value of its holdings of financial
instruments due to fluctuation in the related financial instruments value. The objective of market
risk management is to manage and control market risk exposures within acceptable parameters
while optimizing returns.

Fair value and cash flow interest risk

Fair value and cash flow interest rate risks are the exposures to various risks associated with the
effect of fluctuations in the prevailing interest rates on the Company’s financial positions and
cash flows. The Company is exposed to interest rate risk on its interest-bearing assets and
liabilities mainly bank overdraft, bank facilities, and other borrowings. Management limits the
Company’s interest rate risk by monitoring changes in interest rates. Management monitors the
changes in interest rates and believes that the cash flow and fair value interest rate risk to the
Company is not significant.

The Company’s receivables and payables carried at amortized cost are not subject to interest rate
risk as defined in IFRS 7, since neither the carrying amount nor the future cash flows will fluctuate
because of a change in market interest rates. Hence, the Company is not exposed to fair value
interest rate risk.

Sensitivity analysis
Sensitivity to interest rate risk arises from mismatches of financial assets and financial liabilities
that mature or reprise in a given period.

Foreign currency exchange risk

Foreign currency exchange risk is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in foreign exchange rates. The Company is not
exposed to fluctuations in foreign exchange rates during its ordinary course of business, since all
significant transactions of the Company during the year are in Saudi Riyals and US Dollars and
there are no significant risks related to the balance stated at USD Dollars since the exchange of
Saudi Riyal begged to US Dollar. The Company’s exposure to currency risk arising from
currencies that are not pegged to USD is not material. The Company is exposed to currency risk
on foreign debtors and foreign trade payables in EURO and GBP. The total foreign currency risk
exposure on reporting date is immaterial.

21/5 Fair values of financial instruments
The price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The Company’s financial assets
consist of cash and cash equivalents, accounts receivables, and some other assets, while its
financial liabilities consist of trade accounts payables, some accrued expenses, and other
liabilities. The fair values of financial instruments are not materially different from their carrying
values.

42-



Tourism Enterprise Company (Shams)
(A Saudi Joint Stock Company)

Notes to the financial statements **continued™
For the year ended 31 December 2021
(All amounts are in Saudi Riyals)

21- Financial risk management ""continued"

21/6 Capital risk management
The Company's objectives when managing capital are to safeguard the Company's ability to
continue as a going concern, so that it can continue to maintain an optimal capital structure to
reduce the cost of capital. In order to maintain or adjust the capital structure, the Company may
obtain / repay financing from / to financial institutions.

Consistent with others in the industry, the Company manages its capital risk by monitoring its
debt levels and liquid assets and keeping in view future investment requirements and expectations
of the shareholders. Total capital comprises shareholders’ equity as shown in the balance sheet
under ‘share capital and reserves and net debt (net of cash and cash equivalent). The salient
information relating to capital risk management of the Company as of 31 December 2021 and
2020 were as follows:

31 December 31 December
2021 2020
Total debt 13,104,201 6,848,376
Less: cash and bank balances (13,317,303) (15,776,891)
Net debt (213,102) (8,928,515)
Total equity 55,439,484 69,642,751
Total capital employed 55,226,382 60,714,236
Gearing ratio 0.39% 15%

22- Loss per share
Basic loss per share is calculated by dividing the loss attributable to ordinary shareholders of the
Company by the weighted average number of ordinary shares outstanding during the year.

31 December 31 December
2021 2020
Net loss before Zakat (12,882,008) (7,454,559)
The weighted average number of shares 9,855,061 10,150,000
Basic share of (loss) SAR per share (1.31) (0.73)
31 December 31 December
2021 2020
Net loss for the year (14,036,427) (8,195,380)
The weighted average number of shares 9,855,061 10,150,000
Basic share of (loss) SAR per share (1.42) (0.81)
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26-

27-

Transactions with related parties
Transactions with related parties during the year represented in salaries, benefits and equivalent for
high level management amounted by 3,175,710 Saudi Riyals (2020: 1,817,338 Saudi Riyals).

24- Statutory reserve

In accordance with the Saudi Arabian Companies Law and the Company’s Articles of Association,
10% of the annual net income is required to be transferred to a statutory reserve until this reserve
equals 30% of the capital. This reserve is not available for dividend distribution.

Comparative figures
Some of the prior- year figures have been reclassified to conform to the current year's presentation.

Subsequent events

Corona Virus (Covid-19)

The presence of the new Corona virus (Covid-19) was confirmed in early 2020 and spread throughout
China and from there to most countries of the world, which led to many countries taking many
precautionary measures such as stopping work in government and private sector establishments and
institutions and stopping the movement of transportation. The trade exchange has caused turmoil in
business and economic activities around the world.

Board of directors’ approval

These audited financial statements have been approved on 27 Sha’aban, 1443 corresponding to 30
March 2022 by the Board of Directors.
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