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This document is issued by Taiba Investments Company (“Taiba”) and
addressed to its shareholders in accordance with the requirements of
Article (75) of the Rules on the Offer of Securities and Continuing
Obligations regarding the increase in the share capital of Taiba for its
Acquisition of all shares in Dur Hospitality Company (“Dur”) by offering
a securities exchange transaction in accordance with Article (26) of the
Merger and Acquisition Regulations.

This shareholder circular (the “Circular”) has been prepared by Taiba in accordance with the
requirements of Article (75) of the Rules on the Offer of Securities and Continuing Obligations
in connection with the increase in the share capital of Taiba from SAR 1,604,574,830 (one
billion, six hundred four million, five hundred seventy four thousand, eight hundred thirty Saudi
riyals) to SAR 2,604,574,830 (two billion, six hundred four million, five hundred seventy four
thousand, eight hundred thirty Saudi riyals) and increasing the number of Taiba’s shares from
160,457,483 (one hundred sixty million, four hundred fifty seven thousand, four hundred eighty-
three) ordinary shares to 260,457,483 (two hundred sixty million, four hundred fifty seven
thousand, four hundred eighty-three) ordinary shares; which represents an increase of (62.32%)
in the current share capital of Taiba.

The capital will be increased for the purpose of acquisition of all Dur’s Shares, which are
one hundred million (100,000,000) ordinary shares with a nominal value of SAR (10) per
share by submitting a securities exchange offer in accordance with Article (26) of the Merger
and Acquisition Regulations in consideration for Taiba’s issuance of one hundred million
(100,000,000) ordinary shares with nominal value of SAR 10 per share for Dur’s shareholders
(the “Consideration Shares™), through a capital increase (“Transaction”).

Dur is a Saudi listed joint stock company and was established as a Saudi joint stock company
having its head office at Riyadh, KSA, and registered in the Commercial Register under No.
(1010010726) on 06/01/1397H (corresponding to 27/12/1976G). Dur’s current share capital
is one billion (1,000,000,000) Saudi Riyals divided into one hundred million (100,000,000)
equal ordinary shares, with nominal value of SAR 10 per share, which is fully paid. For more
details about Dur, please see Section (3.7) (“Overview of Dur’s Operations™) and Section (4)
(“Management’s discussion and analysis of the financial position and results of operations”).

Taiba has entered into a binding implementation agreement with Dur on 17/09/1444H
(corresponding to 08/04/2023G) (“Impl tation Agr t”), for the purpose of Taiba’s
acquisition of all Dur’s shares in exchange for Taiba’s issuance of the Consideration Shares
to Dur’s Shareholders. Under the Implementation Agreement, following the approval of Taiba
and Dur’s Transaction EGM (referred to as “Transaction Completion”), Dur’s Shareholders
who are registered in the shareholders’ register of Dur at the end of the second trading period
following the date of Transaction Completion will receive only one (1) share in Taiba per each
share they own in Dur (“Exchange Ratio”). Upon the Transaction Completion, Dur will become
an unlisted joint stock company wholly owned by Taiba (for more details about the conditions
of the Transaction, please refer to Section (5.2) (“Legal Information of the Transaction”). The
Transaction Completion is conditional upon obtaining approvals of both Taiba’s Transaction
EGM and Dur’s Transaction EGM (for more details about the conditions of, and procedures for,
Transaction Completion, please refer to Section (5.2.5.1) (“Impl. i Terms
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and Conditions™) and Section (5.2.2) (“Approvals Required for Transaction Completion”).
The Transaction is subject to satisfying the conditions set out in the Implementation Agreement

as summarized under Section (5.2.5.1) (“Impl ion Agr t Terms and Conditions”),
noting that such conditions may not be amended or waived without the written approval of both
companies. On 18/09/1444H (corresponding to 09/04/2023G), Taiba made an announcement
confirming the signing of the Implementation Agreement and its firm intention to proceed with

the Transaction and to make an offer to Dur’s shareholders in this respect.

All Taiba’s shares are of one class and no share gives its shareholders preferred rights. The
Consideration Shares will be issued of the same class of the current Taiba’s shares with the same
rights they enjoy including voting rights and rights to receive dividends. The Consideration
Shares will entitle their holders to receive dividends declared by Taiba following the date of
Transaction Completion according to the eligibility date for each declared dividend. After
issuing the Consideration Shares, the ownership of current Taiba’s shareholders will constitute
(61.6%) of Taiba’s share capital, while Dur’s shareholders will own (38.4%) of Taiba’s share
capital. It should be noted that in the case of approval of the Transaction, Dur’s shares to be
acquired will be transferred to Taiba following the Transaction Completion without bearing
any dividends. For more details about the Transaction impact and justifications, please refer to
Section (3.2) (“Transaction Rationale”).

The total value of the Transaction will be determined on the basis of the value of the Consideration
Shares. The total nominal value of the Consideration Shares is SAR 1,000,000,000 (one billion
Saudi Riyals). The total market value of the Consideration Shares is SAR 2,950,000,000 (two
billion nine hundred fifty million Saudi Riyals), based on the closing price of (SAR 29.50) for
Taiba’s share on 15/09/1444H (corresponding to 06/04/2023G) (which is the last trading day
prior to the date of entry into the Implementation Agreement). The total value of Consideration
Shares to be recorded in the financial statements of Taiba will be determined at a later stage
based on the closing price of Taiba’s share at the last trading day prior to the date of Transaction
Completion.

The current share capital of Taiba is SAR 1,604,574,830 (one billion, six hundred four million,
five hundred seventy-four thousand, eight hundred thirty Saudi riyals) divided into 160,457,483
(one hundred sixty million, four hundred fifty-seven thousand, four hundred eighty-three)
ordinary shares with a nominal value of SAR 10 (ten Saudi riyals) per share, all of which are
fully paid and listed on the Saudi Exchange (Tadawul).

The following table shows details of ownership in Taiba of each of the Substantial Shareholders
of Taiba and Dur and the public prior to and following the Transaction as of 16/03/1445H
(corresponding to 01/10/2023G):

Post-Completion

No. of Shares in Taiba

Shareholding % in Taiba

Shareholding % in Taiba

Assila Investment Company 26,845,269 16.730% 53,989,053 20.729%
Mohammed Ibrahim Mohammed Al-Eissa 11,897,114 7.414% 23,898,563 9.176%
Mohammed Saleh Hamza Serafi 12,837,271 8% 12,837,271 4.929%“
Al-Salihat Trading and Contracting Holding Company 10,500,000 6.544% 10,500,000 4.031%
Public Investment Fund 5,484,374 3.418% 22,112,832 8.490%
Members of Taiba’s Board of Directors" 5,298 0.003% 5,298 0.002%
Taiba’s senior executives?® N/A N/A N/A N/A
Public® 92,888,157 57.890% 137,114,466 52.644%
Total 160,457,483 100% 260,457,483 100%

(M Based on the shares owned directly by Taiba’s directors only. For further information about the indirect ownership and interest, please refer to Section (3.3) (“Shareholding of Taiba’s Directors™).

@ Based on the shares owned directly by Taiba’s senior executives only.

& Include all shares owned by non-Substantial Shareholders in Taiba and Dur and the directors and senior executives of Taiba.

@ Mohammed Saleh Hamza Serafi will not be a Substantial Shareholder after the completion of the Transaction, as his ownership will decrease below 5% of Taiba shares after the completion.

®  Al-Salihat Trading and Contracting Holding Company will not be a Substantial Sharcholder after the completion of the Transaction, as its ownership will decrease below 5% of Taiba shares after the completion.

®  The Public investment Fund is not a Substantial Shareholder in Taiba but will become a Substantial Shareholder after the Transaction is completed due to the high ownership of more than 5% of Taiba shares.

As for the Related Parties, according to the ROSCOs, Dur shall be a Related Party for being
controlled by a Substantial Sharecholder in Taiba, Mr. Mohammed Ibrahim Mohammed Al-Eissa
(who directly owns (12%) and controls Assila Investment Company, which owns (27.14%) of
Dur’s Shares). In contrast to Dur, there is no party to the Implementation Agreement other than
Dur, therefore there are no other Related Parties according to the ROSCOs. Dur does not hold
any share in Taiba as on the date of this Circular.

According to the Merger and Acquisition Regulations, each of the following parties are
Related Parties: The Public Investment Fund (PIF) as a Substantial Shareholder in Dur with
a representative in the Board of Directors of Taiba, and Mr. Ibrahim Mohammed Al-Eissa
(Chairman of the Board of Directors of Taiba) as a member of the Board of Directors of Taiba
and of Assila Investment Company since Assila Investment Company and Dur are under
joint control of Mr. Mohammed Ibrahim Mohammed Al-Eissa, and both Mr. Mohammed
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Ibrahim Mohammed Al-Eissa and Assila Investment Company as they are presumed to act in
concert (since they are in the same group as Assila Investment Company is controlled by Mr.
Mohammed Ibrahim Mohammed Al-Eissa) and they collectively own (20%) or more in both
Taiba and Dur. Those Related Parties can vote on the Acquisition Resolutions only in one EGM
of either company according to the MARs and the exemption granted by the CMA (for more
details about the exemption, please refer to Section (8) (”Exemptions”).

It is worth noting that a number of directors of Taiba have an interest in the Transaction. Mr.
Ibrahim Mohammed Al-Eissa (as he is a board member and a shareholder in Assila Investment
Company, which is a substantial shareholder of Dur, and given his parents have an interest
in Dur’s shares); Mr. Ghassan Yasser Shalabi (as one of his relatives is a board member in
Assila Investment Company, which is a substantial shareholder in Dur); Mr. Feras Salah-Adin
Al-Qurashi (as he is a representative of the Public Investment Fund in Taiba’s board, which is
a substantial shareholder in Dur); Mr. Mohammed Abdulmohsen Al-Qurainis (as he is a senior
executive in Assila Investment Company, which is a substantial shareholder in Dur); and Mr.

Nature of Relationship/ Conflict

Badr Bin Hamoud Al-Badr (as he owns shares in Dur and was its CEO from 2012G until 2019G)
have declared their interest in the Transaction to Taiba’s board and subsequently abstained from
voting on the board’s resolution to approve the Implementation Agreement.

There are also directors of Dur’s board who have an interest in the Transaction. Mr. Bader Bin
Abdullah Al Issa (as he is a shareholder of Taiba and the CEO of Assila Investment Company,
which is a substantial shareholder in Taiba), Mr. Fahd bin Abdullah Al Issa (as he is a board
member of Assila Investment Company, which is a substantial shareholder in Taiba), and
Mr. Mishary Bin Najy Al-Ibrahim (as he is a shareholder in Taiba and a representative of PIF
on Dur’s board; which in turn is a shareholder in Taiba) have declared their interest in the
Transaction to Dur’s board and subsequently abstained from voting on the board’s resolution to
approve the Implementation Agreement.

The following table sets out the names and shareholdings of the Related Parties in relation to the
Transaction as of 16/03/1445H (corresponding to 01/10/2023G):

Direct Ownership in Taiba Direct Ownership in Dur

No. of Shares Shareholding % No. of Shares Shareholding %

Substantial shareholder in Dur and has a representative

1 0, 0,
Public Investment Fund on the board of Taiba 5,484,374 3.418% 16,628,458 16.628%
On the board of Assila and Taiba, and whereas, Assila
Ibrahim Mohammed Al-Eissa and Dur are jointly controlled by Mohammed Ibrahim 1,000 0.0006% N/A N/A
Mohammed Al-Eissa
. L Presumed to act in concert (they are in the same group ) )
Mohammed Ibrahim Mohammed Al-Eissa due to control of Mohammed Ibrahim Mohammed Al- 11,897,114 7.414% 12,001,449 12.001%
Eissa over Assila) since they collectively own 20% or
Assila Investment Company more in Taiba and Dur 26,845,269 16.730% 27,143,784 27.144%
Total 44,227,757 27.563% 55,773,691 %55.77

* Mohammed Al-Eissa has an interest in both Taiba and Dur represented below:

- In Taiba: (1) the endowment of Mohammed Ibrahim Al-Eissa which owns (5,000,000) shares, (2) his wife’s ownership of (149,892) shares, (3) the ownership of his son
Abdulrahman Al-Eissa which amounts to (3,358,340) shares, (4) the ownership of his son Waleed Al-Eissa which amounts to (2,480) shares, (5) the ownership of his son Ibrahim
Al-Eissa which amounts to (1,000) shares. These shares represent (5.305%) of the capital of Taiba.

- InDur: (1) the ownership of his son Abdulrahman Al-Eissa amounting to (2,000,000) shares, (2) the ownership of his son Waleed Al-Eissa amounting to (70,000) shares, (3) the
ownership of his son Abdullah Al-Eissa amounting to (1,449) shares. These shares represent (2.071%) of Dur’s capital.

The following table sets out the details of the ownership of the directors of Taiba and Dur in relation to the Transaction as of 16/03/1445H (corresponding to 01/10/2023G):

Name Interest

Indirect
Interest

Shareholding in Dur

A Indirect
Total Direct Interest ® Total

Taiba Conflicted Directors

Member of the Board of Directors and shareholder

Ibrahim Mohammed of Assila Investment Company, one of the major

@ ) 3) o
Ibrahim ALEissa sharcholders of Dur. His parents also have an 1,000 17,047,006 17,048,006 10.62% N/A 12,001,449 12,001,449 12.001%
interest in Dur.
One of his relatives is a member of the Board of
Ghassan Yasser Shalabi  Directors of Assila Investment Company, one of 2,098 40,7204 42,818 0.03% N/A N/A N/A N/A
the major shareholders of Dur
Feras Salah-Adm Al- A representative of the Public Investment Fund, a N/A 54843740 5484374 3.418% N/A 16,628 458 16,628,458 16.628%
Qurashi major shareholder of Dur
Mohammed . . .
Abdulmohsen Al Senior Exccutive at Assila Investment Company, ), N/A N/A N/A N/A N/A N/A N/A
.. one of the major shareholders of Dur
Qurainis
Badr Hamoud Al-Badr 018 shares in Dur and was its CEO from 2012G N/A 100 0.0001% 2,429 N/A 2420 0.0002%

to 2019G
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Name Interest

Shareholding in Taiba

Indirect
Interest

Shareholding in Dur

Indirect
Interest

Dur Conflicted Directors

Bader Bin Abdullah Shareholder in Taiba and CEO of Assila

Al Issa Investment Company; a substantial shareholder 25 N/A 25 0.00002% 1,485 1,449© 2,934 0.0029%
in Taiba
. Member of the Board of Directors of Assila
ialtid ‘;m Abdullah Investment Company; a substantial shareholder N/A N/A N/A N/A 30 1,497 1,479 0.0014%
S in Taiba
Mishary Bin Naiy Al- A shareholder in Taiba and a representative of the
Ibrahirrz, vy Public Investment Fund on the Board of Directors 300 5,484,374® 5,484,674 3.418% N/A 16,628,458® 16,628,458 16.628%

of Dur, which in turn is a shareholder in Taiba.

Source: Taiba, and Dur in relation to Dur’s board of directors

M Shares in which they have an indirect interest, meaning shares directly owned by: (1) companies controlled by the member, (2) the member’s relatives, i.e., his spouse, parents and children, or

(3) the entity in which the member represents.

@ Represents the ownership of the father of the director Ibrahim Mohammed Al-Eissa which amounts to (11,897,114) shares, in addition to the ownership of the father’s endowment amounting
to (5,000,000) shares, in addition to the ownership of the mother of director Ibrahim Mohammed Al-Eissa in Taiba which amounts to (149,892) shares.

& Represents the ownership of the member’s father, Ibrahim Mohammed Al-Eissa, in Dur.

@ Represents the ownership of the daughter of director Ghassan bin Yasser Shalaby.

®  Ownership of the Public Investment Fund, which is represented by Member Firas Al-Qurashi.

©  Represents the ownership of director Bader Al-Issa’s father.
™ Represents the ownership of director Fahad Al-Issa’s father.

®  Represents the ownership of PIF which is represented by director Mishary Al-Ibrahim.

Taiba has submitted an application to the CMA to list and offer the Consideration Shares and
to the Saudi Exchange (Tadawul) to accept the listing of the Consideration Shares. The CMA’s
approval was obtained on 22/04/1445H (corresponding to 06/11/2023G) while Saudi Exchange’s
approval was obtained on 28/12/1444H (corresponding to 16/07/2023G), and all requirements
of the CMA and the Saudi Exchange (Tadawul) were met. Subject to obtaining approvals from
Taiba’s Transaction EGM and Dur’s Transaction EGM, all the regulatory approvals related to
the Transaction and the increase of Taiba’s share capital were obtained (for more details in this
regard, please refer to Section (5.2.2) (“Approvals Required for Transaction Completion™)).

This Circular includes information provided as part of the application for registration and offer
of securities in compliance with the Rules on the Offer of Securities and Continuing Obligations
(the “ROSCOs”) issued by the Capital Market Authority of Saudi Arabia (the “CMA”) and
the application for listing of securities in compliance with the Listing Rules of the Saudi Stock
Exchange Company. The directors, whose names appear in this Circular, collectively and
individually accept full responsibility for the accuracy of information contained in this Circular.
They also confirm, having made all reasonable enquiries, that to the best of their knowledge
and belief, there are no other facts the omission of which would make any statement herein
misleading. The CMA and the Saudi Stock Exchange Company do not take any responsibility for
the contents of this Circular, do not make any representation as to its accuracy or completeness,
and expressly disclaim any liability whatsoever for any loss arising from, or incurred in reliance
upon, any part of this Circular.

As an exception from the above declaration, neither Taiba nor its directors, executives and
employees will accept any responsibility for the accuracy of information relating to Dur or its
subsidiaries, shareholders and directors contained in this Circular. All information contained
in this Circular in relation to Dur and its subsidiaries has been included on the basis of the
information provided by Dur and information obtained in connection with the Transaction
during the due diligence exercise conducted by Taiba and its advisers on Dur and certain

subsidiaries. Dur is obligated under the Implementation Agreement to provide Taiba with all
information about Dur required for preparing this Circular. Dur has also submitted under the
Implementation Agreement, a representation to Taiba (as usually done under such agreements)
related to the correctness and completeness of the information (in all material aspects) submitted
to Taiba regarding the Transaction as on the date of submission of such information. This
information will include the information submitted during the stage of conducting professional
due diligence studies and preparing Transaction-related documents including this Circular. Dur
also warrants and represents that the information submitted is not misleading in all material
aspects. Dur also represented under the Implementation Agreement that it did not conceal any
material information related to the Transaction from Taiba.

The members of the board of directors of Taiba (other than the conflicted directors) believe that
the Transaction is in the best interest of Taiba and its shareholders, having conducted appropriate
due diligence - with the support of their advisors - they deemed sufficient under the current
circumstances and considered the market position prevailing at the time of the publication of
this Circular in addition to the future growth prospects of Taiba and Dur, including potential
synergies and the opinion of J. P. Morgan Saudi Arabia on 15/09/1444H (corresponding to
06/04/2023G) (Taiba’s Financial Advisor in connection with the Transaction) to Taiba’s board
of directors, (a copy of such opinion is attached to this Circular as Annex 2 ), to the effect that,
as of that date and based upon and subject to the factors and assumptions set forth therein, the
Exchange Ratio agreed under the Implementation Agreement was fair from a financial point of
view to Taiba.

The shareholders must fully read this Circular and review all its sections carefully especially
Section “Important Notice” and Section (1) “Risk Factors”, before voting on the Transaction
EGM of Taiba.

Taiba appointed J. P. Morgan Saudi Arabia as a financial advisor in relation to the Transaction.

Financial Advisor

J.PMorgan

This Shareholder Circular was published on: 25/04/1445H (corresponding to 09/11/2023G). It was drafted in both Arabic and English. Arabic shall be the official language
of the Circular and in case of any discrepancy between the Arabic and English texts, the Arabic text shall prevail.

This Shareholder Circular is an unofficial English translation of the official Arabic version and is provided for information purposes only. The Arabic Shareholder Circular
remains the only official, legally binding version and shall prevail in the event of any conflict between the two languages.
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Important Notice

This Circular has been prepared by Taiba pursuant to Article (75) of the Rules on the Offer of Securities and Continuing Obligations
regarding Taiba’s share capital increase to acquire all Dur’s shares through a securities exchange transaction in accordance with Article
(26) of the Merger and Acquisition Regulations. The purpose of this Circular is to provide Taiba Shareholders with information on
the Transaction in order to assist them in making an informed decision at Taiba’s Transaction EGM based on the recommendation of
Taiba’s Board to increase its share capital for the purpose of acquiring all Dur’s Shares. Taiba Shareholders’ approval of the Transaction
according to the duly required quorum is a condition for the Transaction completion. By publication of this Circular, Taiba shareholders
are fully aware of the information contained in this Circular and their decisions and votes in Taiba’s Transaction EGM regarding the
Transaction shall be treated on such basis. The counterparts of this Document may be obtained from the headquarters of Taiba or
through Taiba’s website (www.taiba.com.sa), CMA website (cma.org.sa), or Saudi Exchange (Tadawul) website (www.saudiexchange.
sa).

The CMA and the Saudi Exchange (Tadawul) assume no responsibility for the contents of this circular, make no representations as to
its accuracy or completeness, and expressly disclaim any liability whatsoever for any loss resulting from the contents of this circular
or from reliance on any part thereof.

The information and statements contained in this Circular were presented as they are on the date of issuance of this Circular unless
another date is specified for any information or statements contained in this Circular. Consequently, this information is subject to
change after the date of publication of this Circular. Accordingly, publication of this Circular does not necessarily mean that none of
the facts or information contained in this Circular on Taiba, Dur, or any of their subsidiaries have changed. Any information contained
in this Circular should not be considered expectations or projections on the future financial performance of Taiba, Dur or any of their
subsidiaries. No statement in this Circular is to be construed as a profit forecast that future earnings per Taiba share will match or
exceed the historical earnings per Taiba share. For more details on the risks related to the acquisition of Dur, please refer to Section (1)
(“Risk Factors”), which shareholders should carefully review.

Taiba shall prepare and publish a supplementary shareholders’ circular after its submission and approval to the CMA, upon becoming
aware at any time after the date of publication of this circular and before Taiba’s Transaction EGM of any of the following: (1) there
is a significant change in material matters contained in this circular, and (2) the emergence of any significant matters that should have
been included in this circular.

No person was authorized to provide any information or to make any representations on behalf of Taiba’s board except what is declared
in this Circular. Therefore, no information or statements from other parties should be construed as information or statements of Taiba
or J. P. Morgan Saudi Arabia or any advisor of Taiba in relation to the Transaction.

All the information contained in this Circular is of a general nature and has been prepared without considering the individual investment
objectives, the financial situation or the investment needs of any specific shareholder. The board of directors of Taiba recommend that
Taiba shareholders should read and carefully consider all information contained in this Circular, and when in doubt as to the action
any shareholder should take at Taiba’s Transaction EGM, the board of directors of Taiba recommend that such shareholder consults an
independent financial advisor licensed by the CMA in relation to the Transaction and relies on its own examination of the Transaction
and the information herein with regard to such Taiba shareholder’s individual objectives, financial situation and needs.

This Circular may not be construed as legal, financial, zakat-related or tax advice. The recipient of this Circular should seek specialized
advice from their own legal, financial and tax advisors in relation to such topics.

Taiba appointed J.P. Morgan Saudi Arabia as a financial advisor in relation to the Transaction. J.P. Morgan Saudi Arabia - a capital
market company licensed to operate in the KSA by the CMA- as an exclusive financial advisor of Taiba in relation to the Transaction.
The company shall not be liable towards any party except for Taiba when giving advice on the Transaction or any other issue referred
to in this Circular.

Moreover, J.P. Morgan Saudi Arabia or other advisors referred to in the (“Corporate Directory”) Section did not independently ascertain
the correctness and accuracy of the information contained in this Circular. Accordingly, those advisors, or any of their affiliates,
managers or employees shall not be liable for any direct or indirect loss or damage that any person may incur due to their reliance on
any information included in this Circular, or due to incorrect, inaccurate, or incomplete information contained in this Circular.

FORWARD-LOOKING FORECASTS AND STATEMENTS

This Circular contains certain forward-looking statements. Such forward-looking statements can be identified by the fact that they
do not relate only to historical or current facts. Forward-looking statements often use words such as” anticipate”,” target”, “expect”,
“estimate”, “intend”, ’plan”, ”will”, "believe”, “aim”, "may”, "would”, ”could” or ”’should” or other words of similar meaning or
the negative thereof. Forward-looking statements in this Circular include, without limitation, statements relating to the following:
(1) expected benefits from the acquisition, future expectations of financial performance and conditions, and other future events; (ii)
business and management strategies and the expansion and growth of the operations of Taiba and Dur following the Transaction; and

(iii) the Transaction and the dates on which events are expected to occur.

Table of Contents
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The forward-looking statements appearing in this Circular reflect the current point of view of Taiba and its management. They are based
on numerous assumptions, including assumptions regarding the present and future business strategies of Taiba and the environment in
which it will operate in the future. Forward-looking statements are not a promise, or a guarantee of future events given several, visible
and invisible, factors that may affect the future, causing it to be materially different from the expectations, expressed or implied by
this Circular. The risks and uncertainties relating to forward-looking statements are beyond Taiba’s control and cannot be estimated
precisely, such as future market conditions and the behaviors of other market participants. Therefore, the recipient of this Circular
should read these forward-looking statements based on this notice but may not rely on such statements. For more details on the risks
related to the Transaction, specifically on Dur, please refer to Section (1) (“Risk Factors”), which shareholders should carefully review.

All oral or written forward-looking statements made by Taiba or any person acting on its behalf are expressly qualified in their entirety
by the Important Notice contained in this Section.

Taiba does not intend to amend or update any forward-looking statements contained in this Circular, except as required pursuant to
applicable laws and regulations.

PUBLICATION AND DISTRIBUTION RESTRICTIONS

This Circular is addressed to Taiba’s shareholders, subject to any restriction in the rules of any Restricted Jurisdiction. This Circular
does not constitute a sale offer or purchase order for any securities to any person in any jurisdiction.

FINANCIAL AND OTHER INFORMATION

Taiba and Dur financial statements for the financial years ended on 31 December 2020G, 31 December 2021G, and 31 December
2022G are prepared in accordance with International Financial Reporting Standards (IFRS) as adopted in KSA and other standards
and versions issued by SOCPA. It should also be noted that financial information contained in this Circular is based on management
estimates and has not been independently audited by chartered accountants or otherwise except as expressly stated. Save as disclosed
otherwise, all financial information is set out in SAR.

Figures contained in the financial statements may differ, if aggregated, from those contained in this Circular as a result of rounding.
This Circular contains percentages which are approximate numbers for the purpose of presentation.

This circular has been prepared in accordance with the laws and regulations in force in the Kingdom of Saudi Arabia, and the type
and presentation of the information contained therein may vary if prepared in accordance with the regulations of another jurisdiction.
Taiba does not intend to take any action to publish or register this circular or the Consideration shares in any jurisdiction other than
the Kingdom of Saudi Arabia. The Transaction relates to securities of Saudi companies listed on the Saudi Exchange (Tadawul),
and therefore this circular and any other documents or announcements related to the Transaction have been and will be prepared in
accordance with the disclosure requirements applicable in the Kingdom of Saudi Arabia only, which may differ from those applicable
in other jurisdictions.

SECTOR AND MARKET INFORMATION

The market information and details contained in Section (2) ("Information on the Market and Industry where Dur Operates”) were
obtained from JLL Saudi Arabia (“Market Adviser”).

About Market Adviser

JLL (listed in New York Security Exchange under symbol: NYSE: JLL) is a leading professional service company specialized in real
estate management and investment. JLL is a Fortune 500 company with annual revenues that amount to (20.9) billion US dollars. It
operates in more than 80 countries with a workforce of over 103k workers around the globe as of 31 December 2022G. JLL is the
tradename and the registered trademark of Jones Lang LaSalle Incorporated. For more information, please visit JLL.com. In the
Middle East and Africa (MEA), JLL operates in 35 countries across the region and employs more than 1650 internationally qualified
professionals across its offices in Dubai, Abu Dhabi, Riyadh, Jeddah, Al Khobar, Cairo, Casablanca, Johannesburg and Nairobi.

Market information is considered to be of a general nature. This information represents the Market Adviser’s point of view, and is not a
guarantee of the nature or trends of the market and industry in the future. This information is provided as on date thereof and is subject
to constant change. This section will not be updated by the Market Adviser or others. Neither Taiba nor its directors, employees and
other advisers have verified the information contained in this Circular. Accordingly, no representation or warranty is made or implied
by those parties as to accuracy or completeness of the information contained in this Circular and they do not accept any responsibility
as to the accuracy or completeness of that information.
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Taiba Investments Company

Taiba Investments Company
Building No. 3220

Unit No. 3

King Abdullah bin Abdulaziz Road
Al Shuhada District

P. O. Box 7777 Madinah 41472
Kingdom of Saudi Arabia

Tel. +966 (14) 8377777

Fax. +966 (14) 8367777

E-mail: IR@taiba.com.sa

Website: www.taiba.com.sa
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Saleh Bin Habdan Bin Abdullah AlHabdan
CEO

Building No. 3220

Unit No. 3

King Abdullah Bin Abdulaziz Street
Al-Shuhada District

P.O. Box 7777 Madinah 41472
Kingdom of Saudi Arabia

Tel: +966 (11) 2668600

Fax: +966 (14) 8367777

Email: salhabdan@taiba.com.sa

Website: www.taiba.com.sa

Taiba Representatives

Basil Bin Mohammad bin Saad bin Jabr
Board Member

Building No. 3220

Unit No. 3

King Abdullah Bin Abdulaziz Street
Al-Shuhada District

P.O. Box 7777 Madinah 41472
Kingdom of Saudi Arabia
Telephone: +966 (11) 2012221

Fax: +966 (11) 2012222

Email: bin.jabr@taiba.com.sa

Website: www.taiba.com.sa

Taiba’s Financial Advisor

J.PMorgan

J. P. Morgan Saudi Arabia Company
Al Faisaliah Tower

King Fahd Road

P.O. Box: 51907 Riyadh 11553

Tel. +966 (11) 2993800

Fax. +966 (11) 2993840

E-mail: Taiba_transaction@jpmorgan.com

Website: www.jpmorgansaudiarabia.com

Khoshaim & Associates
17th Floor, Tower B

Olaya Towers, Olaya District
P.O. Box: 230667

11321 Riyadh

Kingdom of Saudi Arabia
Tel. +966 (11) 461 8700
Fax. +966 (11) 461 8799
Email: info@khoshaim.com

Website: www.khoshaim.com
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Taiba’s Financial Due Diligence Advisor

PricewaterhouseCoopers Public Accountants

Kingdom Tower

P.O. Box: 8282 Riyadh 11482

Kingdom of Saudi Arabia _L
Tel. +966 (11) 465424

Fax. +966 (11) 4651663 pwc
Email: info@sa.pwc.com

Website: www.pwc.com/m1/en

Market Adviser

Jones Lang Lasalle Saudi Arabia for Real Estate Valuations

3070, Prince Muhammad Ibn Abdulaziz Road, Al Olaya, 6135

Unit No. 1111

Riyadh- 12241, Kingdom of Saudi Arabia

Tel. +966 (11) 664 2180303 JLL
Fax. +966 (11) 664 2180308

E-mail: jll-mena@)jll.com

Website: www.jll-mena.com

Taiba’s Auditor

Ernst & Young Professional Services (Professional LLC)

King’s Road Tower - 13th floor

King Abdulaziz Road

P.O. Box: 1994 Jeddah 21441

Kingdom of Saudi Arabia

Tel. +966 (12) 221 8400

Fax. +966 (12) 664 4408 Building a better
Website: www.ey.com working world

Email: ey.ksa@sa.ey.com

Note: The above advisors have given and, as at the date of this Circular, have not withdrawn their written consent to the publication of their names, addresses, logos
and the statements attributed to each of them in the context in which they appear in this Circular (as applicable).
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Summary

This summary is intended to provide Taiba shareholders with an overview of the Transaction. As such, reading this Section does not
substitute reading the other sections of this Circular. Shareholders shall read this Section as an introduction to the information related
to the Transaction. It is also important to read this Circular and the information contained herein carefully especially (“Important
Notice”) Section and Section (1) (“Risk Factors”) — before making any decision related to voting on the Acquisition Resolutions in
Taiba’s Transaction EGM.

Taiba (Issuer)

Taiba was established pursuant to Royal Decree No. (M/41) dated 16/06/1408H, and its incorporation was
announced under the decision of His Excellency Minister of Commerce No. (134) issued on 13/02/1409H
(corresponding to 24/09/1988G) and it is a joint stock company registered in the Commercial Register under

Name, Description
and Incorporation

Information number (4650012403) on 10/04/1409H (corresponding to 19/11/1988G) issued from Madinah.
According to Taiba’s bylaws, Taiba carries out the following activities:
1) Managing its subsidiaries or co-managing and providing the necessary support for other companies where
it has shares;
2) Investing its funds in shares and other securities according to the legal and Shariah conditions;
3) Owning real estate and movables necessary for its business;
4) Providing loans, sureties and funding to its subsidiaries;
5) Holding and utilizing intellectual property rights including patents, trademarks, franchise rights and other
nominal rights, and leasing such rights to its subsidiaries or others;
6) Owning, developing, investing, selling, purchasing, renting, leasing managing, operating and maintaining
real estate;
7) Owning, investing in, managing, operating and maintaining hotels, hospitals, residential complexes of all
types and tourist and recreational facilities;
8) Maintaining, managing and operating cities, facilities and public and private buildings;
9) Architecture, civil, mechanical and electrical contracting;
Taiba’s Business 10) Agricultural, industrial and mining activities according to the applicable laws;
Activities 11) Trading in wholesale and retail consumer materials, equipment, machinery, agricultural, electrical, electronic

systems and rations;
12) Providing insurance and mortgage services;
13) Supervising implementation of real estate projects;
14) Importing materials, devices, furniture, tools and equipment in relation to the company’s business;

15) Any other legitimate purpose that is consistent with Taiba nature.

According to its commercial registration, the purposes of Taiba are as follows:

1) Buying and selling land, real estate, dividing them and off-plan sales activities.
2) Management and leasing of owned or leased properties (residential).

3) Management and leasing of owned or leased properties (non-residential).

4) General construction of residential buildings.

5) Hotel.

6) Motels.

7) Hotel apartments.
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The following table shows details of direct ownership in Taiba of each of the Substantial Shareholders prior to and
following the Transaction Completion as of 16/03/1445H (corresponding to 01/10/2023G):

Pre-Completion Post-Completion
No. of Shares | Shareholding % No. of Shares Shareholding %

Shareholder

Assila Investment

26,845,269 16.730% 53,989,053 20.729%
Company
Mohammed Ibrahim o o
Mohammed Al-Fissa 11,897,114 7.414% 23,898,563 9.176%
Mohammed Saleh 12,837,271 8% 12,837,271 4.929%
Hamza Serafi®V
Al-Salihat Trading and
Contracting Holding 10,500,000 6.544% 10,500,000 4.031%
Company®
Public Investment Fund® 5,484,374 3.418% 22,112,832 8.490%
Total 67,564,028 42.106% 123,337,719 47.355%

@ Mohammed Saleh Hamza Serafi will not be a Substantial Shareholder after Transaction Completion as his ownership will
fall below 5% of the shares of Taiba after Transaction Completion.

@ Al-Salihat Trading and Contracting Holding Company will not be a Substantial Shareholder after Transaction Completion as
its ownership will decrease below 5% of the shares of Taiba after Transaction Completion.

@ The Public Investment Fund is not currently a Substantial Shareholder in Taiba but will become a Substantial Shareholder
after Transaction Completion due to the increase of its ownership to more than 5% of Taiba shares.

One billion, six hundred four million, five hundred seventy-four thousand, eight hundred thirty (1,604,574,830)
Saudi Riyals.

One hundred sixty million, four hundred fifty seven thousand, four hundred eighty three (160,457,483) ordinary
shares.

Ten (10) Saudi Riyals.

One hundred million (100,000,000) shares.

62.32%

The nominal value of Consideration Shares is ten (10) Saudi Riyals per share and the shares shall be fully
paid. The total value of Consideration Shares, as will be recorded on the financial statements of Taiba, will be
determined at a later stage on the basis of the closing price of Taiba’s share on the last trading day prior to the date
of Transaction Completion.

The total nominal value of Consideration Shares shall be one billion Saudi Riyals (SAR 1,000,000,000). The total
market value of Consideration shares is two billion, nine hundred fifty million Saudi Riyals (SAR 2,950,000,000)
based on the closing price of Taiba share of SAR (29.50) as at 15/09/1444H (corresponding to 06/04/2023G) (the
last trading day preceding the date of executing the Implementation Agreement). The total value of Consideration
Shares to be included in Taiba’s financial statements will be determined at a later date based on the closing price
of Taiba’s share on the last trading day preceding the Transaction Completion.

Description of the Transaction

Description of the
Transaction

The Transaction will be implemented as a securities exchange offer pursuant to Article (26) of the Merger and
Acquisition Regulations. Taiba will acquire all Dur’s Shares which amounts to one hundred million (100,000,000)
ordinary shares with a nominal value of ten (10) Saudi Riyals per share in exchange of Taiba’s issuance of one
hundred million (100,000,000) ordinary shares with a nominal value of ten (10) Saudi Riyals per share to Dur
Shareholders by increasing Taiba’s paid-up share capital from one billion, six hundred four million, five hundred
seventy-four thousand, eight hundred thirty (1,604,574,830) Saudi Riyals to two billion, six hundred four million,
five hundred seventy-four thousand, eight hundred thirty (2,604,574,830) Saudi Riyals and increasing the number
of Taiba’s shares from one hundred sixty million, four hundred fifty-seven thousand, four hundred eighty-three
(160,457,483) shares to two hundred sixty million, four hundred fifty-seven thousand, four hundred eighty-three
(260,457,483) shares.

Upon the Transaction Completion, Dur will become an unlisted joint stock company wholly owned by Taiba.

For more details about the Transaction Completion, please refer to Section (5.2) (“Legal Information of the
Transaction™).

Dur (to be acquired)

Name, Description,
and Incorporation
Information

Table of Contents
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According to Dur’s bylaws, Dur’s objectives are:

1) Construction, ownership, management, operation, investment, purchase, participation, rental, and lease of
hotels, restaurants, motels, rest houses, furnished residential units, entertainment centers, travel and tourism
agencies, and private beaches of all levels and sizes, in cities, highways and tourist areas.

2) Ownership and purchase of land, real estates and properties, as well as their development, division and
sorting. Construction of residential, commercial and hotel buildings, in addition to their sale, conveyance, or
lease, and their utilization by all means and real estate management, for the benefit of the Company or third
parties; and performance of the operation and maintenance works.

3) Provision of services to Umrah pilgrims and visitors of the Prophet’s Mosque.

4) Conducting all the basic and intermediate work required to carry out, process and initiate the various aspects
of the aforementioned business activities, in accordance with the purposes for which they are intended.

5) Achievement of a high-level service, and the services provided in such locations, and their processing in
Dur’s Business accordance with their degree in a manner approved by Dur’s Board of Directors.

Activitics According to its commercial register, Dur’s purposes are:

1) Management and leasing of owned or leased properties (residential).

2) Management and leasing of owned or leased properties (non-residential).

3) Property management activities for a commission.

4) General construction of residential buildings.

5) General construction of non-residential buildings such as schools, hospitals, hotels, etc.
6) Hotels.

7) Hotel apartments.

8) Holiday home chalets.

9) Restaurants with service.

For more details about Dur, please refer to Section (3.7) (“Overview of Dur’s Operations™).

The following table shows details of direct ownership in Dur of each of the Substantial Shareholders prior to and
following the Transaction Completion as of 16/03/1445H (corresponding to 01/10/2023G):

Substantial Pre-Completion Post-Completion

A Shareholder
Shareholders in No. of Shares | Shareholding % | No. of Shares | Shareholding %
Dur and their
number of shares Assila Investment Company 27,143,784 27.144% N/A N/A
and shareholding Mohammed Ibrahim Mohammed
percentage before and  A|_Fissa 12,001,449 12.001% N/A N/A
after the Transaction
Completion. Public Investment Fund 16,628,458 16.628% N/A N/A
Taiba N/A N/A 100,000,000 100%
Total 55,773,691 55.77% N/A 100%
Ownership of Dur’s
Shareholders in Ta.uba After issuance of the Consideration Shares, Dur’s Shareholders will own (38.4%) of Taiba’s share capital.
after the Transaction
Completion

Dur’s Share Capital One billion (1,000,000,000) Saudi Riyals.

Total Number of

Dur’s Shares One hundred million (100,000,000) Ordinary Shares.

Shares to be Acquired  One hundred million (100,000,000) Ordinary Shares.

Other

As for the Related Parties, according to ROSCOs, Dur is a Related Party for being controlled by a Substantial
Shareholder in Taiba, Mr. Mohammed Ibrahim Mohammed Al-Eissa, who directly owns (12%) and controls
Assila Investment Company, which owns (27.14%) of Dur’s shares. There is no party to the Implementation
Agreement other than Dur, therefore there are no other Related Parties according to ROSCOs.

According to the Merger and Acquisition Regulations, each of the following parties are Related Parties: The PIF
as a Substantial Shareholder in Dur with a representative in the Board of Directors of Taiba, and Mr. Ibrahim

Related Parties Mohammed Al-Eissa (Chairman of the Board of Directors of Taiba) as a member of the Board of Directors of
Taiba and of Assila Investment Company since Assila Investment Company and Dur are under joint control
of Mr. Mohammed Ibrahim Mohammed Al-Eissa, and both Mr. Mohammed Ibrahim Mohammed Al-Eissa and
Assila Investment Company as they are presumed to act in concert (since they are in the same group as Assila
Investment Company is controlled by Mr. Mohammed Ibrahim Mohammed Al-Eissa) and they collectively own
(20%) or more in both Taiba and Dur. Those Related Parties can vote on the Acquisition Resolutions only in one
EGM of either company according to the MARs and the exemption granted by the CMA. For more details about
the exemption, please refer to Section (8) (“Exemptions”).
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The total nominal value of Consideration Shares is one billion (1,000,000,000) Saudi Riyals, and the total market
value of the Consideration Shares is two billion nine hundred fifty million (2,950,000,000) Saudi Riyals based on
the closing price of SAR (29.50) of Taiba’s share as on 15/09/1444H (corresponding to 06/04/2023G) (which is
the last trading day prior to the date of executing the Implementation Agreement). The total value of Consideration
Shares, as will be recorded on the financial statements of Taiba, will be determined at a later stage on the basis of
the closing price of Taiba’s share on the last trading day prior to the date of Transaction Completion.

The below diagram is a simplified description of the structure of Transaction:

Dur Shareholders Taiba Shareholders Dur Shareholders Taiba Shareholders
100% 1 100% l 38.4% 61.6%
After
Dur Taiba Taiba
100% l

The following table shows details of direct ownership in Taiba prior to and following the Transaction Completion
as of 16/03/1445H (corresponding to 01/10/2023G):

Pre-Completion Post-Completion
Shareholder

No. of Shares | Shareholding % | No. of Shares | Shareholding %

Assila Investment Company 26,845,269 16.730% 53,989,053 20.729%

Mohammed Ibrahim

Mo ALE s 11,897,114 7.414% 23,898,563 9.176%
gi‘r’:gmmed Salech Hamza 12,837,271 8% 12,837,271 4.929%®
Al-Salihat Trading and o 0/ )
Contracting Holding Company  10-500:000 6.544% 10,500,000 4.031%
Public Investment Fund 5,484,374 3.418% 22,112,832 8.490%©
gigjg;ffTa‘ba s Board of 5,298 0.003% 5,298 0.002%
Taiba’s senior executives® N/A N/A N/A N/A
Public® 92,888,157 57.890% 137,114,466 52.644%
Total 160,457,483 100% 260,457,483 100%

(M Based on the shares owned directly by Taiba’s directors only. For further information about the indirect ownership and
interest, please refer to Section (3.3) (“Shareholding of Taiba’s Directors”).

@ Based on the shares owned directly by Taiba’s senior executives only.
@ Include all shares owned by none of the Substantial Shareholders of Taiba and Dur, senior executives, and directors of Taiba.

@ Mohammed Saleh Hamza Serafi will not be a Substantial Shareholder after Transaction Completion as his ownership will
fall below 5% of Taiba shares.

©®  Al-Salihat Trading and Contracting Holding Company will not be a Substantial Shareholder after Transaction Completion as
its ownership will fall below 5% of Taiba shares.

©  The Public Investment Fund is not currently a Substantial Shareholder in Taiba, but will become a Substantial Shareholder
after Transaction Completion due to the increase in its ownership to more than 5% of Taiba shares.
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The following table shows details of direct ownership in Dur prior to and following the Transaction Completion
as of 16/03/1445H (corresponding to 01/10/2023G):

Pre-Completion Post-Completion
Shareholder
No. of Shares | Shareholding % | No. of Shares | Shareholding %
N/A N/A

Assila Investment Company 27,143,784 27.144%

Mohammed Ibrahim

Mohammed Al-Eissa 12,001,449 12.001% N/A N/A
Public Investment Fund 16,628,458 16.628% N/A N/A
gigl':g;ﬁf Dur’s Board of 6,715 0.007% N/A N/A
Dur’s senior executives® N/A N/A N/A N/A
Public® 44,219,594 44.220% N/A N/A
Taiba N/A N/A 100,000,000 100%
Total 100,000,000 100% 100,000,000 100%

(M Based on the shares owned directly by Dur’s directors only. For further information about the indirect ownership and interest,

please refer to Section (3.7.6) (“Dur’s Directors and Executives™).
Based on the shares owned directly by Dur’s senior executives only.

Include all shares owned by none of the Substantial Shareholders, directors, and senior executives of Taiba.

The Transaction will lead to a decrease in the shareholding of the current Taiba shareholders (without taking
into consideration their ownership in Dur, if any) to (61.6%) of the total Taiba’s share capital after Transaction
Completion. This will not result in any change in the number of shares currently owned by Taiba Shareholders.

(For further information and details about the risks related to the dilution effects on voting power, etc. please refer
to Section (1.2.1) (“Risks related to the decrease in the ownership percentage of Taiba’s shareholders and the
subsequent decrease in voting power”).

The table below shows Taiba’s earnings per share based on Taiba’s audited financial statements for the fiscal year
ended 31 December 2022G, and based on the unaudited pro forma condensed consolidated financial information
for the year ended 31 December 2022G (which do not take into account the benefits of the Transaction):

Earnings per share (based on Taiba’s audited financial statements for the year ended 31 December

2022G 0.87

Earnings per share after capital increase (based on the unaudited pro forma condensed consolidated

financial information for the year ended 31 December 2022G) 0.69

The Transaction is expected to result in added value for Taiba shareholders supported by the combined asset
portfolio, development opportunities, benefits and savings expected in the short to medium term. It should be
noted that it is difficult to predict any future events or results, and therefore you should not rely entirely on any
expectations or statements regarding earnings per share after the Transaction. For more details, please refer to
Section (3.11) (“Impact on earnings per share as a result of the Transaction”)

The Transaction will make Taiba one the largest hospitability companies in the region. It will enable it to play
a vital role to provide opportunities presented by the National Transformation Program for Saudi Vision 2030.
Taiba’s size after the Transaction will place it in a better position to benefit from major growth areas and be one of
the major stakeholders in supporting and implementing the National Tourism Strategy. Taiba will also be able to
benefit from the geographic integration of Taiba and Dur asset portfolios across the KSA. After the Transaction,
Taiba is expected to benefit from the accumulated knowledge of the local market across different cities in the
KSA (including major cities such as Riyadh, Jeddah, holy cities Makkah and Madinah, and upcoming cities such
as Tabuk and Jubail) which may enhance the competitive advantage and create opportunities for better value for
shareholders.

For further details please refer to Section (3.2) (“Transaction Rationale”).
The key steps required for the Transaction Completion and finalization of the related procedures, which are not
carried out at the date of this circular, are as follows:

- Obtaining approvals from both Taiba Shareholders and Dur’s Shareholders on the Acquisition Resolutions at Taiba’s
Transaction EGM and Dur’s Transaction EGM.

- Publishing the outcomes of Taiba’s Transaction EGM and Dur’s Transaction EGM.

- Delisting Dur’s Shares.

- Listing the Consideration Shares and depositing them in portfolios of Dur’s eligible shareholders.
- Updating commercial registers of Taiba and Dur to reflect the Transaction.

For more information, please refer to Section (3) (“The Transaction™) and “Key Dates and Milestones” Section.
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Entitlement to
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Consideration Shares
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Voting Rights of the
Consideration Shares

Restrictions on the
Consideration Shares

The Consideration Shares will entitle their holders to receive dividends declared by Taiba following the date of
the Transaction Completion according to the eligibility date for each declared dividend.

The Transaction and the Capital Increase are conditional upon obtaining a number of approvals as follows:

- CMA approval of the Capital Increase request and publication of the Offer Document. This approval was obtained on
22/04/1445H (corresponding to 06/11/2023G).

- Saudi Exchange (Tadawul) approval on the listing of Consideration Shares on the Saudi Exchange (Tadawul). This approval
was obtained on 28/12/1444H (corresponding to 16/07/2023G).

- A non-objection from the General Authority for Competition with respect to the economic concentration arising from the
Transaction. This non-objection was obtained on 02/12/1444H (corresponding to 20/06/2023G).

- Anon-objection from the Ministry of Commerce in respect of the proposed amendments to the bylaws of Taiba. This non-
objection was obtained on 23/04/1445H (corresponding to 07/11/2023G).

- The CMA approval to convene Taiba’s Transaction EGM and Dur’s Transaction EGM, the date and time of such EGM shall
be announced on Saudi Exchange (Tadawul) website.

- Approvals from Taiba’s Shareholders and Dur’s Shareholders on the Acquisition Resolutions at Taiba’s Transaction EGM
and Dur’s Transaction EGM. Neither EGMs has been convened yet.

For further information on the conditions and procedures of the Transaction, please refer to Section (5) (“Legal

Information”).

All Taiba’s shares are of one class and no share gives its shareholders preferred rights. The Consideration Shares
will be issued of the same class of the current Taiba’s shares with the same rights they enjoy including voting
rights and rights to receive dividends in accordance with the Companies Law and the bylaws of Taiba.

Trading the shares of Taiba is subject to the regulations, circulars, and instructions of the competent authorities in
the Kingdom of Saudi Arabia, and non-Saudis may not purchase Taiba shares; and the Consideration Shares will
be subject to the same restriction.

It should be clarified that the Consideration Shares will be issued to the eligible non-Saudi shareholders of Dur
with all their associated rights (including voting and dividends) and they will be able to dispose of and sell them,
but they will not be able — like any other non-Saudi investor — to purchase shares in Taiba.

Taiba’s Capital Increase is conditional upon approval of Taiba’s Transaction EGM and Dur’s Transaction EGM.
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The table below includes the expected timeline of the key events related to the Transaction. The dates below are approximate, and
Taiba (Dur or Saudi Exchange (Tadawul), as the case may be) shall announce the actual events that must be announced on Saudi
Exchange (Tadawul) website according to the relevant laws and regulations including any changes that may be made to the timeframe.

1. Actions required in relation to EGM

Submission of the final draft of the Offer Document and Shareholders’
Circular to the CMA.

The CMA’s approval of the capital increase application and publication of
the Offer Document.

The CMA’s approval to convene Taiba’s Transaction EGM and Dur’s
Transaction EGM.

Publication of the invitation to Taiba’s Transaction EGM on the Saudi
Exchange (Tadawul) website (with a reference to the possibility of holding
a second meeting within an hour after the end of the time allocated to the
first meeting if the first meeting was not quorate).

Publication of the invitation to Dur’s Transaction EGM on the Saudi
Exchange (Tadawul) website (with a reference to the possibility of holding
a second meeting within an hour after the end of the time allocated to the
first meeting if the first meeting was not quorate).

Publication of the Offer Document, the Shareholders’ Circular, and Dur
Board’s Circular.

Making documents available for inspection.

The start of the electronic voting period for shareholders in Taiba’s
Transaction EGM.

The start of the electronic voting period for shareholders in Dur’s
Transaction EGM.

Taiba’s Transaction EGM (first meeting) — quorum required is shareholders
representing at least 50% of Taiba’s share capital.

Taiba’s Transaction EGM (second meeting) (if the quorum for the first
meeting is not attained) — quorum required is shareholders representing at
least 25% of Taiba’s share capital.

Dur’s Transaction EGM (first meeting) — quorum required is shareholders
representing at least 50% of Dur’s share capital.

Dur’s EGM (second meeting) (if the quorum for the first meeting is not
attained) — quorum required is shareholders representing at least 25% of
Dur’s share capital.

Announcing the Acquisition Resolutions passed at Taiba’s Transaction
EGM (first or second meeting) on the Saudi Exchange (Tadawul) website
(or, if the EGM was inquorate, the announcement of such fact).

Announcing the Acquisition Resolutions passed at Dur’s Transaction EGM
(first or second meeting) on the Saudi Exchange (Tadawul) website (or, if
the EGM was inquorate, the announcement of such fact).

The final drafts of the Offer Document and Shareholders’
Circular were submitted to the CMA on 25/03/1445H
(corresponding to 10/10/2023G)

22/04/1445H (corresponding to 06/11/2023G)

25/04/1445H (corresponding to 09/11/2023G)

25/04/1445H (corresponding to 09/11/2023G)

25/04/1445H (corresponding to 09/11/2023G)

25/04/1445H (corresponding to 09/11/2023G)
25/04/1445H (corresponding to 09/11/2023G)

12/05/1445H (corresponding to 26/11/2023G)

12/05/1445H (corresponding to 26/11/2023G)

16/05/1445H (corresponding to 30/11/2023G)

One hour after the expiry of the period specified for Taiba’s
first inquorate meeting.

16/05/1445H (corresponding to 30/11/2023G)

One hour after the expiry of the period specified for Dur’s
first inquorate meeting.

19/05/1445H (corresponding to 03/12/2023G)

19/05/1445H (corresponding to 03/12/2023G)

2. Actions required in the event that the first and second EGM were inquorate

The CMA’s approval to convene Taiba’s or Dur’s Transaction EGM (third
meeting).

Publication of the invitation to Taiba’s or Dur’s Transaction EGM (third
meeting) on the Saudi Exchange (Tadawul) website.

The start of the electronic voting period for Taiba’s or Dur’s Transaction
EGM (third meeting) on the Saudi Exchange (Tadawul) website.

Taiba’s or Dur’s Transaction EGM (third meeting) — which will be valid
irrespective of the number of shares represented at the meeting.

Table of Contents

23/05/1445H (corresponding to 07/12/2023G)

26/05/1445H (corresponding to 10/12/2023G)

12/06/1445H (corresponding to 25/12/2023G)

18/06/1445H (corresponding to 31/12/2023G)
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Announcing the Acquisition Resolutions passed at Taiba’s or Dur’s
Transaction EGM (third meeting) on the Saudi Exchange (Tadawul)
website

19/06/1445H (corresponding to 01/01/2024G)

3. Transaction Completion and Complementary Steps

Transaction Completion

Suspension of trading of Dur shares

Delisting Dur’s shares from the Saudi Exchange (Tadawul)

Listing the Consideration Shares on the Saudi Exchange (Tadawul) and
allocating such shares to the respective shareholders of Dur who are
registered in Dur’s shareholders register at the end of the second trading
period following the date of Transaction Completion.

Amendment of Taiba’s commercial register and submitting the amended
bylaws to the Ministry of Commerce.

Table of Contents

16/05/1445H (corresponding 30/11/2023G) (if approval
is obtained in the first or second meeting of Taiba’s
Transaction EGM and Dur’s Transaction EGM).

18/06/1445H (corresponding 31/12/2023G) (if approval is
obtained in the third meeting of Taiba’s Transaction EGM
and Dur’s Transaction EGM, as the case may be).

The first trading period following the date of Transaction
Completion, which is expected to occur on:

19/05/1445H (corresponding to 03/12/2023G) (If approval
is obtained in the first or second meeting of Taiba’s
Transaction EGM and Dur’s Transaction EGM).

19/06/1445H (corresponding to 01/01/2024) (if approval is
obtained in the third meeting of Taiba’s Transaction EGM
and Dur’s Transaction EGM, as the case may be).

Within a period not less than the third trading period and
not exceeding the sixth trading period after the date of
Transaction Completion.

Within a period of not less than the third trading period
and not exceeding the sixth trading period after the date of
Transaction Completion.

Within thirty (30) days from the Transaction Completion,
which is expected to occur on:

18/06/1445H (corresponding to 31/12/2023G) (if approval
is obtained in the first or second meeting of Taiba’s
Transaction EGM and Dur’s Transaction EGM).
18/07/1445H (corresponding 30/01/2024G) (if approval is
obtained in the third meeting of Taiba’s Transaction EGM
and Dur’s Transaction EGM, as the case may be).
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Definitions and Terms

The following definitions apply throughout this Circular, unless the context requires otherwise:

Implementation
Agreement

Transaction
Completion

Extraordinary
General Assembly
(EGM)

Consideration Shares

Firm Intention
Announcement

Affiliate

Shareholder Circular

Dur Board’s Circular

Dur’s Transaction
EGM

Taiba’s Transaction
EGM

Material Adverse
Event

Table of Contents

The binding Implementation Agreement dated 17/09/1444H (corresponding to 08/04/2023G) concluded between
Taiba and Dur setting out the terms and conditions of, and the parties’ rights and obligations in connection with,
the Transaction.

After approval of the Transaction EGM is issued for both Taiba and Dur.

An extraordinary general assembly meeting of the shareholders of the relevant Company convened in accordance
with the provisions of the bylaws of the relevant Company.

The new Taiba shares to be issued to eligible Dur Shareholders pursuant to the Transaction amounting to one
hundred million (100,000,000) ordinary shares with a nominal value of SAR (10) per share.

The announcement published by Taiba on the Saudi Exchange’s (Tadawul) website on 18/09/1444H (corresponding
to 09/04/2023G) regarding its firm intention to place an offer of acquisition of all Dur’s shares through a securities
exchange transaction in accordance with Article (17) (e) of the Merger and Acquisition Regulations.

A person who controls another person or is controlled by such other person, or who is under common control with
that person by a third person. In any of the preceding, control could be direct or indirect.

This Shareholders’ Circular issued by Taiba in line with the requirements of Article 75 of the ROSCOs.

The circular issued by Dur’s board, to Dur’s shareholders, pursuant to Article (39) of MARs in response to
Taiba’s offer relating to the Transaction which provides the views of Dur’s board of directors on the offer to Dur
shareholders, and Taiba’s plans for Dur and its employees.

The extraordinary general assembly meeting of Dur convened for the purpose of the Acquisition Resolutions.

The extraordinary general assembly meeting of Taiba convened for the purpose of the Acquisition Resolutions.

Means, pursuant to the definition agreed upon in the Implementation Agreement, any event, occurrence or change
in circumstances which individually, or when aggregated with all such other events, occurrences or changes, has
or could reasonably be expected to have a material adverse effect on the business, assets, liabilities, financial
position, profitability or prospects of either of the Dur Group or the Taiba Group (in each case taken as a whole)
or on the Transaction or its implementation, provided that the following shall not be considered in determining
whether a Material Adverse Event has occurred:

a) Any deterioration of the economic, political or market conditions or securities, credit, financial or other
capital markets conditions in the financial services industry globally, in the Middle East, in the KSA or in
general except to the extent that such effect adversely affects either company in a materially disproportionate
manner compared to other businesses in the industry in which the group of both companies operates (as the
case may be).

b) Any change, event or development to the extent solely resulting from the execution and delivery of the
Implementation Agreement or the public announcement, pendency or consummation of the Transaction or
any of the other transactions contemplated by the Implementation Agreement, including the impact of such
changes or developments on the relationships, contractual or otherwise, of either company’s group (as the
case may be) with employees, clients, suppliers or partners;

¢) Any change, event or development to the extent resulting from any failure of either company (as the case
may be) to meet any internal or published projections, forecasts, estimates or predictions in respect of
revenues, earnings or other financial or operating metrics for any period (it being understood that the facts
and circumstances giving rise to such failure may be deemed to constitute, and may be taken into account
in determining whether there has been, a Material Adverse Event if such facts and circumstances are not
otherwise described in paragraphs (a) or (d) through (h) of this definition);

d) Any change, in and of itself, in the market price, credit rating (with respect to either company or its securities,
if any) or trading volume of their shares (it being understood that the facts and circumstances giving rise to
such change may be deemed to constitute, and may be taken into account in determining whether there has
been, a Material Adverse Event if such facts and circumstances are not otherwise described in paragraphs (a),
(c) or (e) through (h) of this definition);

e) Any change or proposed change, after the Implementation Agreement, in the applicable laws except where
the change in applicable laws has an adverse effect on the group of the two companies (as the case may be)
in a materially disproportionate manner compared to each other or to other businesses (as the case may be) in
the industry in which the two companies operate;
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f) Geopolitical conditions, the outbreak or escalation of hostilities, any acts of war, sabotage or terrorism, or any
escalation or worsening of any such acts of war, sabotage or terrorism threatened or underway as of the date
of the Implementation Agreement, except to the extent that such change, event or development affects the
two companies group (as the case may be), in a materially disproportionate manner compared to each other
or other businesses in the industry in which the two Companies (as the case may be), operates;

g) Any flood, earthquake, the outbreak or escalation of pandemics, or other natural disaster, except to the extent
that such events affect the two companies’ groups (as the case may be), in a materially disproportionate
manner compared to each other or other businesses in the industry in which the Companies, (as the case may
be), operate; or

h) Any change, event or development to the extent resulting from any action by the two companies groups (as
the case may be), that is expressly required to be taken in connection with the Transaction.

Any country or jurisdiction where the offer of, or distribution or publication of this Circular or any other
documents related to, the Consideration Shares would violate the laws of, or regulations applicable to, that
country or jurisdiction.

Saudi Arabian Riyals, the official currency of KSA.

The proposed increase in the capital of Taiba from one billion six hundred four million five hundred seventy four
thousand eight hundred thirty (1,604,574,830) Saudi Riyals to two billion, six hundred four million five hundred
seventy-four thousand eight hundred thirty (2,604,574,830) Saudi Riyals and the increase in the number of its
shares from one hundred sixty million four hundred fifty-seven thousand four hundred eighty-three (160,457,483)
ordinary shares to two hundred sixty million four hundred fifty-seven thousand four hundred eighty-three
(260,457,483) ordinary shares, which represents an increase of (62.32%) for the current capital of Taiba.

Last trading price for the shares, according to the mechanism set by Saudi Exchange (Tadawul).

An initiative by the government that aims to increase the local participation in private sector jobs, and it is
supervised by the Ministry of Human Resources and Social Development.

The Saudi Stock Exchange (Tadawul), which is the market in which securities are traded in the Kingdom and
is managed and operated by the Saudi Exchange Company and regulated by the Capital Market Authority. It
also means, depending on the context, Saudi Exchange Company, a wholly owned subsidiary of Saudi Tadawul
Holding Group, which is responsible for operating the market.

For the purpose of the Merger and Acquisition Regulations; the ability to influence the actions or decisions of
another person, whether directly or indirectly (excluding indirect ownership of shares through swap arrangements
or through an investment fund whose unit owner have no discretion in its investment decisions), individually or
collectively with a person or persons acting in concert, through holding (directly or indirectly) 30% or more of
the voting rights in a company. Moreover, “controller” shall be construed accordingly.

For other purposes: the ability to influence the actions or decisions of another person through, whether directly
or indirectly, alone or with a relative or affiliate (a) holding 30% or more of the voting rights in a company, or (b)
having the right to appoint 30% or more of the members of the governing body; “controller” shall be construed
accordingly.

In relation to Taiba or Dur, as applicable, any other company which it controls.

Dur Hospitality Company, a Saudi listed joint stock company having its head office based in Riyadh, KSA,
registered in the Commercial Register under No. (1010010726) dated 06/01/1397H (corresponding to
27/12/1976G) and its share capital is one billion (1,000,000,000) Saudi Riyals.

Taiba and Dur.

Taiba’s acquisition of all Dur shares in accordance with Article (26) of the MARs in return for issuing the
Consideration Shares to Dur’s Shareholders by increasing Taiba’s capital from one billion, six hundred four
million, five hundred seventy-four thousand, eight hundred thirty (1,604,574,830) Saudi Riyals to two billion,
six hundred four million, five hundred seventy-four thousand, eight hundred thirty (2,604,574,830) Saudi Riyals.

A tax imposed on all real estate transactions by sale, with some exceptions and provisions, which is in effect at a
rate of (5%) five percent.

An indirect tax imposed on all goods and services that are bought and sold, with some exceptions and provisions,
which is in effect at a rate of (15%) fifteen percent.
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Means for the purposes of the ROSCOs as follows:

1) Affiliates of, except for the companies fully owned by, the issuer;

2) Substantial Shareholders of the issuer;

3) Directors and senior executives of the issuer;

4) Directors of affiliates of the issuer;

5) Directors and senior executives of substantial shareholders of the issuer;

6) Any relatives of the persons referred to in (1,2,3, or 5) above. Relatives herein mean father, mother, husband,
wife, and children; and

7) Any company or entity controlled by a person referred to in (1,2,3,5, or 6) above.

Means for the purposes of the MARs, a person who (whether or not acting in concert with Taiba or Dur or any
of their subsidiaries) owns or deals directly or indirectly with shares of Taiba or Dur either through a private sale
or purchase transaction or offer, or any person (in excess of its normal interests as a shareholder) has interest or
potential interest - whether personal, financial or commercial - arising from the acquisition or a related party
with both Taiba and Dur. The definition, provided that this does not conflict with the general application of this
definition, includes, but is not limited to, the following:

1) Any person(s) who has provided financial assistance (except what the bank does in the context of usual
operation) to Taiba or Dur.

2) The board members of Taiba and Dur (or any of their subsidiaries).
3) Any person owning 20% of Taiba and Dur (whether individually or by acting in concert with others);

4) Substantial Shareholders in Taiba who at the same time are board members in Dur, or vice versa.

Taiba Investments Company, a listed joint stock company in the Kingdom of Saudi Arabia headquartered in
Madinah, registered under the Commercial Registration No. 4650012403 dated 10/04/1409H and has a share
capital of one billion, six hundred four million, five hundred seventy-four thousand, eight hundred thirty
(1,604,574,830) Saudi riyals.

The offer from Taiba to Dur Shareholders for the purpose of acquisition of all Dur’s shares in exchange of
Consideration Shares to be issued to Dur Shareholders in Taiba pursuant to Article (26) of the MARs.

Resolutions in relation to the Transaction, which will be presented to Taiba and Dur shareholders, as follows:

With respect to Taiba: approval of acquisition of all Dur’s shares through Taiba’s issuance of one hundred
million (100,000,000) shares; one (1) share in Taiba for each share in Dur according to the terms and conditions
of the Implementation Agreement, including approval of the following matters related to the Transaction:

a) Approval of the provisions of the Implementation Agreement entered between Taiba and Dur dated
17/09/1444H (corresponding to 08/04/2023G).

b) Approval of the increase of Taiba’s capital from one billion, six hundred four million, five hundred seventy-
four thousand, eight hundred thirty (1,604,574,830) Saudi Riyals to two billion, six hundred four million,
five hundred seventy-four thousand, eight hundred thirty (2,604,574,830) Saudi Riyals according to terms
and conditions of the Implementation Agreement; this increase shall be effective on the date of Transaction
Completion as per the Companies Law and the Implementation Agreement.

c) Approval of the proposed amendments to Taiba’s bylaws in the form set out in Annex (1) of this Circular,
with effect from the Date of Transaction Completion.

d) The authorization of Taiba’s Board of Directors, or any person authorized by the Board of Directors, to adopt
any resolution or take any action as may be necessary to implement any of the above resolutions.

With respect to Dur: approval of the offer presented by Taiba to Dur’s shareholders to acquire all Dur’s shares
in consideration of issuance of one hundred million (100,000,000) shares in Taiba for Dur’s shareholders and as
a result, Dur will become an unlisted joint stock company wholly owned by Taiba according to the relevant legal
requirements and the terms and conditions of the Implementation Agreement including approval of the following
matters related to the Transaction:

a) Approval of the provisions of the Implementation Agreement entered between Taiba and Dur dated
17/09/1444H (corresponding to 08/04/2023G).

b) The authorization of Dur’s Board of Directors, or any person authorized by the Board of Directors, to adopt
any resolution or take any action as may be necessary to implement any of the above resolutions.

Husband, wife and minor children.

The Listing Rules issued by the Board of the Capital Market Authority pursuant to Resolution No. (3-123-2017)
dated 09/04/1439H (corresponding to 27/12/2017G) and recently amended by the CMA Board Resolution No.
(1-108-2022) dated 23/03/1444H (corresponding to 19/10/2022G).

The Rules on the Offer of Securities and Continuing Obligations issued by the board of CMA pursuant to its
resolution No. (3-123-2017) dated 09/04/1439H (corresponding to 27/12/2017G) as amended by the board of
CMA pursuant to its resolution No. (8-5-2023), dated 25/06/1444H (corresponding to 18/01/2023G).


https://www.taiba.com.sa/
https://www.taiba.com.sa/

4 | Shareholder Circular
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The Merger and Acquisition Regulations issued by the board of CMA pursuant to its resolution No. (1-50-
2007), dated 21/09/1428H (corresponding to 3/10/2007G), amended by Resolution No. (08-05-2023), dated
25/06/1444H (corresponding to 18/01/2023G).

The non-binding memorandum of understanding entered into between Taiba and Dur dated 23/05/1444H
(corresponding to 17/12/2022G) in relation to the Transaction.

A shareholder owning five percent (5%) or more of the shares in Taiba or Dur, as the case may be.

J. P. Morgan Saudi Arabia.

The audited financial statements of Taiba or Dur, as applicable, for the financial years ended 31 December 2020G,
2021G, and 2022G.

The document prepared by Taiba pursuant to Article (38) of the Merger and Acquisition Regulations in relation to
the Offer made by Taiba to Dur’s Shareholders

International Financial Reporting Standards adopted in the Kingdom of Saudi Arabia and other standards and
versions issued by the Saudi Organization for Chartered and Professional Accountants..

It is the basis on which the number of Consideration Shares owed to Dur shareholders will be determined in
relation to the Transaction, which will result in one Taiba share for every Dur Share owned by such shareholders.

Kingdom of Saudi Arabia.

The Saudi Arabian Companies Law issued pursuant to Royal Decree No. M/132 dated 01/12/1443H (corresponding
to 30 June 2022G).

Labor Law issued by Royal Decree No. (M/51) dated 23/08/1426H (corresponding to 27/09/2005G) and its
amendments.

The Ministry of Tourism of Saudi Arabia.

The Capital Market Authority of Saudi Arabia.

The Ministry of Municipal and Rural Affairs and Housing of Saudi Arabia.

The Ministry of Human Resources and Social Development in Saudi Arabia.

The Zakat, Tax and Customs Authority of Saudi Arabia

The General Authority for Competition of Saudi Arabia.

The Ministry of Commerce of Saudi Arabia

Saudi Organization for Chartered and Professional Accountants in the Kingdom of Saudi Arabia (SOCPA)
(formerly named the Saudi Organization for Certified Public Accountants).

For the purposes of the Rules on the Offer of Securities and Continuing Obligations, actively co-operating,
pursuant to an agreement or understanding (whether formal or informal) between persons, to acquire interest in
or exercise voting right in the shares or in the convertible debt instruments of Taiba.

For the purposes of other regulations, it means, at the sole discretion of the CMA, actively cooperating, pursuant
to an agreement (whether binding or non-binding) or an understanding (whether formal or informal) between
persons, to be controllers (whether directly or indirectly, excluding indirect ownership of shares through swap
agreements or through an investment fund whose unit owner have no discretion in its investment decisions)
of a company, through the acquisition by any of them (through direct or indirect ownership) of voting shares
in that company. Moreover, “concert parties” shall be construed accordingly. Without prejudice to the general
application of this definition, the following persons, shall be presumed to be acting in concert with other persons
of the same class unless the contrary is established, including but not be limited to:

1) Members of the same group;
2) aperson’s relatives;

3) Person(s) who provided financial assistance to the offer or (Taiba) or its group members (other than a bank
in the ordinary course of business) in order to purchase shares that carry voting rights or convertible debt
instruments

Any day, other than a Friday, Saturday or a public holiday in KSA.
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Risk Factors

In deciding whether to vote for or against the Acquisition Resolutions, Taiba Shareholders should carefully read the risk factors
contained in this Section, in addition to all the other sections of this Circular and the information set out herein. The risks defined
below do not include all the risks related to the Transaction. Additional risks, other than those provided herein, not presently known to
Taiba board, or which Taiba board currently considers to be immaterial as on the date of this Circular, may also have an adverse effect
on the Transaction or Dur.

The risk factors below focus on the risk factors related to the Transaction, the issuance of new shares and those related to Dur and
the sector where it operates. The directors of Taiba further acknowledge that, to the best of their knowledge and belief, there are no
material risks other than those mentioned in this section relating to the Transaction and the issuance of new shares and Dur and which
non-disclosure materially affects the shareholders’ decisions to vote on the Acquisition Resolutions.

Based on the above, the risk factors below do not include the risk factors related to Taiba before or after the Transaction or other factors
that may affect Taiba, sector or market away from the Transaction. If the risks outlined in this Section materialize, they will negatively
impact the ability to achieve the expected benefits of the Transaction. They will also have an adverse effect on the operations, financial
position, results, cash flows, future prospects, and share profitability of Taiba, which will fully own Dur, following the Transaction
Completion. If any risks other than those mentioned below materialize (either because Taiba’s Board of Directors does not know about
them or does not consider them material at the time) this may have an adverse effect on the potential to achieve the expected benefits
of the Transaction and may also have an adverse effect on Taiba’s activity, financial position, results, cash flows, future prospects and
profitability of shares following the Transaction Completion.

The risk factors below relating to Dur are based on the information submitted by Dur to Taiba. Neither Taiba directors, management,
employees, or advisers have verified the accuracy and adequacy of such information independently. Therefore, the risk factors outlined
below will not include any factors related to matters or information that are not provided by Dur to Taiba and shall not be read as
inclusive of all potential risks related to Dur and the sector where it operates.

Any Taiba Shareholder in doubt about the content of this Circular, or in relation to the Transaction or the voting in favor of or against
the Acquisition Resolutions, should consult an independent financial adviser authorized by the CMA.

The order in which the risks are listed under this Section below is not intended to reflect their significance, likely occurrence, or
expected impact.

1.1 Risks related to the Transaction and issuance of New Shares
1.1.1 Risks related to the Impact of Transaction Announcement on the Companies’
Business

On 03/11/1442H (corresponding to 13/06/2021G), Taiba and Dur announced start of the initial discussions for the merger of both
companies, based on which the two companies decided to start the necessary professional due diligence studies and negotiate the
merger and exchange the information. On 10/08/1443H (corresponding to 13/03/2022G), the two companies announced the termination
of the initial discussions. On 24/05/1444H (corresponding to 18/12/2022G), Taiba and Dur announced that they have returned to
the discussion table to consider a potential transaction. The two companies signed a non-binding memorandum of understanding
on 23/05/1444G (corresponding to 17/12/2022G) on a potential securities exchange transaction. On 18/09/1444H (corresponding
to 09/04/2023G), Taiba made an announcement confirming the signing of the Implementation Agreement and its firm intention to
proceed with the Transaction and making an offer to Dur’s shareholders in this respect.

These announcements may have or may have had (whether or not the Transaction is completed) an effect on the business and share
prices of Taiba and Dur for several reasons, including, but not limited to, the shift of management’s focus in Taiba and Dur from
management of the two companies’ business to the Transaction Completion and the potential negative impact on the Companies’
operations or services provided to customers, the service level or authorized the ability of Taiba and Dur to retain key employees and
managers or to hire new employees and managers who develop concerns about instability or fear of job loss after the Transaction
Completion. It may also affect the Companies’ relationships with their contractors due to their expectations relating to the Transaction
and how it will impact their existing business with the Companies, as well as the proliferation of rumors and expectations among
investors and speculators in relation to the Transaction and the speculation of shares or other factors.

Therefore, if the Companies are unable to deal with these matters effectively, this would lead to an adverse impact on the business,
financial position, results of operations, and future prospects of the Companies and the profitability of Taiba’s shares after the
Transaction Completion.
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1.1.2 Risks related to satisfying the Transaction Conditions

The Transaction is conditional on a number of conditions as summarized under Section (5.2.2) (“Approvals Required for Transaction
Completion”) and Section (5.2.5.1) (“Implementation Agreement Terms and Conditions™). Failure to satisfy any of the conditions
or the delay in satisfying such conditions will result in the Transaction not being completed or being delayed. The most important
condition which has not yet been satisfied is obtaining approval of the Companies’ EGMs, and the other material terms and conditions
of the Implementation Agreement which the Companies shall comply with until the date of Transaction Completion, as summarized
under Section(5.2.5) (“Summary of the Implementation Agreement”), including not breaching any of the warranties provided or the
restrictions on business conduct and other conditions set out in the said section.

Any delay in the Transaction Completion due to a failure of satisfying the Transaction’s conditions may diminish and/or delay the
anticipated benefits or may result in additional transaction costs or other unexpected losses associated with the delay of the Transaction.
This would have an adverse effect on the business, financial position, results of operations, and future prospects of the Companies and
on Taiba’s profitability of shares after Transaction Completion.

1.1.3 Risks related to non-realizing the benefits anticipated from the Transaction

One of the main objectives of Transaction Completion by Taiba is to realize several benefits. For more details about the Transaction
Rationale please refer to Section (3.2) (“Transaction Rationale”). The ability of the Companies to realize these benefits, in the event
of Transaction Completion, depends on several factors, including, but not limited to, obtaining the approvals required to carry out
any necessary actions to realize the benefits of the Transaction and to avoid any delays or difficulties related to realizing them. It
also depends on overcoming difficulties in implementing cost-saving plans wholly or partially. Realization of such benefits depends
on other factors beyond the control of the Companies including unforeseeable events such as major changes in the regulatory or
operational environment where both Taiba and Dur operate, changes in real estate market and sector, commercial, political, and
economic situation in general in the KSA and the ability of Taiba to motivate and retain employees after the Transaction Completion.
Therefore, Taiba may not be able, after the Transaction Completion, to realize anticipated financial benefits and growth opportunities
or the timing of this realization may be affected.

In addition to the above, the projected benefits and savings from the Transaction are based on preliminary estimates at a date prior to
this Circular. Such estimates shall not be updated before the Transaction EGM. Consequently, the projected benefits and savings may
not be realized due to the change in the bases and assumptions giving rise to, or the inaccuracy of, the preliminary estimates. Taiba, its
directors, executive management or any other person shall not accept any responsibility for the results arising from such preliminary
estimates. There is no intention to update the projected benefits and savings of the Transaction or other future projections in this
Circular unless this is required under the relevant laws and regulations.

If the projected benefits of the Transaction are not realized in such period, at such value or in such manner as projected, or are not
realized at all, this would lead to an adverse effect on the Companies’ business, financial position, results of operations, and future
prospects and the profitability of Taiba shares following the Transaction Completion.

11.4 Risks related to Integration of the Companies after the Transaction

Successful Transaction Completion and achievement of the desired benefits require successful operational integration between the
Companies after the Transaction Completion. This will require a clear process and qualified teams to ensure smooth integration
between all the human and financial elements of the Companies. The integration of Companies’ business and achieving operational
integration in different procedures, processes, programs, etc., require several actions and concerted efforts which may not be possible
given the difference in work process and methods applied by the Companies and the possibility that all the proactive plans related to
integration are not complete or that a final plan has not been developed in this regard in addition to other factors.

If Taiba is unable to deal with the business integration and management processes effectively, Taiba’s business and productivity may
be affected after the Transaction Completion which would lead to failure to achieve the projected benefits and would affect Taiba’s
business, profits, costs, net income, assets and liabilities, future expectations and the consolidated financial results and operation
results after the Transaction Completion.

1.1.5 Risks relating to the Transaction Costs

Both Taiba and Dur will incur fixed and unrecoverable costs in relation to the Transaction. Taiba’s costs related to the Transaction are
estimated at about SAR 24 million. These expenses include the fees of the Financial Advisor, the Legal Advisor, the Financial Due
Diligence Advisor, the Market Adviser, and other advisors, in addition to the fees due to government entities, marketing expenses,
printing and distribution costs and other costs related to the Transaction. These costs do not include internal costs in relation to
overtime or internal administrative costs. Accordingly, if the Transaction is not completed, Taiba will incur some or all of these costs
without return, which may affect Taiba’s financial results.

In addition to these costs, Taiba expects to incur one-time costs in the event of the Transaction Completion, in order to be able to
consolidate the companies’ businesses and achieve the desired benefits from the Transaction. These costs may be high and substantial,
resulting in a decrease in the benefits expected from the Transaction. This will, in turn, have an adverse effect on the companies’
business and financial position, results of their operations and future forecasts, as well as the profitability of Taiba‘s shares after the
Transaction Completion.
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1.1.6 Risks related to the Transaction Exchange Ratio

Taiba will issue the Consideration Shares to Dur‘s shareholders, in the event of the Transaction Completion, based on a fixed Exchange
Ratio of one (1) Taiba share per every one (1) share they held in Dur. The Exchange Ratio was determined based on a set of principles,
forecasts and assumptions in a period of time prior to this Circular, which includes - but not limited to - the price of the companies’
shares, their financial information, valuation of the companies, financial forecasts and assumptions about the companies’ performance
and plans after the Transaction Completion, the benefits expected from the Transactions and other factors and assumptions, at
discretion of the management of companies in consultation with their financial advisors. The Exchange Ratio was determined on the
assumption that all the information relied upon by the management of the companies is correct and accurate and on the basis that the
relevant assumptions are met within the expected period and method. For more details on the Exchange Ratio, please see Section (3-8)
(“Valuation of Dur”).

The correctness and fairness of the Exchange Ratio depend on various factors and assumptions which cannot be predicted accurately
or with certainty, and some of them may be beyond the control of Taiba, now or in the future. In case any information, assumptions,
and forecasts which were relied upon in determination of the Exchange Ratio are incorrect or incomplete, or if any other unexpected
factors occur, including a change in the financial position of either company, or material information about Dur was not obtained by
Taiba during professional due diligence studies, or there is a significant change between the share price of the companies during the
period between determining the Exchange Ratio until the Transaction Completion (as a result of market price fluctuations, or how the
business of the companies is managed, or the Transaction Completion is delayed for any reason, or due to a change in the operational
performance of the companies), or in case political or economic or regulatory changes occur and such other reasons which might affect
the business of the companies and the price of their shares; this may result in a material effect on the valuation of the companies.
This may mean that the agreed Exchange Ratio may not reflect the fair value of the companies at the Transaction EGM or upon the
Transaction Completion.

11.7 Risks related to the Financial Advisor’s independent advice

On 15/09/1444H (corresponding to 06/04/2023G), Taiba’s board obtained independent advice from Taiba’s Financial Advisor (J.P.
Morgan Saudi Arabia) regarding the financial fairness of the Exchange Ratio for Taiba as on the opinion submission date, based on
the factors, assumptions and limitations described in the opinion (for further information about the opinion submitted, please see the
opinion which is attached in Appendix (2) to this Circular). Taiba has not obtained updated advice from the Financial Advisor since
the date of the Implementation Agreement, and does not intend to do so. The factors and assumptions on which the opinion was
based, as on the submission date thereof, are subject to change. As such, there is no guarantee that the Financial Advisor will have
the same opinion regarding the fairness of the Exchange Ratio on the date of Transaction EGM or upon the Transaction Completion.
Accordingly, the shareholder must take this risk and possibility into consideration upon making his investment decision regarding the
Transaction.

1.1.8 Risks related to forward-looking statements

This Circular contains certain forward-looking statements. Such forward-looking statements can be identified by the fact that they
do not relate only to historical or current facts. Forward-looking statements often use words such as anticipate”, “target”, “expect”,
“estimate”, “intend”, ’plan”, ”will”, “’believe”, “aim”, “may”, “would”, ”could” or ”should” or other words of similar meaning or the
negative thereof. These statements and disclosures include, but are not limited to, known and unknown risks and some uncertainties
that might affect the results of Dur, Taiba, or the Transaction, and statements related to the financial position of Taiba and Dur, their
business strategy, future plans and objectives, expected benefits of the Transaction, other future events, and other information and
statements.

Future events are not actually foreseeable and may differ from what is found in this circular, as the performance of Taiba and Dur
(including after the Transaction) and their ability to develop, work and achieve their goals and strategies determine their actual results,
which Taiba cannot know, and may relate to matters beyond Taiba’s control. The inaccuracy of these future forecasts is one of the risks
that shareholders and investors should consider, and shareholders should read these expectations and statements in light of this and not
rely on them. If the actual results of Taiba or Dur (including after the Transaction) and future events differ from these expectations and
statements, this may adversely affect the business of the two companies, their financial position, the results of their operations, their
future expectations, and the profitability of Taiba shares after the Transaction Completion.

1.1.9 Risks related to relying on information not included in this Circular

Some media outlets may cover financial and economic information and analysis regarding Taiba, Dur and the Transaction, which may
not include many relevant information and risks contained in this Circular. Shareholders should not rely on such sources. These or
other sources may make statements that are not directly attributable, or which might be inaccurately attributed to Taiba’s directors,
officers, or employees, or they may include incorrect reports on statements made or might be made by Taiba’s directors, officers or
employees. These sources may include misleading statements due to omission of information provided by Taiba, or its directors,
officers, or employees. Taiba’s Board has not authorized any person to provide information or statements on behalf of Taiba, except
as disclosed in this Circular. Taiba’s directors, officers, employees, or advisors shall assume no responsibility for the accuracy and
completeness of any information or statements issued by third parties.

Therefore, shareholders should rely only on the information contained in this circular upon making any decision regarding voting on
the Acquisition Resolutions. In case of any doubt about the Transaction, shareholders must obtain special advice from an independent
financial advisor licensed by the CMA.
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1.1.10 Risks related to employees and the impact of the Transaction on them

The post-Transaction success of Taiba largely depends on its ability to attract and retain highly qualified employees in the company’s
various departments, in light of the high competition and demand for these employees. Taiba cannot guarantee its ability to retain the
current key employees working for Taiba and Dur, especially those on whom the companies rely in defining and implementing their
strategies and managing their business, since the retention of such employees is subject to a number of factors such as the prevailing
conditions in the market and the value of compensation and bonuses offered by competing companies to these employees. A large
number of employees may unexpectedly leave their positions and at close intervals as a result of the Transaction. This may cause
various risks. Most importantly, Taiba or Dur’s business may be disrupted or delayed, or they may be required to make significant
end-of-service payments, bonuses and cash in lieu of deferred vacations. This may have an adverse effect on their cash flow. The
companies may have to incur additional costs after the Transaction Completion in order to attract other employees. The delay in
attracting replacement employees may affect their business, which will have a material adverse effect on the business of Taiba, its
financial position, results of operations and future expectations.

111 Risks related to Dur’s disclosure of all material information during
professional due diligence

In the course of negotiations on the Transaction, and for the purpose of determining the Exchange Ratio and evaluating the legal,
financial and commercial aspects of the Transaction, Taiba and its advisors conducted professional legal, financial and tax studies
about Dur and some of its subsidiaries, which Taiba considered to be substantial subsidiaries. Taiba conducted negotiations and
agreed on the Exchange Ratio based on the due diligence and based on the expected benefits (please see Section 3.2 (“Transaction
Rationale”) for further details) and other matters (please see Section 3.8) (“Valuation of Dur”) for more details on the valuation).

There could be operational, legal, or financial risks related to Dur’s business, assets, or liabilities that Dur has not disclosed; the
information disclosed might be inaccurate or not up to date; or there might be risks which were not identified, anticipated, or considered
by Taiba or its advisors during the professional due diligence studies. Taiba cannot anticipate the same or assess its significance and
the consequences of its occurrence on the date of this circular. In addition, there might be material information and risks related to Dur
subsidiaries which Taiba has not conducted any professional due diligence on.

Accordingly, if those risks or information, which might not have been disclosed or which might not have been checked by Taiba,
materialize, then an adverse and material effect may be caused on the business of Dur and Taiba, their financial position and results after
the Transaction Completion. Accordingly, the shareholders must take this into account when evaluating and voting on the Transaction.

1.1.12 Risks related to tax and Zakat dues arising from the Transaction

Tax or zakat obligations might be incurred by Taiba’s shareholders as a result of the Transaction, taking into account any tax or zakat
exceptions or exemptions. The obligations to which the companies or their shareholders may be subject to might include disclosing the
Transaction to the relevant tax and zakat authorities inside or outside the KSA, or the payment of any tax or zakat obligations which
may arise as a result of the Transaction. Due to the change of zakat and tax laws from time to time, Taiba’s shareholders may, after
the Transaction Completion, be exposed to an increase in zakat and taxes imposed on them due to the promulgation of new zakat or
tax laws, the amendment of existing laws and regulations or zakat and tax practices or interpretations announced or unannounced by
ZATCA or the competent tax authorities outside the KSA. In case shareholders have any doubts regarding tax and zakat risks, they
must consult a tax advisor licensed by the relevant authorities.

1113  Risks related to post-Completion goodwill impairment

The accounting procedures of the Transaction will be subject to the business combination requirements in accordance with IFRS3, so
that Taiba is considered to be an acquirer and Dur is an acquiree. Under these accounting requirements, the acquirer (i.e. Taiba) shall
evaluate the assets and liabilities of Dur at a fair value, as on the date of Transaction Completion, and calculate the difference between
the fair value and any acquired intangible assets resulting from the purchase price allocation and adjustments to the non-controlling
interests, if any, and the purchase amount as goodwill or gains arising from the Transaction (referred to as the purchase price allocation).

Taiba will have a period of twelve months after the Transaction Completion to finalize the purchase price allocation in accordance
with IFRS3.

The purchase amount will represent the Consideration Shares that will be due to Dur’s sharcholders based on the closing price of
Taiba’s share as on the last trading day preceding the date of Transaction Completion. Accordingly, in case there is a material change
to Taiba’s share price by the date of Transaction Completion, this may have an impact on the calculation of the value of goodwill
compared to its value based on Taiba’s share price as on the publication date of this circular, i.e. the value of goodwill will substantially
increase if there is a substantial increase in Taiba’s share price (taking into consideration the purchase price allocation).

If the purchase allocation process results in a goodwill value, such value might be impaired at any time in the future if the expected cash
flows (permanently) — after deducting the capital cost — are less than the total assets and operating liabilities for each cash-generating
unit. If this occurs, it will affect the financial position of Taiba as well as its share price.
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11.14 Risks related to the current and past trading patterns of Taiba’s shares and
trading depending on the past performance of Taiba’s or Dur’s shares

The past performance of the shares of Taiba and Dur is independent and differs from the post-Completion share performance (and may
not be similar to it). It should also be noted that the post-Completion shareholder base of Taiba will differ from its pre-Completion
shareholder base. This will result in a difference in the trading patterns of shares compared to the pre-Completion trading patterns.
Accordingly, the post-Completion performance of Taiba’s share may not be similar to the past performance or the performance of
Dur’s share and such performance cannot be anticipated. This may affect the share price and the value of shareholders’ investment.

1.1.15 Risks related to the decrease in Taiba’s share price as a result of the
Transaction

In addition to the fluctuations or decrease in the price for reasons other than the Transaction, Taiba’s share price may decrease after
the Transaction Completion for several reasons related to the Transaction, including — but not limited to — the failure on the part of
Taiba to achieve the expected benefits of the Transaction during the period or to the extent expected by investors, financial analysts,
or Taiba’s Board, or the fact that the post-Completion financial impact of the Transaction on Taiba may not match the forecasts of
investors, financial analysts, or Taiba’s Board, or other factors. There is no guarantee that Taiba’s shares will increase as a result of the
Transaction. These factors may have an adverse effect on the post-Completion trading price of Taiba’s shares, regardless of the actual
performance of Taiba.

1116  Risks related to the fluctuations of Taiba’s share price

The announcement of the Transaction, the investors becoming aware of it, the method of managing the companies and their business,
the delayed Transaction Completion for any reason, a change in share trading patterns by investors due to the Transaction or other
reasons which affect the share price, may increase fluctuation of the share price of Taiba and Dur until the Transaction Completion.
Taiba’s share price at the time when the Transaction is completed may significantly differ from its price at the publication date of this
circular. This will affect the market value of Taiba, and the shareholders’ investments in its shares.

1117 Risks related to selling a large number of shares and issuing new shares

Nothing requires Taiba’s Substantial Shareholders or other shareholders, after the Transaction Completion, to not sell their shares.
Accordingly, the Substantial Shareholders of Taiba or other shareholders may sell a large number of shares they hold in Taiba after
the Transaction Completion. In case a large number of Taiba shares are sold, or the market perceives that such a sale may happen, this
will constitute a high supply that may not be matched by a similar demand in quantity. The market value of the shares will decrease
as a result.

1118 Risks related to the company’s ability to distribute dividends

The amount of profits to be realized or distributed, (if any), by Taiba, after the Transaction Completion, cannot be determined. Taiba
may not be able to distribute dividends, and the Board may not recommend the payment of dividends or the shareholders may not
agree on the payment for any reason. In addition, there is no guarantee that Taiba’s shareholders can, after the Transaction Completion,
receive or will be entitled to dividends equal to the dividends previously distributed by Taiba or Dur.

The business and revenues of Taiba, its financial position, and its debt ratio after the Transaction Completion may be affected by a
number of factors which are beyond the control of Taiba, including, but not limited to, the operational, financial, and economic factors
and market conditions, which greatly affect Taiba’s profits, revenues, and distributable reserves. In addition, the dividends which might
reach Taiba from Dur after the Transaction Completion may also be impacted by several factors, including operational, financial, and
economic factors, market conditions, restrictions imposed on Dur in accordance with financing agreements and credit facilities, and
other restrictions that may affect Dur’s ability to distribute dividends to Taiba after the Transaction Completion. All these factors may
in turn affect Taiba’s ability to distribute dividends to sharcholders.

The future distribution of dividends will depend on several factors, including, but not limited to, the company’s future profits, financial
position, cash flows, working capital requirements, capital expenditures, distributable reserves, and others. Taiba may incur expenses
or liabilities that would consume some or all of the cash available for dividend distribution. If Taiba fails to pay a dividend, the
shareholders will receive no ROI on shares unless they sell the shares at a price higher than the price at which they bought the share.
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1.2 Risks related to the change in ownership of existing shareholders
and the decrease in voting power and control by Dur shareholders

1.2.1 Risks related to the decrease in the ownership percentage of Taiba’s
shareholders and the subsequent decrease in voting power

Upon the Transaction Completion, Taiba will issue the Consideration Shares to Dur’s Shareholders according to the agreed Exchange
Ratio (which is one (1) share in Taiba for every (1) share they hold in Dur). As a result, the Transaction will lead to a decrease in the
ownership percentage of Taiba’s existing shareholders (without taking into account their shareholding in Dur, if any) to (61.6%) of
Taiba’s share capital after the Transaction Completion, while the ownership percentage of Dur’s shareholders, without taking into
account their shareholding in Taiba (if any) in Taiba after the Transaction Completion will be (38.4%). In addition, the Transaction
will result in the entry of the current non-Saudi shareholders of Dur into the shareholders base of Taiba, and their ownership will reach
(1.92%) of Taiba’s capital after Transaction Completion as of the end of trading on 16/03/1445H (corresponding to 01/10/2023G).

Accordingly, the post-Completion ownership percentage of the current Taiba’s shareholders will be less than their current shareholding,
leading in turn to a decrease in their voting power. This will, in turn, have an adverse effect on their ability to influence decisions
that require the approval of shareholders (including voting on the appointment of directors, approving amendments to the bylaws,
approving substantial transactions and other matters which require the shareholders’ approval). In addition, a decrease in the ownership
percentage will affect their share of the net profits in Taiba after the Transaction Completion.

1.2.2 Risks related to the possible control by Dur’s shareholders over Taiba after
the Transaction Completion

The Transaction will lead to a decrease in the ownership percentage of Taiba’s current shareholders (without taking into account their
shareholding in Dur, if any) to (61.6%) of Taiba’s share capital after the Transaction Completion, while the ownership percentage of
the shareholders of Dur in Taiba (without taking into account their shareholding in Taiba, if any) after the Transaction Completion will
be (38.4%). Accordingly, Dur’s shareholders will collectively own a controlling interest in Taiba (38.4%) (excluding their ownership in
Taiba, if any), which will give them the ability to influence decisions that require the approval of Taiba shareholders (including voting
on the appointment of directors, approving amendments to the bylaws, approving material transactions and other matters requiring
shareholders’ approval).

The Transaction will affect the level of control of substantial shareholders of Taiba in particular. The following table shows the details
of direct ownership in Taiba (prior to and after the Transaction Completion) of Taiba’s Substantial Shareholders and Dur’s Substantial
Shareholders and the impact of the Transaction on the level of control exercised by some of such shareholders (either by decrease or
increase, due to their shareholding in Dur as well).

Pre-Completion Post-Completion
Shareholder
No. of Shares | Shareholding % | No. of Shares | Shareholding %
Assila Investment Company 26,845,269 16.730% 53,989,053 20.729%
Mohammed Ibrahim Mohammed Al-Eissa 11,897,114 7.414% 23,898,563 9.176%
Mohammed Saleh Hamza Serafi 12,837,271 8% 12,837,271 4.929%
Al-Salihat Trading and Contracting Holding Company 10,500,000 6.544% 10,500,000 4.031%
Public Investment Fund 5,484,374 3.418% 22,112,832 8.490%
Total 67,564,028 42.11% 123,337,719 47.36%

As shown above, the ownership of the Public Investment Fund will increase, as it will become a substantial shareholder in Taiba. In
addition, the ownership of Mohammed Saleh Hamza Serafi and Al-Salihat Trading and Contracting Holding Company will be reduced,
and they will no longer be substantial shareholders of Taiba. Whereas, Assila Investment Company, and Mr. Mohammed Ibrahim
Mohammed Al-Eissa will increase their ownership after the Transaction Completion, and they will remain the largest shareholders of
Taiba.

Accordingly, this will affect the ability of these shareholders (namely Assila Investment Company, Mohammed Ibrahim Mohammed
Al-Eissa, and the Public Investment Fund) to influence decisions that require the shareholders’ approval. The interests of these
shareholders may differ from those of other shareholders, and they may direct Taiba’s strategy in a different manner than such manner
as desired by other shareholders. These approaches may affect Taiba’s business, results of operations, financial position, and future
forecasts, and subsequently Taiba’s share price post-Transaction Completion.
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1.3 Legal risks related to Dur

1.3.1 Risks related to handwritten title deeds

In view of Dur’s activities, the assets of Dur and its ownership of these assets are among the most significant factors for it, and for its
business, activities, financial position, and future prospects. Accordingly, everything that affects the rights of Dur and its ownership
of these real estate assets or its ability to dispose of the same will have a material adverse effect on Dur’s business, financial position,
results of operations and future forecasts, and therefore will have an adverse effect on Taiba after the Transaction Completion.

Dur owns the plots of land owned by it as per title deeds issued by the notary public in the KSA. As of 16/03/1445H (corresponding to
01/10/2023G), Dur and its subsidiaries still have six (6) handwritten title deeds (out of 38 title deeds for Dur and its subsidiaries) related
to real estate assets with a book value of approximately (SAR 540,901,822) as of 31 December 2022G (out of SAR 2,322,068,932,
which is the total book value of all Dur’s real estate assets on the same date) and Dur is in the process of converting them into
electronic title deeds. Dur has confirmed there are no disputes over these handwritten title deeds. However, unlike electronic title
deeds, handwritten title deeds may result in more disputes than electronic deeds regarding the ownership and the right to dispose of real
estate assets owned thereunder due to the possible existence of other title deeds or other unknown owners or rights over the property
under other documents not recorded in the title deed and other matters inherent in the nature of property ownership and nature of deeds.
In addition, these deeds are subject to loss, destruction, writing, markings, or other matters that may render them void or unenforceable.
If any of these risks materialize, Dur may lose such assets and their value, which will have a material adverse effect on Dur’s business,
financial position, results of operations and future prospects and thus negatively affect Taiba after the Transaction Completion.

1.3.2 Risks related to legal disputes

As of 16/03/1445H (corresponding to 01/10/2023G), Dur is a party to a number of cases, and for more details please see section (5-4)
(“Lawsuits and claims against Dur”). The total number of lawsuits filed by Dur (as a plaintiff) is (13) cases. The majority of such
cases relates to the collection of rents, the eviction of properties, and the late payment of rents, which are usual matters in the course of
Dur’s business. The total amounts claimed are about (SAR 4,141,891), noting that this amount is approximate since the total amount
of claims under these cases may be higher or lower, as some of these cases do not include a specific financial claim amount. It should
be noted that Dur did not make any financial provision and did not write off or de-recognize any debts in connection thereof.

In addition, Dur has obtained a number of final judgments or order instruments whose execution procedures have not been finalized, as
Dur is still in the process of collecting these amounts. The total amounts due thereunder to Dur are approximately (SAR 66,203,951).
It should be noted that Dur did not make any financial provision for these cases and did not write off or de-recognize any debts in
connection thereof.

Dur confirmed to Taiba — during the due diligence process — that there is no lawsuit or claim (including any pending or threatened
lawsuit) that could have a material effect on the business of Dur and its subsidiaries or its financial position.

Since no provisions are made for the above cases, Dur’s loss of any of these cases or judicial disputes will cause a direct financial loss
to Dur that may affect its financial performance. Dur may also get involved in other judicial disputes, whether with tenants, contracting
parties, or others. Such disputes may relate to substantial amounts. There is no guarantee that the outcome of these disputes will be
determined in favor of Dur. Therefore, Dur’s loss of any material dispute or its failure to make an accurate provision for the disputed
amounts will have a material adverse effect on Dur’s business, financial position, results of operations and future prospects. This will
have an adverse effect on Taiba after the Transaction Completion.

1.3.3 Risks related to owning plots of land in Diplomatic Quarter (Al Safarat)

Dur owns and has developed substantial real estate assets in the Diplomatic Quarter (which is the headquarters of Dur and the real
estate assets for Darraq residential project No.1 and No.2). The book value of these assets amounts to (SAR 192,379,302) as of 31
December 2022G (including the value of land and buildings). These assets represent three out of (25) assets (the total real estate assets
of Dur and its subsidiaries), and its revenues represent (8.3%), (7.8%) and (6.7%) of the total revenues of Dur for the fiscal years
ending 31 December 2020G, 2021G, and 2022G, respectively. Dur does not have title deeds for any of these assets, and Dur was unable
to obtain title deeds for these properties by reason of the fact that they are located within the Diplomatic Quarter. Accordingly, Dur’s
ownership of these plots of land can only be established in accordance with the provisions of the contracts concluded between Dur and
the Royal Commission for Riyadh City (RCRC).

Although Dur confirms that it fully fulfills the provisions of these contracts and thus it is entitled to land ownership thereunder, in the
event of a breach of the relevant contracts, Dur may lose ownership of these assets and the costs incurred in developing these assets,
and incur additional costs represented in relocation of its business, employees and tenants and incurring additional losses to demolish
buildings and others. This will, in turn, have a material adverse effect on Dur’s business, financial position, results of operations and
future forecasts. As such, this will have an adverse effect on Taiba after the Transaction Completion.
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1.3.4 Risks related to Dur’s assets leased from the RCRC and the General Authority
of Civil Aviation (GACA)

Dur has substantial assets in the Diplomatic Quarter located on plots of land rented from the RCRC under lease agreements. These
assets are Darraq 3, 4 and 5, Marriott Diplomatic Quarter and Marriott Executive Apartments, representing revenues of (28.3%),
(27.2%) and (26.1%) of the total revenues of Dur for the fiscal years ended December 31, 2020G, 2021G and 2022G, respectively.

Due to the nature of the contracting party (i.e., RCRC), these contracts are generally not similar to the leases known in the market and
contain preferential terms in favor of the RCRC. For example, the provisions of these contracts include the method of evaluating the
properties constructed on the plot of land in the event of termination of the contract, that Dur and its tenants are subject to regulations
of the Diplomatic Quarter, which may be interpreted to give the RCRC rights such as terminating tenant contracts, and provisions that
may be interpreted as restrictions on the value of profits that Dur can collect. In addition, the contracts concluded with the RCRC grants
the RCRC the right to regain possession of these assets in case Dur breaches its obligations under these contracts in consideration of
compensation that may not reflect the market or fair value of the assets at the time of regaining possession.

In case the RCRC exercises any of these rights, including changing the contracts with tenants or recovering the property at an unfair
price, or alleges that Dur has violated any restrictions contained in the contracts and recovers the profits collected as a result of the
violation, or claims damage or termination of the contract, then this will have an adverse effect on Dur’s business, financial position,
results of operations and future prospects. As such, this will have an adverse effect on Taiba after the Transaction Completion.

In addition to the above, Dur was notified that additional administrative services fees have been imposed, to which Dur has objected.
However, no reply was received in respect of the objection. Accordingly, in case Dur’s objection is not accepted, a legal dispute may
arise from this matter, which may end with Dur being ordered to pay the additional fees. This may have an adverse effect on the
financial position of Dur. There is also no guarantee that other resolutions will not be issued in the future imposing similar fees. This
may result - in case Dur fails to object or charge the same to the end beneficiaries in full - in an unexpected increase in the cost to Dur,
which may have an adverse effect on the financial position of Dur.

In addition, Dur has a lease agreement with GACA in connection with the development and operation of Riyadh Airport Marriott
Hotel. Revenues from this hotel represent (5.9%), (7.5%) and (8.2%) of Dur’s total revenues for the fiscal years ended 31 December
2020G, 2021G and 2022G, respectively. Due to the nature of the contracting party, (i.e., GACA), this contract is generally not similar
to the leases known in the market and contains preferential conditions in favor of the GACA. Some provisions could be interpreted as
the right of GACA to terminate the contract for the public benefit. [f GACA decides to exercise this right and succeeds, then Dur may
have to relocate its business or find a suitable alternative in a short time, or Dur may not be able to collect compensation in the expected
manner or in a timely manner. This may cause a direct financial loss to Dur.

Furthermore, Dur may not be able to maintain or renew these contracts under the same terms and conditions, which may result in Dur
having to vacate the land and lose the value of the assets that Dur has developed on those properties. All the above risks, if materialized,
will have an adverse effect on Dur’s business, financial position, results of operations and future prospects, and thus will have an
adverse effect on Taiba after the Transaction Completion.

1.3.5 Risks related to approval of the Transaction by the parties contracting with
Dur

Dur and its subsidiaries are parties to several contracts, some of which are material and some of which are not material on their own
for their business. Some of these contracts contain restrictions or conditions that may be interpreted as requiring approval of the other
party or a notification to the other party before Dur completes the Transaction, and Dur has obtained approvals from the other parties
that it was able to identify.

If Dur is unable to determine all the contractual approvals required under its substantial agreements, and Dur and Taiba complete
the Transaction regardless of this, then Dur may be in breach of its obligations under the related contracts. This breach may result in
several matters which differ depending on the terms and conditions of the relevant contracts. The contract may entitle the other party
to terminate the contract or claim an amount of compensation or otherwise.

If this happens and Dur is unable to negotiate a waiver from the other party, Dur may not be able to find a suitable third-party
replacement in a timely manner or at reasonable cost or even it may not be able to find any replacement at all. This will directly affect
Dur’s ability to manage some of its facilities or use some trademarks or cause it to breach financing contracts.

The realization of any such risks will have a material adverse effect on Dur’s business, financial position, results of operations and
future prospects, and thus will have an adverse effect on Taiba after the Transaction Completion.

1.3.6 Risks related to the registration on Ejar platform

Under the Council of Ministers Resolution No. 292 dated 16/05/1438H (corresponding to 13/02/2017G), a lease not registered on
the web rental services platform ”Ejar” may not be deemed a valid contract which produces its administrative and judicial effects.
Leasing is one of the main activities carried out by Dur and its subsidiaries. Dur confirmed that it is in compliance with registering
these contracts as on 16/03/1445H (corresponding to 01/10/2023G) except for (106) leases that are subject to special treatment, such
as leases associated with foreign embassies, where revenues represent 7% of Dur’s total revenues for the fiscal year ended December
31, 2022G).
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The failure to register future leases on the platform, or their incomplete or inaccurate registration, may result in the fact that the
unregistered lease may not be deemed a valid contract which produces its administrative and judicial effects. This may affect Dur’s
ability to enforce these contracts before the courts and to claim its rights according to these contracts. This, if it materializes, will have
an adverse effect on Dur’s business, financial position, results of operations and future prospects, and therefore, will have an adverse
effect on Taiba after the Transaction Completion.

1.3.7 Risks related to Dur’s compliance with the relevant laws and regulations

Dur is subject to a number of laws, regulations, instructions and decisions which regulate and apply to all companies operating in the
KSA and other laws and regulations which regulate the business activities in the industry in which Dur operates. Considering that Dur
is subject to many regulatory requirements, any violation of such requirements will expose Dur to procedures and penalties which
may be taken against it by the concerned authorities, including financial fines and other penalties that may, in certain cases, lead to
the suspension, withdrawal of the relevant license or cessation of business. Accordingly, any breach by Dur of the relevant regulatory
requirements will have an adverse effect on Dur’s business, financial position, results of operations and future prospects. As such, this
will have an adverse effect on Taiba after the Transaction Completion.

After the Transaction Completion, Dur will remain subject to the supervision of a number of government entities in the KSA, including
but not limited to: The Ministry of Commerce, the Ministry of Tourism, the Ministry of Municipal, Rural Affairs and Housing, the
Royal Commission for Riyadh City, the Civil Defense, and other entities. Therefore, Dur is exposed to risks related to changing
laws, regulations, circulars and government policies in the KSA. The regulatory and legislative ecosystem in the KSA is subject to
continuous change and development in line with the development of economic and administrative policies and directions. The costs
associated with complying with these laws and regulations are also high. If changes are introduced to existing laws and regulations
or new laws and regulations are enacted in relation to the regulatory ecosystem in which Dur operates, Dur may be required to make
changes to its business and position in order to meet the requirements of these laws and regulations. This may result in Dur incurring
additional unexpected financial expenses, whether exceptionally or continuously, or Dur may not manage to adjust its status and it
may be in a position contrary to these new regulations. This will have an adverse effect on its business, financial position, results of
operations and future prospects, and this will, therefore, have an adverse effect on Taiba after the Transaction Completion.

Dur must constantly comply with the laws and regulations related to its business and operations. Accordingly, if Dur fails to comply
with these regulations, it will subject to fines or penalties to be imposed by the relevant regulatory authorities, which will have an
adverse effect on Dur’s business, financial position, results of operations and future prospects, and this will, therefore, have an adverse
effect on Taiba after the Transaction Completion.

1.3.8 Risks related to the new Tourism Law and the Companies Law

The tourism-related legislative ecosystem has evolved recently, as the new Tourism Law was promulgated under Royal Decree No.
(M/18) on 26/01/1444H (corresponding to 24/08/2022G). Consequently, ten (10) implementing regulations were issued, including
tourist hospitality facilities, travel and tourism services, tourist guidance, tourist hospitality facilities management, tourism consulting,
private tourism hospitality facility, experimental activities, inspection of tourism activities, and regulation of committees to consider
violations of the Tourism Law, among others. The companies subject to the aforementioned regulations were granted a deadline of
ninety (90) days ending on 25/03/2023G to adjust their status in accordance with the new law. The status-adjustment with the new
law and the regulations thereof may not be completed, and the law and the regulations thereof may not be applied as required since
they are relatively new. In case there is a violation of the law and the regulations thereof, various penalties may be imposed, including
fines of up to one million Saudi riyals (SAR 1,000,000) per violation, temporary or permanent closure of the facility, withdrawal of
the license, among others. In the event that Dur violates this law and the regulations thereof, and any penalties are imposed on Dur,
this may have an adverse effect on Dur’s business, financial position, results of operations and future forecasts, and this will, therefore,
have an adverse effect on Taiba after the Transaction Completion.

In addition, like other companies, Dur is subject to the Companies Law. On 01/12/1443H (corresponding to 30/06/2022G), Royal
Decree No. (M/132) was issued to amend the Companies Law. The new law entered into force on 19/01/2023. The new law grants
companies a deadline of two years from the effective date of the law to adjust their status in accordance with its provisions. The
application and interpretation of the new law is subject to the implementing regulations issued by the Minister of Commerce and
the Board of the CMA. If Dur and its subsidiaries fail to adjust their status in accordance with the new Companies Law and the new
implementing regulations thereof within the statutory deadline, they may be subject to penalties of up to (SAR 5,000,000) per violation
under the new Companies Law, depending on the nature of the violation. This may have an adverse effect on Dur’s business, financial
condition, results of operations and future prospects, and this will, therefore, have an adverse effect on Taiba after the Transaction
Completion.

1.3.9 Risks related to Dur’s investments, strategic partnerships and joint ventures

Dur has a number of investments, strategic partnerships and joint ventures, and it may enter into such investments and partnerships in
the future to achieve its strategic plans and goals. For more information on Dur’s investments and joint ventures, please see Section
(3.7.5) (“Dur’s Subsidiaries™).

Although Dur confirms that the constitutional documents related to the joint ventures included guarantees securing Dur’s rights in
these projects in a manner that achieves its investment objectives, Dur may not have a controlling interest in these investments and
partnerships (represented by City Tower Real Estate Company and National Tourism Company), or actual or complete control. As
such, Dur may not be able to influence the decisions in the related company.
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Dur has not entered into partnership agreements with other partners in some companies, for example, Tabuk Hotels Company Limited
(97.14% owned by Dur), Annakheel for Tourist Areas Company Limited (98.73% owned by Dur), Makkah Hotels Company Limited
(99.44% owned by Dur), Saudi Hotel Services Company (70% owned by Dur) and Al Sawaed Al Kareemah Company for Investment
and Development (95% owned by Dur); resulting in the absence of anything governing the relationship between Dur and these partners,
except for the bylaws or articles of association of the subsidiaries (as applicable). Articles of association do not allow the parties to add
provisions that govern their entire relationship, and therefore may not cover all events that may arise in the future between the parties.
In the event that disputes arise in the future between the partners and are not governed by the bylaws in a way that protects Dur’s rights,
this may affect Dur’s ability to achieve its strategic objectives with regard to these companies. Even if such agreements exist in other
companies, there is no guarantee that the partners will not breach their obligations under the agreements concluded with them. This
may entail additional costs on Dur or affect its reputation or Dur will not be able to achieve its investment objectives.

The above may affect Dur’s ability to make decisions at the level of its subsidiaries in line with Dur’s business and strategy. In addition,
investments and partnerships require effort and long time from Dur, and there is no guarantee that Dur will achieve the expected
returns or that the investment value will not be lost, in whole or in part, due to its depreciation, poor performance, or other factors,
thus exposing Dur to a decrease in the value of its assets or revenues. Such risks, if materialized, may have an adverse effect on Dur’s
business, financial position, results of operations and future prospects. As such, this will have an adverse effect on Taiba after the
Transaction Completion.

1.3.10 Risks related to Dur’s subsidiaries under liquidation or in the process of
deregistration

Dur has two subsidiaries in the process of liquidation and write-off, namely Al Madina Hotels Company and Saudi Heritage Hospitality
Company (Nuzul). For more information about Dur’s subsidiaries, please see Section (3.7.5) (“Dur’s Subsidiaries”). This may expose
Dur to several risks, including, but not limited to, Dur incurring unexpected costs and liabilities as a result of the liquidation process,
or Dur losing the value of its investment due to its liquidation or failure to complete the liquidation process quickly, which may cause
operational consequences and additional costs. There can be no guarantee that Dur will be able to complete the liquidation process in
the targeted time and without any additional obstacles or obligations. Accordingly, in case any such risk materializes, this may have an
adverse effect on Dur’s business, financial position, results of operations and future prospects, and this will, therefore, have an adverse
effect on Taiba after the Transaction Completion.

1.3.11 Risks Related to Intellectual Property (IP) Rights

Dur owns a number of trademarks and as part of its strategy, Dur uses, under franchise agreements, other trademarks that are not owned
or registered in its name, such as Holiday Inn, Crowne Plaza and Marriott. These IP rights are an integral part of Dur’s identity and an
important element of its business, as Dur’s ability to market its services and develop its business depends on the use of its name, logo
and trademarks, which support its services and competitive position and makes it stand out in the market. For more information on the
marks, please see Section (3.7.3) (“Overview of the Brands”).

If a person uses or infringes on Dur’s IP rights and Dur does not manage to stop such person, if Dur fails to register and renew all its
trademarks and other proprietary rights, or if Dur is unable to protect its IP rights, this may result in an adverse on Dur’s ability to
retain its customers and attract new customers, and the value of these trademarks or Dur’s reputation may be affected. This may result
in Dur incurring losses and being involved in lawsuits to protect the trademarks or any of Dur’s IP rights. This will have an adverse
effect on Dur’s business, financial position, results of operations and future forecasts, and this will, therefore, have an adverse effect
on Taiba after the Transaction Completion.

1.3.12 Risks related to management agreements and franchise agreements

Dur’s success, financial position and future prospects largely depend on gaining and maintaining franchise rights through hotel
management contracts and franchise contracts to which Dur is a party, in its capacity as the franchisee, hotel owner, or hotel manager
and operator. Examples include existing franchise agreements with Holiday Inn Middle East Limited and Global Hospitality, and
management agreements with Marriott International Hotels. This reliance is inherent in the hotel and tourism industry.

Revenues from hotel management under franchise contracts represent (20%), (24%) and (20%) of Dur’s total revenues for the fiscal
years ending 31 December 2020G, 2021G and 2022G, respectively. With regard to revenues from hotels managed by another operator,
its revenues amounted to (43%), (37%) and (42%) of the total revenues of Dur for the financial years ending 31 December 2020G,
2021G and 2022G, respectively.

Many factors affect these franchise and management relationships, including - but not limited to - any change in the regulatory
environment which might increase restrictions on such arrangements, any change in the regulatory environment that may remove all
obstacles, thus opening the market for more investors to compete for such contracts, the existence of professional hotel managers and
franchisors on reasonable commercial terms, as well as Dur’s ability to comply with the terms and conditions of relevant contracts, or
to renew these contracts on commercial terms and other factors that may affect Dur’s ability to maintain such commercial relationships
and contracts. In case Dur is unable to maintain the current management and franchise contracts or enter into new agreements in
accordance with Dur’s strategy, this may have an adverse effect on Dur’s business, financial position, the results of operations and
future prospects, and this will, therefore, have an adverse effect on Taiba after the Transaction Completion.
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1.3.13 Risks related to white land tax

The Law of White Land Tax was promulgated by Royal Decree No. (M/4) dated 12/2/1437H and entered into force in stages based on
area and ownership. Generally, the law levies an annual tax of (2.5%) of the land value on white land, which is any undeveloped land
designated for residential or residential-commercial use within urban limits. Dur and its subsidiaries currently own four lands classified
as white lands for the purpose of the law of White Land Tax, namely the land of Al-Hada South, the land of Al-Hada Al-Gharbia,
the land of Al-Arid, and the land of Al-Ahsa, which has a book value of (120,134,908) Saudi riyals as of December 31, 2022G. In
addition, the Ministry of Municipal, Rural Affairs and Housing may classify other lands owned by Dur as white lands or that Dur may
purchase lands in the future that are classified as white lands.

The total previous invoices issued to Dur regarding white land tax amounted to (1,327,838) Saudi riyals in the first round paid by Dur,
and then an amount of (1,439,695) Saudi riyals in the second round, which Dur objected to and canceled due to the suspension of work
on the real estate area. Then, a fee invoice was recently issued on the land of Al-Ahsa in the amount of (192,867.21) that was not paid.
Dur confirmed that there are no other currently unpaid invoices.

The value of tax levied in each cycle cannot be specifically determined. Levied taxes may be higher than expected, or tax may be
levied on lands that Dur did not consider white lands. Dur may not be able to reverse the taxes it deems incorrect. Therefore, Dur
may pay a higher tax than expected and incur losses resulting from seeking to reverse these taxes. In addition, as per the public policy
directions, the annual tax rate may be raised to higher levels in the future, which may increase the taxes payable by Dur. The foregoing,
if happened, will have an adverse effect on Dur’s business, financial position, results of operations and future prospects, and therefore,
will have an adverse effect on Taiba after the Transaction Completion.

1.3.14 Risks related to Saudization requirements

Like all companies operating in the KSA, the Ministry of Human Resources and Social Development (MHRSD) requires Dur to
employ a specific percentage of Saudi nationals and to Saudize certain positions, in addition to the certain Saudization percentages
or the requirement to employ Saudi nationals in certain positions as imposed by other supervisory authorities such as the Ministry
of Tourism. According to the MHRSD’s Nitaqat program, the Saudization rate achieved by Dur was approximately (47%) as of 31
December 2022G. It is classified in the medium green band. Dur’s classification is considered to fall in the last level in the committed
bands (after platinum and high green). Therefore, any reduction in the commitment level will result in Dur being classified at the lower
level (which is low green), and this will lead to the suspension of a number of services.

Dur may find it difficult to recruit and retain qualified Saudi nationals, from time to time. In case Dur fails to employ a sufficient
number of Saudi nationals, if the Saudization rate is decreased, or if more stringent Saudization requirements are imposed in the future
and Dur is unable to comply with such requirements, Dur may be subject to fines and other penalties such as suspension of employment
visa applications and suspending the transfer of sponsorship of non-Saudi employees. This will, in turn, have an adverse effect on
Dur’s business, financial position, results of operations and future prospects, and therefore, will have an adverse effect on Taiba after
the Transaction Completion.

1.3.15 Risks related to labor laws and conditions

Dur is subject to the requirements of the labor laws, regulations, and instructions issued by MHRSD, including compliance with the
provisions of employment contracts, commitment to register employees in the social insurance schemes, employee health insurance,
application of the wage protection system, occupational safety systems, and other related requirements. Failure to comply with the
labor regulations and requirements may result in the imposition of penalties which include suspension of services or closure of the
facility, imposing fines, or requiring employees to terminate their contracts or the payment of compensation to employees.

In case Dur fails to comply with the Labor Law as well as the regulations, and instructions issued by MHRSD, Dur may be subject
to fines and penalties. This will, in turn, have an adverse effect on Dur’s business, financial position, results of operations and future
prospects, and therefore, will have an adverse effect on Taiba after the Transaction Completion.

Additionally, Dur is exposed to risks related to non-Saudi employees, including an increase in labor fees and employment and residence
permit renewal fees, imposition of any restrictions on employing non-Saudi employees, these employees leaving their employment as
a result of the high cost of living in the KSA or any restrictions on air traffic movement and entry/exit requirements as well as other
factors that will, if it occurs, have an adverse effect on Dur’s business, financial position, results of operations and future prospects,
and therefore, will have an adverse effect on Taiba after the Transaction Completion.

1.3.16 Risks related to licenses and permits

Dur is subject to a number of laws and regulations that require Dur to obtain the necessary licenses and permits from the competent
regulatory authorities in the KSA in order to carry out its business activities. Dur is required to obtain and maintain appropriate
regulatory licenses, permits and approvals in connection with its business activities, including but not limited to the Ministry of Tourism
licenses, commercial registry certificates, Chamber of Commerce and Industry membership certificates, Saudization certificates, Zakat
certificates, social insurance certificates, necessary permits and approvals from the municipality, civil defense and other licenses in
relation to Dur’s business activities. As of the date hereof, Dur has confirmed that it has obtained all the necessary licenses, permits
and approvals in connection with its business activities.
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Such licenses and permits are required to remain valid on an ongoing basis through Dur’s compliance with the laws, regulations and
conditions governing such licenses and permits. If Dur is unable to obtain all necessary licenses and permits to carry out its business,
or if Dur is unable to maintain and renew its license and comply with the laws, regulations, and conditions governing these licenses
and permits, then Dur’s business may be suspended, it may not obtain certain government services or it may be subject to penalties and
violations. This will have a material adverse effect on Dur’s business, financial position, results of operations and future prospects, and
therefore, will have an adverse effect on Taiba after the Transaction Completion.

1.3.17 Risks related to related party transactions and their documentation

Dur has various transactions with related parties. According to CMA regulations, Dur must disclose these contracts in accordance with
the disclosure requirements set out in the relevant regulations. Such contracts must be reviewed by the Audit Committee. Dur’s failure
to define and identify the related parties or to understand the regulatory ecosystem may have an effect on its obligation to monitor
these transactions and ensure that they are reviewed by the Audit Committee and disclosed. This may expose Dur to several risks that
include the imposition of penalties by the CMA in addition to not being sure that the terms of these transactions are in the interest of
Dur. In case fines are imposed or that these contracts do not serve the best interest of Dur, this will have an adverse effect on Dur’s
business, financial position, results of operations and future prospects, and therefore, will have an adverse effect on Taiba after the
Transaction Completion.

As for the related party transactions in accordance with the accounting standards, as shown in Dur’s financial statements, the amounts
due to related parties are (SAR 37,974,216), (SAR 37,158,747) and (SAR 35,522,175) for the fiscal years ending in 2020G, 2021G
and 2022G, respectively.

The amounts due from related parties are (SAR 2,367,809), (SAR 2,638,431) and (SAR 4,442,099) for the fiscal years ending in
2020G, 2021G and 2022G, respectively.

Dur may not be able to renew the contracts concluded with the related parties upon the expiry thereof or renew the contracts on
conditions consistent with Dur’s objectives, especially after the change in Dur’s ownership structure. Also, Dur may not be able to
enter into alternative contracts on the same or commercially acceptable terms. Accordingly, in case any agreements with related parties
are terminated, or if Dur is unable to renew them on appropriate terms, or find alternative contracts with third parties, this will have
an effect on Dur’s business, financial position, results of operations and future prospects. As such, this will have an adverse effect on
Taiba after the Transaction Completion.

1.3.18 Risks related to the suspension of works on lands as directed by the
regulatory authorities

Real estate assets are subject to city planning and urban planning by the regulatory authorities and disputes over title deeds and other
matters that may require the moratorium on development, and the suspension of works on a specific land until the dispute is resolved or
an agreement is reached with the regulatory authority on how to make use of the land. This may result in a moratorium on development
in relation to some plots of land. As of 16/03/1445H (corresponding to 01/10/2023G), Dur and its subsidiaries have four plots of land
on which works are suspended. Such plots of land are Al Aarid land, southern Al Hada land, western Al Hada land, and Laban land,
whose combined book value is (SAR 104,078,087) as of 31 December 2022G.

There is no fixed suspension/moratorium end date and Dur cannot determine such date or lift the moratorium. The continuation of
these moratoriums, in addition to any further moratoriums, are beyond Dur’s control and cannot be anticipated or avoided. They are
risks that cannot be pre-planned and avoided due to the nature of Dur’s business. These moratoriums, the continuation thereof or the
occurrence of other similar events will have a material adverse effect on Dur’s business, financial position, results of operations and
future prospects, and therefore will have an adverse effect on Taiba after the Transaction Completion.
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1.4 Commercial risks related to Dur

1.4.1 Risks related to Dur’s debts

Dur’s business depends on its ability to obtain credit facilities from third parties to finance its operations. Dur’s total debt - which
includes only term loans - is approximately (SAR 1,033,905,432) (i.e. approximately (64%) of the total shareholders’ equity), (SAR
1,017,271,663) (i.e. approximately (63%) of the total shareholders’ equity), and (SAR 1,062,668,575) (i.e. approximately (64%) of the
total shareholders’ equity), as on 31 December 2020G, 2021G, and 2022G, respectively.

The facilities agreements include several guarantees issued by Dur, the most prominent of which are promissory notes issued with a
total value of (SAR1,600,406,953), and the company’s guarantees do not include any mortgage on any real estate asset. In addition the
facilities agreements include a number of restrictions on its business, such as not disposing of any of the guarantees provided under the
facility agreements and not entering into any other obligations which may limit Dur’s ability to fulfill its obligations under the facility
agreements. In case Dur is unable to pay the amounts due on time or reschedule the payments in the event of its inability to pay, or if
it breaches any guarantee, obligation or restriction under the credit facilities agreements, then this will be considered a material breach
that may result in entitling the creditor to demand the payment of the full debt amount before its actual due date. It should also be
noted that if Dur breaches any of its obligations under any credit facilities agreements, this may automatically result in its violation of
some other facilities agreements, and thus entitling creditors thereunder to demand Dur to pay the full debt amount under the facility
agreements concluded with them before its actual due date. In case Dur is unable to pay, then these creditors can enforce the guarantees
provided to them (such as order instruments). This will have a material adverse effect on Dur’s business, financial position, results of
operations and future prospects, and this will, therefore, have an adverse effect on Taiba after the Transaction Completion.

Moreover, in case Dur is unable to obtain the necessary financing to fulfill its obligations and carry out its business and future projects
in accordance with its strategy, or to obtain financing on appropriate terms and conditions, this may have a material adverse effect on
Dur’s business, financial position, results of operations and future prospects. Therefore, this will have an adverse effect on Taiba after
the Transaction Completion.

1.4.2 Risks related Dur’s Zakat position

Dur is required to submit its zakat returns to ZATCA on an annual basis. Dur is exposed to the risks of material changes in the laws and
regulations which might affect the value of Zakat due or change ZATCA’s policies or practices, and Dur might incur additional Zakat
dues as a result. This, if it materializes, may have a material adverse effect on Dur’s business, operations, financial position, cash flows,
and future forecasts. As such, this will have an adverse effect on Taiba after the Transaction Completion.

Dur settled the zakat assessments for the years ended on 31 December 2014G until 2018G, except for 2015G, since ZATCA made a
claim to Dur for Zakat differences of (SAR 861,000) for 2015G. Dur objected to the amount of Zakat differences. The First Appeal
Committee decided to partially accept the objection and rejected the objections at a value of (SAR 250,000). Dur has objected to this
amount and the objection is still under consideration. It should be noted that Dur has set aside a provision for the value of such zakat
differences in its financial statements. Accordingly, if Dur’s objection is not accepted and Dur is ordered by ZATCA to pay the above
amounts in whole or in part, this will affect the company’s cash flow.

Dur also received Zakat assessments for the years ended on 31 December 2019G and 2020G, wherein ZATCA requested Dur to
pay Zakat differences of (SAR 585,886) for 2019G. Dur objected to the amount of Zakat differences, and the dispute is still under
consideration. Dur also settled the zakat assessment for the year ended on 31 December 2020G.

Tabuk Hotels Company Limited also received zakat assessments for the years ended on 31 December 2019G and 2020G. ZATCA
demanded that the company pay zakat differences of (SAR 3,682) for 2019G. The company filed an objection to the amount and the
objection is still under consideration. Tabuk Hotels Company has also settled the zakat assessment for the year ended on 31 December
2020G.

In addition, Dur submitted its zakat returns for the fiscal year ended on 31 December 2022G, and ZATCA has yet to issue a zakat
assessment for that year. As for the years for which the zakat assessment has not finalized, ZATCA may impose or claim zakat
differences that exceed such amounts as expected by Dur.

Dur has registered a tax group for VAT purposes in the KSA, which includes several subsidiaries. The rest of subsidiaries which are
not part of the tax group independently submit their tax returns. ZATCA issued VAT assessments for Dur’s tax group for the months of
December 2018G, December 2019G, and December 2020G. Dur’s tax group settled these assessments without objection and benefited
from the tax relief and did not pay penalties. ZATCA has not issued VAT assessments for any other tax period for Dur’s tax group or
for the companies affiliated to Dur that are independently registered. Accordingly, ZATCA may issue VAT assessments for previous
periods, which may include imposition of additional tax differences.

In case Dur is requested to make payments higher than expected, or if Dur is ordered to pay differences that Dur did not anticipate or
in respect of which no provision is made, this may have an adverse effect on Dur’s business, financial position, results of operations
and future forecasts, and this will, therefore, have an adverse effect on Taiba after the Transaction Completion.
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1.4.3 Risks related to the geographical concentration of Dur’s assets

All Dur’s business is located in the KSA, and its assets and business are largely concentrated in the main cities, most importantly,
in Riyadh, where the revenues generated from real estate assets located in Riyadh represented about (81.1%), (75.2%), and (78.1%)
of Dur’s total revenues during 2020G, 2021G, and 2022G, respectively. Accordingly, any deterioration in the economic, regulatory,
geographical and weather conditions, epidemics, or other conditions that may occur in the KSA in general, or the city of Riyadh in
particular, or in a city where Dur operates, will have a material effect compared to the deterioration itself and compared to other
companies having assets distributed inside or outside the KSA. This in turn will have a material adverse effect on Dur’s business,
financial position, results of operations and future forecasts, and this will, therefore, have an adverse effect on Taiba after the
Transaction Completion.

1.4.4 Risks related to rental income

Since Dur heavily relies on rental income from hotels, residential and commercial units, any factor that has an adverse effect on the
leases concluded or rental income and the collection thereof may have an adverse effect on Dur’s business, financial position, results
of operations and future prospects. This will have an adverse and material effect on Taiba after the Transaction Completion. Dur
heavily relies on hotel revenues, as these revenues represent about (72.6%), (73.6%), and (76.8%) of Dur’s total revenues during
2020G, 2021G, and 2022G, respectively. It should be noted that Covid-19 and its consequences on business sectors, especially the
hotel industry, had a great impact on hotel revenues during 2020G and 2021G, since hotel revenues decreased by about (26%) during
the period between 2019G and 2020G.

The financial position of Dur might be subject to an adverse effect in the future due to a number of economic and other factors, in
addition to the strong competition from the owners of other properties by reducing rents or hotel room rates. This may result in - among
others - Dur being forced to reduce rents and hotel room rates to maintain competitiveness. The financial position of Dur may also
be affected as a result of the failure of some tenants to pay the due rents, and that Dur incurs additional costs to collect these debts or
its failure to collect these debts in full and losing their value. This, in turn, will have an adverse effect on Dur’s revenues, financial
position, results of operations and future prospects, and this will, therefore, have an adverse and material effect on Taiba after the
Transaction Completion.

In addition, there is no guarantee that Dur will collect rents on due dates. Any delay or default in payment will have an adverse effect on
Dur’s cash flow. If this happens, Dur may not be able to find alternative sources to finance its working capital and fulfill its obligations.
Dur may be forced to obtain additional financing from commercial banks. As such, Dur will have to incur the costs of obtaining
financing, interest costs, etc. This will have an adverse and material effect on Dur’s revenues, financial position, results of operations
and future prospects, and this will, therefore, have an adverse effect on Taiba after the Transaction Completion.

In addition to the above, Dur may not be able to renew leases concluded with tenants on the same or more favorable terms and
conditions. In the event of non-renewal, Dur may not be able to conclude leases with new tenants on the same or more favorable terms
and conditions. Further, Dur may not be able to quickly vacate the leased premises and sites after the expiry of the relevant leases or due
to the tenants’ failure to comply with the leases. This may affect Dur’s ability to immediately make use of these real estate properties.
This will decrease Dur’s revenues and have an adverse effect on Dur’s business, financial position, results of operations and future
prospects, and this will, therefore, have an adverse effect on Taiba after the Transaction Completion.

1.4.5 Risks related to debt collection

The balance of Dur’s total account receivables amounted to about (SAR 143,386,661), (SAR 170,475,362) and (SAR 170,428,252)
as on 31 December 2020G, 2021G, and 2022G, respectively. The balance of Dur’s expected credit loss allowance in respect of debt
collection amounted to (SAR 26,445,793), (SAR 25,233,972) and (SAR 29,719,069), as on 31 December, 2020G, 2021G, and 2022G,
respectively. As of 31 December 2022G, the total 1 to 3-year account receivables amounted to (SAR 17.2m). The total account
receivables that are more than 3 years old amounted to (SAR 34.5m). Dur follows policies regarding credit, collection, and write-off
of bad debts in accordance with International Financial Reporting Standards (IFRS) recognized in the KSA and other standards and
versions recognized by the Saudi Organization for Chartered and Professional Accountants (SOCPA). In case the current financial
position of any of Dur’s customers is subject to an adverse effect, this will have an adverse effect on Dur’s ability to collect all due
account receivables. This will, therefore, have an adverse effect on Taiba after the Transaction Completion.

1.4.6 Risks related to the success of new projects

Dur and its subsidiaries study, implement and develop a number of projects, including the development of Rixos Jeddah Resort
(formerly: Makarem Al Nakheel Village), the construction of Darraq Alhada Complex, the development of a ballroom at Holiday Inn
Tabuk Hotel, the development of Makarem Al Madinah Hotel, and the Smart Zone Hotel Development Project. Dur is considering
the expansion of Makarem Ajyad Makkah Hotel. In constructing these or any other new projects, Dur may face a number of risks
and obstacles, such as finding new real estate properties in prime locations at competitive prices, concluding relevant contracts with
appropriate contractual terms, obtaining all necessary regulatory licenses and approvals, and other factors and challenges.

Dur’s ability to complete its projects on time and with the required quality largely depends on the parties with whom Dur enters into
contracts for the purpose of constructing projects, such as developers, contractors, engineering offices and other consultants and
service providers. Therefore, if these parties fail to comply with their obligations in accordance with the contracts concluded, this may
affect Dur’s ability to complete its projects on time and with the required quality.
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Dur decided (after having taken into account the recent economic forecasts for various regions in the KSA, and other projects, and
reviewed the economic feasibility of these projects, with the aim of aligning Dur’s strategy with the KSA vision) to cancel some
scheduled projects. As a result, the entire capitalized costs of these projects, which amounted to (SAR 27.4m) in FY22, were cancelled,
which led to a decrease in net income for the same period by the same amount. There is no guarantee that a similar cancellation will not
occur in the future if Dur decides not to proceed with any planned projects, as Dur may deem appropriate for the purposes of achieving
its strategic objectives in light of the changing market conditions.

In addition, the construction of new projects does not necessarily imply the success of these projects and the generation of profits
expected by Dur as per the relevant feasibility studies. The success of the projects depends on a number of factors, including those
which fall beyond the control of Dur, such as the political and economic situations in the KSA and the entry of new competitors in the
market and other factors mentioned in this Section.

Accordingly, there is no guarantee that Dur will be able to construct new projects with the required quality, or that the construction of
new projects will be a success. In case Dur is unable to construct new projects, or in case the new projects are not successful, this will
have an adverse effect on Dur’s business, financial position, results of operations and future forecasts, and this will, therefore, have an
adverse effect on Taiba after the Transaction Completion.

1.4.7 Risks related to adequacy of insurance coverage

Dur’s operations may be affected by a number of risks and events, including latent errors and defects, workplace accidents, natural
disasters, incidents, acts of terrorism, sabotage and war-related events, for which adequate insurance coverage may not be available on
commercially reasonable terms. In addition, the severity and frequency of various events such as sudden accidents, other unfortunate
incidents, work interruptions or possible damages to Dur’s facilities, property and equipment resulting from bad weather, human error,
pollution, wars and natural disasters, may lead to Dur’s incurring significant losses and having it exposed to various liabilities.

Dur maintains several insurance policies to cover these events. However, there can be no guarantee that the insurance coverage will
adequately cover losses resulting from any of these events, or that it will be able to renew the insurance coverage on commercially
reasonable terms or at all.

In addition, insurance policies include a number of events that are excluded from coverage, in addition to other restrictions related
to coverage that are negotiated with insurers. Dur’s ability to obtain the benefits due to it from the relevant insurer depends on the
insurer’s financial solvency and ability to pay the value of such benefits. Therefore, insurance may not cover all losses that Dur may
incur as these losses may exceed the limits of policies or be outside the scope of coverage contained in these policies. In case Dur does
not have adequate coverage for any future risks or accidents, this may lead to the loss of its properties, projects and future revenues
associated with these projects. Dur may also, in some cases, be exposed to financial obligations in relation to the damaged property.
The materialization of any such risk will have an adverse effect on Dur’s business, financial position, results of operations and future
prospects, and this will, therefore, have an adverse effect on Taiba after the Transaction Completion.

1.4.8 Risks related to the non-reflection of the book value of Dur’s properties
and the related market valuation of such properties

Dur’s assets are recognized at net book value, which represents the original cost of the assets less the accumulated depreciation,
amortization and impairment. In addition, the book value or net book value of the assets in Dur’s financial statements does not
necessarily reflect their fair market value, as the fair market value could be lower or higher than the recognized book value of the real
estate asset.

In addition, Dur annually evaluates its investment assets to test for any potential impairment. In case of any impairment (i.e. the
fair value is less than the book value), Dur’s auditor must derecognize the difference between the fair value and the book value and
recognize such difference as a loss in the financial statements. Even if the evaluation price and book value of any property increases
at a certain time, this will not necessarily improve the financial situation until the property is sold and the profit is collected from it.
As a result, the unrealized gains by increasing the book value of the property in each evaluation will not necessarily lead to a profit or
an increase in Dur’s total assets in the financial statements, and this must be taken into consideration when assessing the Acquisition
Resolutions.

1.4.9 Risks related to Dur’s reliance on third-party booking systems

Dur relies on various third-party booking systems, such as hotel operator’s systems, electronic booking companies, and websites,
through which customers can make their reservations in various hotels affiliated with Dur. The percentage of reservations from third-
party booking systems accounted for (33%) of the total reservations based on Dur’s occupied rooms as on 31 December 2022G. And
sales through these systems amounted to (19%) of the total sales of Dur for the fiscal year ending December 31, 2022G.

The disruption of reservation systems used by Dur’s clients may result in disruption of the reservation service, which will have a direct
effect on the number of reservations and available rooms, causing a reduction in revenues. In addition, Dur’s failure to invest in such
systems may limit the ability to compete with other companies operating in this field. Also, the failure to maintain effective information
systems or to choose appropriate systems may lead to an adverse effect on Dur’s business. All of these factors may have a material
adverse effect on Dur’s business, forecasts, financial position, results of operations and future prospects, and therefore will have an
adverse effect on Taiba after the Transaction Completion.
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1.4.10 Risks related to the reclassification of hotels owned, managed or operated
by Dur

Dur owns, manages and operates many hotels which are subject to the supervision of the Ministry of Tourism (MoT). MoT classifies
these hotels and grants them classification certificates after obtaining a license to operate tourist accommodation facilities based on
the level of service and facilities available to hotels and other factors related to the level of hotels. For more information on these
classifications, please see Section (3.7.2) (“Dur’s Business Activities”). There is no guarantee that Dur Hotels will not be reclassified
by MoT to a lower class than its current class. This may have an adverse effect on demand for these hotels, hotel room rates, and
licensing and management agreements for some hotels with operators or brand’s licensors. All of these factors may have a material
adverse effect on Dur’s business, forecasts, financial position, results of operations and future prospects, and Moot therefore will have
an adverse effect on Taiba after the Transaction Completion.

1.4.11 Risks related to Dur providing services to Umrah pilgrims coming from
outside the Kingdom

Dur began to provide services to pilgrims abroad starting from the Hajj season in this year 1444 AH, and intends to provide a number
of services to Umrah pilgrims coming from outside the Kingdom. Given the fact that such services are provided during certain seasons,
Dur may face a decrease in demand for its services at other times, in addition to various factors which may affect the number of
pilgrims, including, but not limited to, the restrictions imposed on the number of pilgrims and worshipers due to widespread epidemics,
any restrictions imposed on international travel, accidents and disturbances related to business or travel, increased transportation costs,
regulatory changes, wars, or political or civil unrest in the pilgrims’ countries of origin. All of these factors may have a material adverse
effect on Dur’s business, forecasts, financial position, results of operations and future prospects, and therefore will have an adverse
effect on Taiba after the Transaction Completion.

1.5 Risks related to the sector in which Dur operates

1.5.1 Risks related to disputes over land ownership

Dur has confirmed that there is no dispute over the ownership of its assets, the assets of its real estate subsidiaries, or the assets of its
subsidiaries. However, ownership of real estate properties involves inherent and substantial risks, particularly those related to disputes
over ownership, especially in the absence of a definitive central register of landowners. There is no KSA law that provides that title
deeds may not be invalidated. As such, the competent judicial authorities may invalidate title deeds based on various grounds, including
previous evidence of ownership of the plot of land, let it be new or old, including the existence of a previous issue in transferring the
plot of land, even if it was transferred to a bona fide buyer and the transfer is notarized before a notary public. The title deeds may be
revoked by the Supreme Court without the presence or participation of the persons or entities that own these plots of land.

Accordingly, Dur may not be able to conclusively and definitively prove its ownership of all plots of land owned by it, therefore the
title deeds of any plots of land owned by it may be revoked. In addition, legal disputes may arise in connection with these properties.
Such disputes may raise doubts about Dur’s entitlement to own and occupy the relevant lands, or may result in Dur losing ownership
of the lands owned by it. This will have a material adverse effect on Dur’s business, financial position and results of operations and
future forecasts. As such, this will have an adverse effect on Taiba after the Transaction Completion.

1.5.2 General risks related to the real estate and tourism sector

Dur’s performance is exposed to all risks related to investment in the real estate and tourism sectors in the KSA, including negative
changes in economic conditions at the regional or global level, local market conditions, the financial situation of property tenants
and owners, oversupply, under-demand and competition, changes in relative demand for the types of properties and locations, other
emergency events and conditions, the high fluctuation in property prices and revenues, and other factors beyond the control of Dur,
which will have - if materialized - an adverse effect on Dur’s business, financial position, results of operations and future forecasts. As
such, this will have an adverse effect on Taiba after the Transaction Completion.

1.5.3 Risks related to the decline in the movement of domestic or international
flights

Room rates and hotel occupancy rates are directly impacted by the number of domestic and international flights. This is influenced
by several factors, including political, commercial, economic and tourism conditions in the KSA and other countries worldwide,
organizational changes, the outbreak of epidemics, travel-related disruptions, increased transportation and fuel costs, and natural
disasters. In general, the domestic and international air traffic is not fixed and may be classified as seasonal. These factors would
decrease the number of domestic or international visiting passengers. This would result in a decrease in the demand for Dur’s hotels,
which may have a material adverse effect on Dur’s business, financial position, results of operations and future prospects, and this will,
therefore, have an adverse effect on Taiba after the Transaction Completion.
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1.5.4 Risks related to the demand for hotel rooms and residential and commercial
properties in the KSA

All properties owned by Dur are located inside the Kingdom. With the increasing number of real estate projects, including projects
under construction, and the availability of other opportunities such as leasing current residences, homes, etc., the number of residential
properties, available commercial spaces, and hotel rooms in the KSA may exceed demand for those properties and spaces, which would
lead to market saturation. If the market in the KSA becomes saturated or the demand for hotels or residential and commercial properties
decreases or falls below its expected level, Dur may be forced to sell its residential units or rent its commercial units or hotel rooms at
reduced prices or sell them at a loss, or even Dur may not be able to sell or rent them at all. The economic fluctuations beyond Dur’s
control, such as access to housing credit, prevailing market interest rates, unemployment rates, wage level, tax rates, and partial or
total cancellation of government subsidies, could have an effect on the demand. There is no guarantee that there would be a sufficient
demand in the real estate market in the KSA to enable Dur to do so at commercially reasonable prices.

Having regard to the foregoing, any negative change in demand due to the reasons described above, or other reasons, will have an
adverse effect on Dur’s business, financial position, results of operations and future prospects. As such, this will have an adverse effect
on Taiba after the Transaction Completion.

1.5.5 Risks related to natural disasters

Dur is exposed to adverse effects arising from any natural disasters that may hit geographical areas in which Dur’s assets are located,
including earthquakes, floods, fires, heavy rains and other natural disasters that cannot be predicted or avoided. The occurrence of such
disasters results in several negative and unexpected effects, most importantly including disruption of business or incurring high costs
for repair and rehabilitation of assets; reducing, in turn, revenues and raising costs. Accordingly, the occurrence of any natural disasters
in the areas where Dur’s assets are located will have an adverse effect on Dur’s business, financial position, results of operations and
future prospects. As such, this will have an adverse effect on Taiba after the Transaction Completion.

1.5.6 Risks related to the economic, political and security situations

Dur’s future performance depends on a number of factors related to the economic conditions in the KSA in general, including — but
not limited to — inflation, GDP growth, average per capita income, interest rates and other economic factors. Although the Kingdom
continues to implement diversification policies, it still relies on its income from the oil sector to implement its economic plans. Any
decline in oil prices may lead to an economic slowdown in the KSA or limit government spending, which will have an effect on the
overall economic situation in the KSA. The continued economic growth in the KSA also depends on several other factors, such as
continued population growth and government and private sector investments in infrastructure. Accordingly, any negative change or
deterioration in the overall financial and economic conditions in the KSA will have an adverse effect on Dur’s business, financial
position, results of operations and future prospects. As such, this will have an adverse effect on Taiba after the Transaction Completion.

In addition, it is affected by the political and security situation prevailing from time to time in the Kingdom and the region in general,
including any sabotage, terrorist or other operations. Accordingly, any deterioration or change in the political and security situation
will have an adverse effect on Dur’s business, financial position, results of operations and future prospects. In addition, Dur’s assets
and businesses are exposed to sabotage or terrorist attacks that cannot be predicted or anticipated. This, if it materializes, will have
an adverse effect on Dur’s business, financial position, results of operations and future prospects, and therefore, will have an adverse
effect on Taiba after the Transaction Completion.

1.5.7 Risks related to epidemics and viruses, including Covid-19

The Covid-19 pandemic has increased economic uncertainty and wreaked havoc and volatility on international markets in 2020G and
2021G. Although global markets have begun to recover, the prolonged period of volatility and instability in market conditions could
raise financing costs and other costs. The risks of fluctuating exchange rates, investor expectations, and other factors have increased as
aresult of the changes in the global financial markets since March 2020G. Additionally, governments, including the KSA government,
moved quickly to implement strict preventative measures to limit and stop the spread of the virus. These measures included curfews,
suspensions of personal attendance in schools and recreational facilities, etc., suspension of visas for tourists, workers, and other
individuals, imposition of restrictions on the hours during which economic activities can be conducted, suspension of travel between
cities or countries, and other things that had a particular and great effect on the real estate, tourism and hospitality sectors. The economic
slowdown resulting from Covid-19 outbreak has a direct effect on the demand for hotel rooms and residential and commercial units;
reducing the room rent rates. This, in turn, has an effect on Dur’s activities and businesses and this will, therefore, have an adverse
effect on Taiba after the Transaction Completion.

Although vaccines are available, how and when all the negative effects resulting from this epidemic will come to end cannot be
predicted and determined, and the consequential losses that has or will be incurred by Dur cannot be determined and quantified. The
above also applies if other infectious diseases break out in the future, or serious public health-threatening disease emerges in the KSA.
Any such factors (including outbreaks of infectious diseases in the future) and any future developments that occur regarding this virus,
or any other epidemic and pandemic, will have a material adverse effect on Dur’s business, financial position, results of operations and
future prospects, and this will, therefore, have an adverse effect on Taiba after the Transaction Completion.
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1.5.8 Risks related to VAT and WHT

On 05/02/1438H (corresponding to 30/01/2017G), the Council of Ministers decided to approve the Unified Agreement for Value Added
Tax (VAT) of the Cooperation Council for the Arab States of the Gulf, which entered into force as of 14/04/1439H (corresponding
to 01/01/2018G) and the tax rate of (5%) of the sale price shall be added to the other taxes and fees imposed on certain sectors in the
KSA. On 17/10/1441H (09/06/2020G), ZATCA'’s Board of Directors issued the Resolution No. (20-3-2) to increase the VAT rate to
(15%) starting from 10/11/1442H (corresponding to 01/07/2020G). The tax is levied on the services provided and received by Dur.

In addition, the tax laws applicable in the KSA require the payment of withholding tax, which is a tax imposed on a non-resident
who does not have a permanent establishment in the KSA when he generates income from a source in the KSA. The resident shall
be responsible for supplying the withholding tax amount to ZATCA for taxable amounts in the KSA in respect of such non-resident.

There can be no guarantee that these taxes will not be increased, or that other fees or taxes will not be imposed by the government in
the future. Therefore, increasing tax rates or imposing new taxes or fees on companies that differ from those currently in effect, will
have an adverse effect on Dur’s business, financial position, results of operations and future prospects, and therefore will have an
adverse effect on Taiba after the Transaction Completion. As for the periods for which the VAT assessment has not finalized, ZATCA
may impose or claim differences that exceed such amounts as expected by Dur. In case Dur is requested to make payments higher
than expected, or if Dur is ordered to pay differences that Dur did not anticipate or in respect of which no provision is made, this may
have an adverse effect on Dur’s business, financial position, results of operations and future forecasts, and this will, therefore, have an
adverse effect on Taiba after the Transaction Completion.

1.5.9 Risks related to RETT

The Real Estate Transaction Tax (RETT) was introduced under Royal Decree No. A/84 dated 14/02/1442H (corresponding to
02/10/2020G). RETT is a tax imposed at the rate of (5%) of the value of any real estate transaction, to be collected at the time when the
real estate transaction is registered. RETT is a new tax added to the other taxes and fees imposed on certain sectors in the KSA, and it
exempts real estate transactions that take place after the enforcement of the Royal Order from VAT. This tax may therefore be levied
on any Dur’s real estate asset if it is subject to purchase, sale or transfer of title (or some types of lease).

The relatively new application of RETT lacks clarity in some cases, and companies have to explain the method of application in specific
events. However, ZATCA may not agree with the companies’ conclusions, which may result from differences in their interpretations.
If this happens, companies may incur additional tax fees and costs. Additionally, there might be future increases or changes in RETT
or its application. All these matters may have an adverse effect on Dur’s business, financial position, results of operations and future
forecasts, and this will, therefore, have an adverse effect on Taiba after the Transaction Completion.

1.5.10 Risks related to the prices for electricity, water and other services

The regulatory authorities in the KSA, including the Council of Ministers, the Ministry of Energy, and the Ministry of Environment,
Water and Agriculture, periodically review tariffs for basic services, including electricity, water, and fuel. This may result in an
unpredictable rise in the prices of these services. Any increase in the tariffs for basic services will raise the operating costs for all
companies in general. However, this will have a particular effect on companies operating in the real estate and tourism sectors. Dur
may not be able to charge any increase in these expenses to the tenants, which might lead to an increase in Dur’s general costs, in
addition to incurring additional operational costs. This will have an adverse effect on Dur’s business, financial position, results of
operations and future prospects, and therefore, will have an adverse effect on Taiba after the Transaction Completion.

1.5.11 Risks related to competition

The tourism and hospitality sector has significant expansion opportunities and stimulating environment, including government
promotion of tourism, general policies to increase tourist numbers, support from the Ministry of Tourism and the Tourism Development
Fund, and other direct and indirect support. This may attract more companies to enter and invest in this sector. Also, companies in the
same line of business as Dur can conduct mergers and acquisitions. This will lead to an increase in their market shares and intensifying
competition among companies operating in the tourism sector. Moreover, there is competition from companies offering alternative or
new services, such as applications for home rental services or rental of third-party property. This constitutes an additional competition
factor which adds more pressure on the profit margins that tourism and hospitality companies can generate.

The above may cause Dur to enter into competition with other companies having more resources at their disposal or enjoying other
advantages which are difficult or impossible for Dur to have. Companies having large financial resources or a customer base may be
able to outperform Dur in terms of advertising expenditures, attracting key Dur’s employees by offering greater financial and incentive
rewards than Dur can offer, and allocating more resources to develop their products and expand their scope of work.

Competition may hinder Dur’s ability to increase or maintain its profit margins, as other companies seek to gain business through lower
prices and other customer incentives. As such, intense competition in Dur’s key business areas will limit its ability to implement its
growth strategy, increase its customer segments and expand its scope of operations. Dur’s profit margins and asset growth rates may
decrease, which will have an adverse effect on Dur’s business, financial position, results of operations and future prospects. As such,
this will have an adverse effect on Taiba after the Transaction Completion.
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1.5.12 Risks related to expropriation

The KSA Government and some government entities in the KSA are entitled to expropriate properties for public benefit (for example,
but not limited to, for the construction of roads and public facilities). In case of expropriation, the dispossession takes place after a
notice period that is not specified in the law, because its approval shall be based on a special law. Although the compensation may
be paid, there is a risk that the amount of compensation will be insufficient compared to the size of the investment, the loss of profit,
or increase in the investment value, since the compensation amount may be less than the market value of the property at the time of
dispossession or the value paid upon purchase. The expropriation of any Dur’s properties, if it occurs, will have an adverse effect on
Dur’s business, financial position, results of operations and future prospects, and therefore, will have an adverse effect on Taiba after
the Transaction Completion.

1.5.13 Risks related to the nature of realization or disposal of real estate assets

Real estate properties are considered highly non-liquid assets. Therefore, Dur may not be able to realize its real estate assets or sell
its projects under construction on time and at the ideal price. Therefore, if Dur is unable to dispose of its real estate assets on time,
this may significantly affect the desired return on the project or realized asset. This will have an adverse effect on Dur’s business,
financial position, results of operations and future prospects, and therefore, will have an adverse effect on Taiba after the Transaction
Completion.

1.5.14 Risks related to construction, contractors and other parties

Dur’s business depends on the correctness and safety of the design, construction and maintenance of its facilities, in addition to its ability
to complete the construction of its future projects which are currently underway. Any defects or errors in the design or construction
of the facilities, including any defects in materials used, design, safety standards, etc., may affect the operational performance of such
facilities. Dur may incur additional repair costs in order to repair these facilities, or it may incur financial and legal obligations due to
injuries to any tenant or visitor to its facilities, in addition to the consequential reputation damage. This will have an adverse effect on
Dur’s business, financial position, results of operations and future prospects, and therefore, will have an adverse effect on Taiba after
the Transaction Completion.

Construction works involve various risks that may affect progress and quality. Such risks include, for example, delay or inability
to obtain any or all of the licenses, permits and approvals required to carry out zoning, land use, construction, development and
occupancy works, unexpected engineering, environmental, or geological issues; defects in design or construction works, failure to
complete the projects as per the design specifications, shortages or defects in materials or equipment, labor shortages, increase in the
cost of building materials due to rising goods prices, inflation, etc., the contractors’ breach of their obligations, including contractors’
non-compliance with agreed time schedules, or bad weather conditions, natural disasters, and force majeure events.

Such risks, if materialized, may have an effect on Dur’s business, financial position, results of operations and future prospects. As such,
this will have an adverse effect on Taiba after the Transaction Completion.

1.5.15 Risks related to IT systems and cyber security

Dur’s ability to conduct its business and accurately and effectively control its operations and costs largely depends on its IT network
and its strong technical and cyber security systems. IT-related internal and external risks systems such as malware, programming
errors, attempts to penetrate Dur’s networks, lack of required updates or modifications, data breaches and human error, pose a direct
threat to Dur’s data and business. There is no guarantee that Dur will be able to address any cyber-attacks. The breaches of IT systems
will have an adverse effect on Dur’s business, financial position, results of operations and future prospects, and therefore, will have an
adverse effect on Taiba after the Transaction Completion.

Dur’s technical systems may be exposed to malfunctions due to unexpected force majeure events or cyber-attacks. Such events may
cause the loss of important information or the leakage of confidential and sensitive information related to Dur’s business or clients. This
may have an adverse effect on Dur’s business or may expose it to legal liabilities. In addition, Dur may incur significant operational
costs and consequences as a result of upgrading its IT systems, or adopting additional measures to protect its data or IT systems. The
facilities or systems of Dur or third-party service providers could also be vulnerable to security breaches, cyber-attacks, vandalism,
theft, viruses, loss or corruption of data, programming, human error or other similar events. Dur could hardly anticipate any breaches
of its information systems, take appropriate preventive measures, or promptly detect and address any threat. Any security breach,
cyber terrorism, sabotage, theft, viruses, loss or damage to data, software, or any human errors by any of Dur’s employees would have
an adverse effect on Dur’s business, financial position, results of operations and future prospects, and therefore, will have an adverse
effect on Taiba after the Transaction Completion.
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Information on the Market and Industry where Dur
Operates

The information contained in this section has been extracted from the market study report prepared by the market advisor on March
30, 2023G. Market information comprises information of a general nature. This information represents the market advisor’s views and
is not a guarantee of the nature of the market and the sectors or their future directions and forecasts. This information is provided as at
the date of the report and is subject to constant change, and this section will not be updated by the market advisor or others.

Taiba, members of its Board of Directors, its employees and its other advisors have not independently verified the validity of this
information and data, and therefore, no commitment or guarantee can be made regarding the accuracy or completeness of this
information, and these parties bear no responsibility to the accuracy or completeness of any of the information represented herein.

2.1 Macroeconomic Commentary

In recent years, the Kingdom of Saudi Arabia has seen sustained levels of economic growth which is expected to continue as the
economy diversifies from a singular oil-driven powerhouse to a new multi-faceted dynamic economy. This changing dynamic is
underwritten by the Saudi Vision 2030 that will help to enable this structural economic shift.

In this report we focus on the economic performance of the Kingdom of Saudi Arabia based on a set of key indicators listed below.
While the economy was impacted by the coronavirus pandemic in 2020G, the market has shown resilience in its recovery with some
positive trends already appearing in 2021. The economy has further recovered in 2022G.

2.1.1 Gross Domestic Product

Saudi’s real GDP declined by 4.1% year-on-year to SAR 2.5 trillion in 2020. It recovered in 2021 with a 3.2% increase year-on-year.
Oxford Economics has reported that the GDP for 2022G was SAR 2.9 trillion and is forecast to increase by 2.5% to reach SAR 3.05
trillion in 2023. Oxford Economics expect a GDP growth of 3.2% in 2024, as the economy slowly recovers, and oil demand starts
increasing.

2.1.2 Inflation

Saudi inflation rates fluctuated during 2021G because of the increase in the rate of VAT to 15%, which was implemented by the
government in July 2020G.

In 2021 Saudi inflation slowed, to a greater extent than initially anticipated, as the base effects from the tripling of VAT in 2020 began
to fade. This economic overperformance resulted in Oxford Economics lowering their forecast for 2022G overall to 2.6% (previously
3%). Oxford Economics also then forecast inflation to reach 2.5% in 2023G.

It is also noteworthy to confirm that the Saudi Arabian Riyal (SAR) is pegged to the United States Dollar (USD) at an exchange rate
of USD 1 equals SAR 3.75.

2.1.3 Population Growth

Oxford Economics estimated that the total population of Saudi Arabia increased by 2.5% in 2022G to reach around 36.8 million
people. It is projected to rise by an annual average rate of 2.4% over the next three years to reach 39.5 million by 2025G, partially
driven by increasing life expectancy.

2.1.4 Employment

Oxford Economics estimated that employment in Saudi Arabia increased by 3.5% year-on-year in 2022. This was primarily attributed
to a recovery in post pandemic business activity. Employment in Saudi Arabia is expected to recover and grow at an average annual
rate of 2.0% over the next three years to reach 14.3 million employed individuals by 2025G. It is expected as part of Vision 2030 that
the economic diversification and growth into new sectors will fuel increases in new employment.

2.1.5 Retail Spending

Despite an increase in the overall cost of living in Saudi Arabia, retail spending is expected to recover over the next few years due to
improving economic conditions. According to Oxford Economics, following a 7% year-on-year increase in 2021G, retail spending has
continued its recovery with a growth of 4% in 2022G and it is projected to continue its recovery in 2023G at 1.4%.
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2.1.6 Purchasing Managers’ Index (PMI)

Saudi Purchasing Managers’ Index (PMI) is a composite indicator designed to give a snapshot of operating conditions in the non-oil
private sector. The headline PMI averaged 56 between 2011-2020. It peaked at 62 in September 2014G and fell to a record-low of 42
in March 2020G as the COVID-19 pandemic led to a contraction in economic activity. Despite the PMI dropping to 56.9 in December
0f 2022 from 58.5 in November of 2022G, our understanding is that there has been an increase in economic activity and employment,
since then, indicating improving economic conditions across the Kingdom’s non-oil private sector.

2.1.7 Loan and Credit Growth

During Q3 2022, the Saudi Central Bank stated that consumer loan growth slowed down to 9% compared to the same period in 2021G,
with total loans amounting to SAR 448 billion. Real estate loans by banks increased by 24% in Q3 2022G, with loans amounting to
SAR 662 billion. The growth in residential real estate loans has been primarily driven by the Ministry of Housing’s efforts to expand
the mortgage market as the government pushes to boost homeownership in-line with Vision 2030.

2.1.8 Saudi Vision 2030

Saudi Vision 2030 aims to diversify the economy away from oil via the development of the private sector, growing SMEs, increasing
non-oil related exports and foreign direct investments, etc. Tourism is one of the key industries set up for growth within the Vision.
While several investments have already been made, PIF announced further plans to invest into mega-projects, including Qiddiya
entertainment city, the Red Sea Tourism Project, Amaala, and the NEOM project. These projects are currently under development.

2.2 Hospitality Market Commentaries

2.2.1 Riyadh Hospitality Market

Riyadh is the capital city of the Kingdom of Saudi Arabia and is at the heart of the long-term government initiative to reshape the
economy of the country and reduce its reliance on the oil-related sector.

The current market in Riyadh is focused on the corporate and government sectors resulting in the highest concentration of hotels being
located on King Fahd Road and Olaya Street, due to their proximity to the city’s Central Business District (CBD). However, a number
of key future developments such as KAFD to the north, the Diplomatic Quarter to the west as well as some north-eastern business
centres have started favouring less central locations and these are also now proving attractive from a hotel development perspective.

Based on data provided by Smith Travel Research (STR), Riyadh’s market performance in 2020G was heavily impacted by the
COVID-19 pandemic with a significant decline in Average Daily Rate (ADR) to SAR 544, a decline of 9% compared to 2019G. 2021G
ADR performance showed slight signs of recovery from COVID-19 especially in Q4 with an average increase of 19% when compared
to Q4 of 2020G. In 2022G however, ADR levels surpassed pre-pandemic levels with the highest ADR achieved in December at SAR
810. This represents a 28% year-on-year increase compared to December 2021G and has been primarily driven by an improving
economic, leisure and corporate landscape.

Riyadh hotel supply in 2022G comprised circa 20,700 hotel rooms and serviced apartments, the majority of which is leaning towards
the upper-upscale and upscale segments, that represent 56% of the total supply. Midscale hotels amount to 16% of the total supply.

Some of the current supply is aging and is often not aligned with international standards. As such, there remains a substantial market
gap for any new quality hotel developments as the older hotels are likely to be phased out, rebranded, and refurbished.

It is estimated that around 4,100 rooms will be added to the current supply in 2023G, bringing the overall total to around 24,800 rooms.
We estimate that around 12,100 rooms will enter the market between 2024G and 2030G, of which 25% will belong to the Luxury
segment, 21% to the Upper-upscale segment and 35% to the Upscale segment. The remaining rooms are planned for other categories
(Midscale and other). In addition, future projects are expected to include a growing share of hotel residences and apartments into their
proposed room mix.

2.2.2 Jeddah Hospitality Market

Jeddah is Saudi Arabia’s second largest city, located on the west coast adjacent to the Red Sea, and is the Kingdom’s primary domestic
tourist destination. It is also a major regional centre with many corporate and government offices.

The city benefits from an important and strategic location with its proximity to Makkah acting as a transport hub and conduit city for
many pilgrims visiting the Holy city. Jeddah’s hotel market is characterised by corporate and leisure/religious pilgrimage demand that
is supplemented by significant demand from local government.

Hotel performance is volatile, as occupancy is largely impacted by corporate demand, as well as other factors such as the weather,
religious pilgrimage, and public holidays.
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ADR levels in Jeddah have not yet surpassed pre-pandemic levels. Historically, ADR in 2020G and 2021G ranged between SAR 500
and 700. It is only since March 2022G, which coincides with Saudi’s lifting of all travel bans, that the ADR showed signs of recovery
with a year-on-year increase of 19%, when compared with March 2021G. During 2022G, ADR was at its highest from March to
October, peaking in July at SAR 928, which coincides with the Hajj period of that year.

We are of the opinion that supply in the city is expected to grow in the coming years as several projects are nearing completion;
however, many new projects have been placed on hold or discontinued due to COVID-19, which may result in the overall supply
growing less quickly.

The existing stock is concentrated towards the traditional CBD of Jeddah and the more leisure-oriented Corniche. Demand for the
leisure segment is expected to grow in line with regional population growth.

The future supply is focused on the north, with some additions in the Southern Corniche materialising through the New Jeddah
Downtown Project. More leisure-oriented developments, as well as affordable developments are aiming to capture more transiting
pilgrims and are expected to be developed in the strategic nodes of the city.

It is estimated that around 5,900 hotel and serviced apartment rooms will be added to the current hospitality stock in 2023G, bringing
Jeddah’s overall supply to around 25,400 rooms in 2024G. This room supply is expected to reach 28,900 by 2027G with the addition
of around 3,500 rooms consisting of 35% Upper-upscale, 39% Upscale and 11% Midscale. The remaining supply is planned in other
categories.

2.2.3 Makkah Hospitality Market

Given its status as Islam’s holiest city Makkah is the most important historic city in the Kingdom of Saudi Arabia. It is where the
world’s Muslim community are encouraged to perform a pilgrimage at least once in their lifetime.

The government recognises the important role that religious tourism can play in diversifying the economy away from oil and it is a
crucial component of the Saudi 2030 Vision. The Vision outlines plans to nearly triple the number of pilgrims to 42 million per year by
2030G (including 30 million international visitors).

In Makkah, the major demand generator is the Holy Mosque. The proximity to this holy site is an essential factor for hotel performance
as central hotels attract visitors the entire year and generate higher rates. Most of the supply in Makkah is in the central areas of Ibrahim
Al Khalil and Ajyad Streets, as well as Al Tayseer and Aziziya districts. Other hubs include Al Naseem and Mahbas al Jenn. Less
central hotels experience stronger ‘seasonality’ and often remain closed outside of the Hajj period.

Makkah’s highly seasonal hospitality market was severely impacted by the effects of the COVID-19 pandemic. In 2020G and 2021G,
Hajj and Umrah, Makkah’s biggest demand generators for hotels in the city, were effectively cancelled.

2022G showed strong levels of recovery with peaks in ADR in April at SAR 1,442 and July at SAR 1,016 respectively corresponding
to the Ramadan and Hajj periods of 2022G. According to our research, the total number of hotel and serviced apartment rooms in
2022G stood at approximately 146,000. 73% of this total is comprised of Midscale and Budget accommodation. Low grade 1-star and
2-star pilgrim accommodation represent a shadow supply that is not monitored (exact statistics are not available).

Future supply will be located in the central areas in the Jabal Omar project, the eastern areas of the King Abdulaziz Road Project, Rua
Al Haram and further away, the Al Naseem districts. Other projects such as Abraj Kudai to the south are expected to include a large
number of rooms. We believe future projects are expected to include a growing share of hotel residences and apartments.

The forecasted increase in supply in the next ten years is extremely large, with supply expected to near 230,000 rooms by 2030G. With
the planned increase in demand, we expect continued competition in the market that may limit growth and impact market rates as most
hotels try to maintain occupancy.

2.2.4 Madinah Hospitality Market

Madinah is the second Holy City in Saudi Arabia. In the centre of the city stands Al-Masjid Al-Nawabi Mosque (also known as the
Haram), that attracts Muslims from across the world as it is the burial location of the Prophet Mohammed. Other sites such as Masjid
Al-Quba attract visitors but to a lesser extent.

Religious visitation records strong seasonality patterns with limited demand during the low season, typically periods of the year with
lesser religious significance. Although the recent extension of Umrah visas has helped to increase visitation during low seasons, hotels
further away from the Haram remain closed during the low season. This trend is expected to continue over the short to medium term.

Hotel market performance was majorly impacted by the global pandemic with a significant drop in ADR compared to previous years.
Indeed, at its lowest, ADR reached SAR 309 in May of 2020G, a 48% decrease when compared to the ADR of May 2019. In Q4
2021G, ADR levels started to recover, reaching Q4 2019G levels. This pattern was also witnessed in Q2 and Q3 2022G, where ADR
levels surpassed pre-pandemic levels.
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According to our research, the total hospitality supply in 2022G reached circa 79,000 rooms. Around 59% of these are within the
Budget segment and are likely to be pilgrim accommodation rated 2-star and below, which are operating mainly during Ramadan and
Hajj. The existing quality hotel room supply (3-star and above) stands at approximately 32,000 rooms, with Madinah’s internationally
branded quality hotels being predominantly concentrated within a 400-metre radius of the Haram.

The future supply of rooms is expected to increase by 26,000 by 2027G. We also understand that there could be additional new room
supply within proposed developments that could increase this confirmed supply pipeline significantly. Despite the projected increase
in religious tourism, in line with the Saudi 2030 Vision, it is likely that the performance of the whole market will be impacted as new
hotels compete for market share in the mid to long-term.

2.3 Hospitality Investment Commentary

Most real estate investment transactions in Saudi Arabia are completed by GCC investors as to date the majority of overseas investors
have had limited access to transparent and tenable opportunities. Potential interest from non-GCC investors is further reduced by:

- Perceived uncertainty on the regional macroeconomic and geopolitical landscape;

- Lack of suitable, institutional grade product;

- Pricing (bid-ask spread);

- Availability and pricing of debt; and

- Limited transparency.

At this time, we consider there to be a four-tier investment market:

- Tier 1 - Local/GCC private investors;
- Tier 2 - GCC funds;
- Tier 3 - International financial institutions/funds; and

- Tier 4 - Government/quasi government investment funds (GCC).

Based on research provided by market experts, the investors which fall into tiers one and two view GCC and Saudi Arabian based
real estate investments significantly more favourably than tier three investors. Tier four investors are typically more engaged on the
development and M&A front as opposed to targeting income generating assets.

These general distinctions between the different investment tiers are due to several factors including:

- Familiarity with the local market;
- Investor sentiment and targeted return profile;
- Comparative ease to undertake a real estate transaction;
- Comfort with the risk profile; and
- Lack of ownership restrictions.
Real estate markets in the GCC region are considerably less transparent than in the west and as a result, the details of real estate

transactions are generally more difficult to obtain.

As a specialist class of real estate, hotel and hospitality transactions are even more difficult to obtain data for, as there is even more
confidentiality around the operating performance of these assets.
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2.3.1 Market Yield Evidence - Hotels

We have summarised in the graph below 20 transactions which we consider reflect the price/yield investors have been willing to pay
for hotels in Saudi Arabia.

These transactions include different operating structures such as vacant possession, management encumbered subject to a Hotel
Operating Agreement.

The analysed data set represents hotel deals from 2017G-2022G. In general, there has been a decrease in deal momentum since 2020G.
Accordingly, the data available for analysis is limited in comparison to previous years.

Average Yield per City per Year
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2.3.2 Freehold vs Leasehold Interests

Most of the real estate transactions that have completed are based on a freehold interest; however, there are also transactions that have
completed based on a leasehold interest. There is anecdotal market evidence to suggest that investors require a risk adjustment for
acquiring leasehold property in the order of 200 to 400 basis points from that of a freehold interest. The widespread in this quoted range
is primarily driven by the remaining term of the leasehold interest.

2.4 Office, Retail & Residential Market Commentary

2.4.1 Office Market in Rivadh & Jeddah

In 2022G, only 14,200 sq. m. and 25,600 sq. m. of gross leasable area (GLA) was delivered in Riyadh and Jeddah respectively. If
built as scheduled, the future supply pipeline for 2023G is relatively healthy, with around 629,000 sq. m. of floor space planned to be
completed in the capital and 78,000 sq. m. in Jeddah.

In the final three months of 2022G, the market-wide vacancy rate for Riyadh stood at 2%. The scarcity of Grade A floor space has led
to demand spilling over into well-located secondary buildings—some of which are now also registering 100% occupancy rates. The
limited availability of good quality office space and robust demand has meant that owners of under-construction projects are seeing
success in pre-leasing their space. Good quality offices in Jeddah also experienced robust demand in Q4 2022G, with the market-wide
vacancy rate at 7%. Most registered enquiries were for fitted space.

These healthy market fundamentals pushed up average Grade A lease rates in the capital by 16% year-on-year to SAR 1,700 per sq. m.
per annum. On the same basis, average Grade A office rents in Jeddah increased by 12% to nearly SAR 1,200 per sq. m. per annum.

Demand is also growing for co-working and serviced offices across Saudi Arabia, with start-ups and other small companies largely
driving take-up. Although this segment has historically accounted for a relatively small proportion of overall office stock, its share is
increasing as international operators expand their footprints.
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2.4.2 Retail Market in Rivadh & Jeddah

Over the course of last year, approximately 78,000 sq. m. of retail GLA was delivered in Riyadh—increasing the capital’s total stock
to 3.3 million sq. m. Over the same period, Jeddah’s retail stock increased by 25,000 sq. m. to 1.8 million sq. m. Assuming no delays,
around 729,000 sq. m. of retail floorspace is scheduled to be completed in Riyadh and Jeddah in 2023G, approximately 73% of this
being added in Jeddah.

Helped by their growing popularity among a younger demographic, strip retail and smaller shopping centres in the capital have been
performing well. Built-to-suit retail schemes leased to large anchors are also beginning to gain traction as they provide owners with
steady long-term income and tenants benefit from space which meets their requirements.

The F&B and entertainment segments have been doing particularly well since the easing of COVID-19 restrictions, with some large
mall owners reporting that footfall is approaching pre-pandemic levels. Average rents for super-regional and regional malls in Riyadh
grew by 2% annually in Q4.

Like Riyadh, F&B and entertainment in Jeddah has been outperforming. Similarly, retailers catering to the wellness segment have been
reporting healthy levels of activity. Generally, though, players in Jeddah’s retail sector have been more cautious—an exception bring
landlords seeking to attract international brands which do not currently have a presence in the country. In Q4 2022G, average rents for
super-regional and regional malls in the city were flat when compared to the same period of last year.

In-line with other parts of the region, malls in Saudi Arabia are introducing a number of newer retail concepts and are seeking to
broaden the variety of outlets within their properties to attract consumers. Sentiment appears to be improving, with weekly data on
points of sale transactions to mid-December suggesting that Q4 2022G will see a healthy annual increase across the two major cities.

2.4.3 Residential Sector in Riyvadh & Jeddah

Around 31,300 units were delivered in Riyadh over the course of 2022G, increasing its total stock to around 1.4 million residential
units. Over the same period, Jeddah saw the completion of around 8,300 units to bring the city’s total inventory to 853,000 units. In
2023G, approximately 32,000 units are scheduled to be completed in the capital and 35,000 in Jeddah. Most of this upcoming supply
is coming through master planned projects.

Across Riyadh’s residential sector, average prices increased by 4% year-on-year and average rents rose by 1% in the last three
months of 2022G. Over the same period, in Jeddah, average prices and rents recorded increases of 4% and 5%, respectively. Positive
momentum in residential performance has largely been driven by strong pent-up demand and the government introducing various
measures to facilitate homeownership among Saudi nationals. Looking forward, the launch of over 2,000 units in Riyadh by ROSHN
in November (after the roll-out and absorption of the first phase of the Sedra project) points to upbeat sentiment in the market. In the
long run, demand for residential dwellings is expected to continue to improve in Riyadh as the rising population equates to higher
levels of household formation. Looking specifically at apartment units, demand continued to grow strongly in Q4 2022G, with prices
registering growth of 8% year-on-year in both cities. On the same basis, rents for apartments grew by 10% in Riyadh and by 3% in
Jeddah. Generally, demand for apartments and small units has been rising across Saudi Arabia’s two largest cities due to a combination
of affordability, an influx of expatriates (as a growing number of international firms establish their presence) and Saudi nationals re-
locating from other parts of the country.
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The Transaction

3.1 Overview of the Transaction

On 03/11/1442H (corresponding to 13/06/2021G), Taiba and Dur announced start of the initial discussions for the merger of both
companies, based on which the two companies decided to start the necessary professional due diligence studies and negotiate the
merger and exchange the information. On 10/08/1443H (corresponding to 13/03/2022G), the two companies announced the suspension
of the initial discussions.

On 24/05/1444H (corresponding to 18/12/2022G), Taiba and Dur announced that they have returned to the discussion table to consider
a potential transaction. The two companies signed a memorandum of understanding on 23/05/1444H (corresponding to 17/12/2022G)
on a potential securities exchange transaction. Under the memorandum of understanding (“MoU”), both companies agreed that the
implementation structure of the potential transaction will be through share exchange offer to be made by Taiba (as the Offeror) to
Dur’s Shareholders (as the offeree) for acquisition of all Dur’s shares. Subject to the results of the professional due diligence studies
to be carried out by both companies, Dur’s Shareholders would receive one (1) new share in Taiba for every share they own in Dur.

On 18/09/1444H (corresponding to 09/04/2023G), Taiba made an announcement confirming signing the Implementation Agreement
and its firm intention to proceed with the Transaction and making an offer to Dur’s shareholders in this respect. The Implementation
Agreement included all the provisions and steps necessary to implement and complete the Transaction between both companies in
accordance with the provisions of Article (26) of the Merger and Acquisition Regulations. For more information on the provisions of
the Implementation Agreement, please refer to Section (5.2.5) (“Summary of the Implementation Agreement”).

Pursuant to the Implementation Agreement, Taiba shall acquire all Dur’s shares in consideration of issuance of Consideration Shares
to Dur’s Shareholders by increasing Taiba’s capital according to Article (75) of the Rules on the Offer of Securities and Continuing
Obligations and based on the final exchange ratio, whereby Dur’s Shareholders will obtain one (1) share in Taiba in consideration for
every Dur share they hold. The total Consideration Shares shall be one hundred million (100,000,000) shares fully paid at a nominal
value per share of SAR (10) so that the total nominal value of the Consideration Shares shall be SAR 1,000,000,000 (one billion Saudi
Riyals). These shares will be issued by way of increasing the share capital of Taiba by (62.32%) from SAR 1,604,574,830 (One billion,
six hundred four million, five hundred seventy four thousand, eight hundred thirty Saudi riyals) to 2,604,574,830 (two billion, six
hundred four million, five hundred seventy four thousand, eight hundred thirty Saudi riyals) and increasing the number of Taiba’s shares
from 160,457,483 (one hundred sixty million, four hundred fifty seven thousand, four hundred eighty-three) shares to 260,457,483
(two hundred sixty million, four hundred fifty seven thousand, four hundred eighty-three) shares. Upon the Transaction Completion,
the current Taiba’s Shareholders will own (61.6%) of Taiba’s share capital after the capital increase and Dur’s Shareholders will own
(38.4%) of Taiba’s share capital.

The total Transaction value will be determined according to the value of the Consideration Shares. The total nominal value of the
Consideration Shares is one billion (1,000,000,000) Saudi Riyals. The total market value of the Consideration Shares is two billion
nine hundred fifty million (2,950,000,000) Saudi Riyals based on the closing price of SAR (29.50) of Taiba’s share as on 15/09/1444H
(corresponding to 06/04/2023G) (which is the last trading day prior to the Implementation Agreement). The total value of the
Consideration Shares (as will be recorded in the financial statements of Taiba) will be determined at a later stage on the basis of the
closing price of Taiba’s share on the last trading day prior to the date of Transaction Completion.

As the final Exchange Ratio is an integer, Dur’s shareholders will have no fractions of shares.

It should be noted that no involuntary staff redundancies are expected as a result of the Transaction.
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The following table shows details of ownership in Taiba of each of the Substantial Shareholders of Taiba and Dur and the
public prior to and following the Transaction as of 16/03/1445H (corresponding to 01/10/2023G):

Pre-Completion Post-Completion
Shareholder No. of Shares in | Shareholding % | No. of Shares in

Taiba in Taiba Taiba in Taiba
Assila Investment Company 26,845,269 16.730% 53,989,053 20.729%
Mohammed Ibrahim Mohammed Al-Eissa 11,897,114 7.414% 23,898,563 9.176%
Mohammed Saleh Hamza Serafi 12,837,271 8% 12,837,271 4.929% @
Al-Salihat Trading and Contracting Holding Company 10,500,000 6.544% 10,500,000 4.031% ©
Public Investment Fund 5,484,374 3.418% 22,112,832 8.490% ©
Members of Taiba’s Board of Directors 5,298 0.003% 5,298 0.002%
Taiba’s senior executives @ N/A N/A N/A N/A
Public @ 92,888,157 57.890% 137,114,466 52.644%
Total 160,457,483 100% 260,457,483 100%

(M Based on the shares owned directly by Taiba’s directors only. For further information about indirect ownership and interest, please refer to Section (3.3)
(“Shareholding of Taiba’s Directors™).

@ Based on the shares owned directly by Taiba’s senior executives only.
®  Include all shares owned by non-Substantial Shareholders in Taiba and Dur and the directors and senior executives of Taiba

@ Mohammed Saleh Hamza Serafi will no longer be a Substantial Shareholder following the Transaction Completion given that his ownership in Taiba will fall
below 5%.

® Al-Salihat Trading and Contracting Holding Company will no longer be a Substantial Shareholder following the Transaction Completion given that his
ownership in Taiba will fall below 5%.

©  The Public Investment Fund is currently not a Substantial Shareholder in Taiba, however, following the Transaction Completion its ownership in Taiba will
increase to above 5%, making it a Substantial Shareholder.

The below diagram is a simplified description of the structure of Transaction:

| Dur Shareholders ‘ Taiba Shareholders ‘ | Dur Shareholders ‘ Taiba Shareholders
100% l 100% l 38.4% 61.6%
After
Dur Taiba " Taiba
100% l

Dur
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3.2 Transaction Rationale

This sub-section contains the views of Taiba on the expected benefits resulting from the Transaction. It further contains forward-
looking statements, which are subject to risks and uncertainties, and hence reliance should not be placed on such statements. For further
information on such risks, see the (“Important Notice”) section of this Circular.

Nothing contained in this sub-section is intended to be or shall be deemed to be a forecast, projection or estimate of the future financial
or operational performance of Taiba, Dur or the market, and no statement in this Circular should be interpreted to mean that earnings
per share for current or future financial periods of Taiba post- Transaction would necessarily match or exceed historical earnings per
share of Dur or Taiba shares.

The Transaction is expected to create a leading hospitality company (by number of hotel keys) in Saudi Arabia, with ownership and
management of multiple real estate properties in the hospitality and residential space across Saudi Arabia including hotels, serviced
apartments, residential properties, retail centres, etc.

The combination of the asset portfolios and the integration of operations is expected to result in an increased scale of operations,
improved access to real estate development opportunities, shared benefit of know-hows and expertise in hospitality and property
management, leverage and scale up owned brands (particularly Makarem) and strengthen capabilities on account of experience and
scale in partnerships with international hotel brands, which could ultimately increase competitive advantage and create a better value
proposition to the shareholders. In addition, Taiba post- Transaction is expected to be well positioned to support the Saudi economy
and play a proactive role in contributing to achieve Saudi Vision 2030 as well as being a key stakeholder in supporting and delivering
Saudi’s National Tourism Strategy. Set out below are the main motives and expected benefits of the Transaction:

* Scale, coverage, and profile: The two companies have a combined portfolio of 28 hotels with approximately 5,746
keys, 11 residential properties with approximately 1,519 units, 6 commercial centres spanning approximately 54,695
sqm. and multiple land plots, with a total combined revenue of SAR 898,678,992 and operating profit of SAR
195,145,576 (21.7% operating profit margin) based on the unaudited pro forma condensed consolidated financial
information for the year ended 31 December 2022G. Given this magnified footprint, post-transaction, Taiba is
expected to become one of the leading players in the hospitality business in the Kingdom.

¢ Pan KSA geographic footprint: The combination of Taiba and Dur will result in a large KSA footprint, expected to
enable them after the Transaction to capture demand from all client clusters in key cities such as Riyadh, Makkah,
Madinah, and Tabuk which is expected to further cement their brands and profile across the Kingdom.

* Capabilities: Post-transaction, Taiba plans to leverage Dur and Taiba’s existing and supplementary capabilities and
resources to achieve operational and commercial excellence, as well as deliver best-in-class customer experience.
After the Transaction, Taiba will have deep know-how and expertise in:

- Hospitality management and operations expertise that could be leveraged at scale across the combined
portfolio, as well as own brand to operate hotels in Makkah and Madinah (Makarem).

- Real estate property development expertise, both in hospitality projects and commercial centres development.

- Global partnerships and relationships, given experience in forming strategic partnerships with major
international flags such as IHG Hotels & Resorts and Marriott International.

e Catalysing delivery of Saudi Vision 2030: The Transaction can enable Taiba to play a vital role in unlocking
opportunities presented by Saudi Vision 2030’s transformational agenda. The scale of Taiba post- Transaction will
allow it to be well positioned to tap into key growth areas and become a key stakeholder in supporting and delivering
Saudi’s National Tourism Strategy.

* Revenue Synergy: After the Transaction, Taiba can leverage geographical complementarity of Dur and Taiba’s asset
portfolio across Saudi Arabia. The cumulative know-how of local market across several different cities in Saudi
Arabia (including major metropolitan cities like Riyadh and Jeddah, the holy cities of Makkah and Madinah, smaller
but upcoming cities like Tabuk and Jubail) is expected to be beneficial to Taiba post- Transaction. Further, Dur and
Taiba’s complementary footprint in the holy cities of Makkah and Madinah is expected to increase sale opportunities
and joint packages and strengthened market positioning and branding, driving both revenue uplift as well as customer
satisfaction, unlocking revenue synergies in near-medium term. Further, revenue synergy upside in medium — long
term can be expected from strategy driven value creation levers, with quantum of upside dependent on the strategy of
Taiba post- Transaction.

* Balance Sheet Synergy: Combining CAPEX spend of the two companies is expected to optimize procurement cost
driven by better negotiation with suppliers.

¢ Cost Synergy: The Transaction is expected to lead to efficiency improvements through economies of scale. The
Transaction is expected to unlock cost synergies after integration is complete, with significant value creation potential,
driven by increased scale, sharing of best practices and annual efficiency gains.
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The below illustration shows the properties of both Taiba and Dur as at 31 December 2022G.

Ilustration 1: Properties of the Companies

Ilustration 1.1: Taiba’s Properties (as at 31 December 2022G)

Commercial Centers Hotel
5 Centers (GLA 34,695 sqm) 6 Hotels (1,883 Keys)

Owned by Al-Aqeeq

(a wholly owned subsidiary)

Owned by Al-Ageeq
Owned and managed by Taiba (a wholly owned subsidiary)
but Managed by others

and managed by Taiba and managed by Taiba

4 Centers (19.5 Km?)

One Center (15.2Km?)

4 Hotels (1,506 keys)

2 Hotels (377 keys)

Taiba Suites Commercial center Deem Plaza, Taiba Suites Dar AlKouther Hotel
Madinah Riyadh Madinah Madinah
. . . Madinah Airport Hotel,
Taiba Front Commercial Center Taiba Front
Madinah
Madinah Madinah .
(Partially owned , 33.33%)
Taiba Madinah Hotel Taiba Madinah Hotel

commercial center

Al-Aqeeq Madinah Hotel

Commercial Center Al-Ageeq Madinah Hotel

Ilustration 1.2: Dur’s Properties (as at 31 December 2022G)
Hotel / Serviced Apartments Residential Retail
(22 Hotels / 3,863 Keys) (11 Properties / 1,519 units) (1 prop
wned" and Owned® but not Managed but not Managed but not ned and managed
managed by Dur owned by Dur

Owned® and

anaged by Dur managed by Dur owned by Dur

9 Hotels
(1,566 keys)

5 Hotels
(1,042 keys)

8 Hotels
(1,255 keys)

6 Properties
(1,180 units)

5 Properties
(339 keys)

1 property
(GLA®: 20km?)

Makarem Ajyad Riyadh Marriott Makarem Umm Al- Darraq Homes® Dur Al-Andalus Awal Plaza
Makkah Riyadh Qura - Makkah Riyadh Jeddah Riyadh
Holiday Inn & Suites Marriott Courtyard Makarem Al-Bait Dur Al-Wadi Dur Al-Rawdah
Tabuk DQ® - Riyadh Makkah Riyadh Jeddah
Holiday Inn & Suites ~ Marriott Hotel DQ® Makarem Mina Dur Al-Sharq Dur Al-Yasmin
Jubail Riyadh Makkah Riyadh Jeddah
Marriott Airport Marriott Excc. Makarem Al Shorofat Dur Twaiq Dur Al-Maather
Apartments
Riyadh gt Makkah Riyadh Riyadh
Crowne Plaza Riyadh Marriott EXSC(.Z) Shada Al-Shatea Nakheel Staff Dur Bader
Palace - Riyadh GraeSIDUSE W Housing - Jeddah Rivadh
Riyadh €dug iya

Shada Al Salamah

Dara Al-Rayyan

Crowne Plaza Staff

Jeddah Riyadh Housing - Riyadh
Dara Al-Salam Dara Alhamra
Jeddah Jeddah
Dara Quraish Dara Shafa Abha
Jeddah Abha
Dara Qurtobah -
Riyadh

Notes: In 2019G, Dur acquired 60% stake in Nuzul Shada Hospitality Company (“‘Shada Hospitality™)

@ TIncludes partial and full ownership and leased properties
@ DQ - Diplomatic Quarter
®  Includes 6 properties — Darraq-I, II, ITI, IV, V-A, and V-B

@ Represents available rental area for Awal Plaza; total land area is 40,675m?

Source: Dur
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3.3 Shareholding of Taiba’s Directors

The table below indicates the shareholding of Taiba’s directors and the size of their controlling share, if any, in Taiba or Dur as on
16/03/1445H (corresponding to 01/10/2023G):

=0 Shareholding in Taiba Shareholding in Dur
g
Wit iom § Indirect Indirect
E Interest® i Interest @
Mr. Ibrahim
i\gf;;ﬁrj‘fld President Elec"lz‘t'ive NA 1,000 170470062 17,048,006  10.62%  N/A  12,001,4499 12,001,449  12.001%
Eissa
Eng. Anas Vice Non-
Mohammed R . N/A 1,000 23,337,271® 23,338,271 14.544% N/A N/A N/A N/A
President Executive
Saleh Serafi
Mr. Ghassan Director Non- N/A 2,098 40,7209 42,818 0.03%  N/A N/A N/A N/A
Yasser Shalabi Executive
Mr. Basel
Mohammed Bin  Director Independent ~ N/A 100 N/A 100 0.0001%  N/A N/A N/A N/A
Jabr
Eng. Muhannad
Qusai Al Director independent N/A 1,000 N/A 1,000 0.0006% N/A N/A N/A N/A
Azzawi
Mr. Feras Non-
Salah-Adin Al- Director Executive PIF N/A 5,484,374© 5,484,374 3.418% N/A 16,628,458 16,628,458  16.628%
Qurashi
Eng.
%;Ej{:‘nr;‘ﬁ;ien Director ~ Independent N/A  N/A N/A N/A N/A N/A N/A N/A N/A
Al-Qurainis
Mr. Badr
Hamoud Al- Director Independent N/A 100 N/A 100 0.0001% 2,429 N/A 2,429 0.0002%
Badr
xr'sﬁ;‘fnif‘leh Dircctor ~ Independent N/A  N/A N/A N/A NA  NA N/A N/A N/A

Source: Taiba

M Indirect interest in shares directly owned by: (1) Companies controlled by the director; or (2) The directors relatives: wife, parents and children (3) entity
represented by directors.

@ The ownership of the father of, Taiba board member, Ibrahim Mohammed Al-Eissa in Taiba, which amounts to (11,897,114) shares, in addition to the ownership
of his father’s endowment amounting to (5,000,000) shares, in addition to the ownership of the mother of, Taiba board member, Ibrahim Mohammed Al-Eissa
in Taiba, which amounts to (149,892) shares.

& Represents the shareholding of the father of board member Ibrahim Mohammed Al-Eissa in Dur.

@ The ownership of the father of director Anas Mohammed Saleh Serafi, which amounts to (12,837,271) shares, in addition to the ownership of Al-Salihat
Trading and Contracting Holding Company, which amounts to (10,500,000), in which the director indirectly owns (24.5%).

®  Represents the shareholding of the daughter of board member Ghassan Yasser Shalabi.
©  Represents the shareholding of PIF, which is represented by director Feras Al-Qurashi.

3.4 Post completion governance of Taiba’s Board of Directors

Subject to obtaining the relevant regulatory approvals and approval of the shareholders in both companies, the two companies agreed
under the Implementation Agreement to take the necessary steps to modify the formation of Taiba’s Board of Directors after the
Transaction Completion. Dur will nominate three (3) members, or at least one third of the board members, to be appointed to Taiba’s
Board of Directors as of the Transaction Completion. Taiba will provide seats for nominees through the resignation of members or any
other way as Taiba may deem appropriate. It was also agreed that such appointments shall not breach the requirements of CMA rules
and regulations related to the independence of the Board members.

No otherwise planned changes to the governance of Taiba’s management have been agreed. These changes shall be effective only
on the date of completion of the Transaction. The current board of directors and executive teams of both companies will continue to
manage the two companies and act independently.

In addition, the two companies agreed to create a business integration committee to study the business integration plans and make
recommendations to Taiba’s Board of Directors after the Transaction Completion Steps related to business integration shall be taken
only after approval and completion of the Transaction.
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3.5 Related Parties and Conflicted Directors

As for the Related Parties, according to the Rules on the Offer of Securities and Continuing Obligations, Dur shall be a Related Party for
being controlled by a Substantial Shareholder in Taiba, Mr. Mohammed Ibrahim Mohammed Al-Eissa, who directly owns (12%) and
controls Assila Investment Company, which owns (27.14%) of Dur’s Shares). There is no party to the Implementation Agreement other
than Dur, therefore there are no other Related Parties according to the Rules on the Offer of Securities and Continuing Obligations.

According to the Merger and Acquisition Regulations, each of the following parties are Related Parties: The PIF as a Substantial
Shareholder in Dur with a representative in the Board of Directors of Taiba, and Mr. Ibrahim Mohammed Al-Eissa (Chairman of
the Board of Directors of Taiba) as a member of the Board of Directors of Taiba and of Assila Investment Company since Assila
Investment Company and Dur are under joint control of Mr. Mohammed Ibrahim Mohammed Al-Eissa, and both Mr. Mohammed
Ibrahim Mohammed Al-Eissa and Assila Investment Company as they are presumed to act in concert (since they are in the same group
as Assila Investment Company is controlled by Mr. Mohammed Ibrahim Mohammed Al-Eissa) and they collectively own more than
(20%) in both Taiba and Dur. Those Related Parties can vote on the Acquisition Resolutions only in one EGM of either company
according to the MARs and the exemption granted by the CMA (for more details about the exemption, please refer to Section (8)
“Exemptions”).

It is worth noting that a number of directors of Taiba have an interest in the Transaction. Mr. Ibrahim Mohammed Al-Eissa (as he is a
board member and a shareholder in Assila Investment Company, which is a substantial shareholder of Dur, and given his parents have
an interest in Dur’s shares); Mr. Ghassan Yasser Shalabi (as one of his relatives is a board member in Assila Investment Company,
which is a substantial shareholder in Dur); Mr. Feras Salah-Adin Al-Qurashi (as he is a representative of the Public Investment Fund
(on Taiba’s board), which is a substantial shareholder in Dur ); Mr. Mohammed Abdulmohsen Al-Qurainis (as he is a senior executive
in Assila Investment Company, which is a substantial shareholder in Dur); and Mr. Badr Hamoud Al-Badr (as he owns shares in
Dur and was its CEO from 2012G until 2019G) have declared their interest in the Transaction to the board of directors of Taiba and
subsequently abstained from voting on the board’s resolution to approve the Implementation Agreement.

There are also directors of Dur’s board who have an interest in the Transaction. Mr. Bader Bin Abdullah Al Issa (as he is a shareholder
of Taiba and the CEO of Assila Investment Company, which is a substantial shareholder in Taiba), Mr. Fahd bin Abdullah Al Issa
(as he is a board member of Assila Investment Company, which is a substantial shareholder in Taiba), and Mr. Mishary Bin Najy
Al-Ibrahim (as he is a shareholder in Taiba and a representative of PIF on Dur’s board; which in turn is a shareholder in Taiba) have
declared their interest in the Transaction to Dur’s board and subsequently abstained from voting on the board’s resolution to approve
the Implementation Agreement.

For more details in this regard, please refer to Section 3.5) (“Related Parties and Conflicted Directors”™).

The following table sets out the names and shareholdings of the Related Parties in relation to the Transaction as of 16/03/1445H
(corresponding to 01/10/2023G):

Direct Ownership in Taiba Direct Ownership in Dur

Name Nature of Relationship/ Conflict
No. of Shares | Shareholding % | No. of Shares | Shareholding %

Substantial shareholder in Dur

Public Investment Fund  and has a representative on the 5,484,374 3.418% 16,628,458 16.628%
board of Taiba
On the board of Assila and Taiba,

Ibrahim Mohammed and whereas, Assila and Dur are o

Al-Eissa jointly controlled by Mohammed 1,000 0.0006% N/A N/A
Ibrahim Mohammed Al-Eissa

Mohammed Ibrahim Presumed to act in concert (they N o

Mohammed Al-Eissa’ are in the same group due to 11,897,114 7.414% 12,001,449 12.001%

control of Mohammed Ibrahim

Mohammed Al-Eissa over Assila)
since they collectively own 20% 26,845,269 16.730% 27,143,784 27.144%

or more in Taiba and Dur

Assila Investment
Company

Total 44,227,757 27.563% 55,773,691 %55.717

"Mohammed Al-Eissa has an interest in both Taiba and Dur represented below:

- In Taiba: (1) the endowment of Mohammed Ibrahim Al-Eissa which owns (5,000,000) shares, (2) his wife’s ownership of (149,892) shares, (3) the
ownership of his son Abdulrahman Al-Eissa which amounts to (3,358,340) shares, (4) the ownership of his son Waleed Al-Eissa which amounts to (2,480)
shares, (5) the ownership of his son Ibrahim Al-Eissa which amounts to (1,000) shares. These shares represent (5.305%) of the capital of Taiba.

- InDur: (1) the ownership of his son Abdulrahman Al-Eissa amounting to (2,000,000) shares, (2) the ownership of his son Waleed Al-Eissa amounting to
(70,000) shares, (3) the ownership of his son Abdullah Al-Eissa (1,449) shares. These shares represent (2.071%) of Dur’s capital.
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The following table sets out the details of the ownership of the director of Taiba and Dur who are related parties in relation to the
Transaction as of 16/03/1445H (corresponding to 01/10/2023G):

Shareholdmg in Talba

Shareholding in Dur

M

Indirect Indirect
--

Taiba Conflicted Directors

Member of

the Board of
Directors and
shareholder of
Assila Investment
Company, one
of the major
shareholders of
Dur. His parents
also have an
interest in the
shares of Dur.

One of his
relatives is a
member of

the Board of
Directors of
Assila Investment
Company, one

of the major
shareholders of
Dur

Ibrahim
Mohammed
Ibrahim Al-
Eissa

Ghassan
Yasser
Shalabi

A representative
of the Public
Investment
Fund, a major
shareholder of
Dur

Feras
Salah-Adin
Al-Qurashi

Senior Executive
at Assila
Investment
Company, one
of the major
shareholders of
Dur

Mohammed
Abdulmohsen
Al-Qurainis

Owns shares in
Dur and was its
CEO from 2012G
to 2019G

Badr Hamoud
Al-Badr

1,000

2,098

N/A

N/A

100

17,047,006 17,048,006 10.62%

40,7204 42,818 0.03%

5,484,374 5,484,374 3.418%

N/A N/A N/A

N/A 100 0.0001%

N/A

N/A

N/A

N/A

2,429

12,001,449 12,001,449 12.001%

N/A N/A N/A

16,628,458 16,628,458  16.628%

N/A N/A N/A

N/A 2,429 0.0002%

Dur Conflicted Directors

Shareholder in
Taiba and CEO of
Assila Investment
Company; a
substantial
shareholder in
Taiba

Member of

the Board of
Directors of
Assila Investment
Company; a
substantial
shareholder in
Taiba

Bader Bin
Abdullah Al
Issa

Fahd bin
Abdullah Al
Issa
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Shareho in Tai Shareholding in Dur
AL Comiet ect Indirect Direct Indirect
ree Interest® tree Interest®
A shareholder
in Taiba and a
representative
Mishary Bin e und
Najy Al- 300 5,484,374®  5484,674 3.418% N/A 16,628,458® 16,628,458 16.628%
Ibrahim on the Board of

Directors of Dur,
which in turn is
a shareholder in
Taiba.

Source: Taiba and Dur, in relation to Dur’s board of directors

(M Shares in which they have an indirect interest, meaning shares directly owned by: (1) companies controlled by the member, (2) the member’s relatives, i.e.,
his spouse, parents and children, or (3) the entity in which the member represents.

@ The ownership of the father of, Taiba board member, Ibrahim Mohammed Al-Eissa in Taiba, which amounts to (11,897,114) shares, in addition to the ownership
of his father’s endowment amounting to (5,000,000) shares, in addition to the ownership of the mother of, Taiba board member, Ibrahim Mohammed Al-Eissa
in Taiba, which amounts to (149,892) shares.

©®  Represents the ownership of the member’s father, Ibrahim Mohammed Al-Eissa, in Dur.

@ Represents the ownership of the daughter of director Ghassan bin Yasser Shalaby.

©® Ownership of the Public Investment Fund, which is represented by Member Firas Al-Qurashi.
©  Represents the ownership of director Bader Al-Issa’s father.

(™ Represents the ownership of director Fahad Al-Issa’s father.

®  Represents the ownership of PIF which is represented by director Mishary Al-Ibrahim.

3.6 Pre-Completion and Post-Completion Shareholding Structure

The following table shows details of ownership in Taiba of each of the Substantial Shareholders of Taiba and Dur and the public prior
to and following the Transaction Completion as of 16/03/1445H (corresponding to 01/10/2023G):

Pre-Completion Post-Completion
Shareholder

No. of Shares | Shareholding % | No. of Shares | Shareholding %

Assila Investment Company 26,845,269 16.730% 53,989,053 20.729%
Mohammed Ibrahim Mohammed Al-Eissa 11,897,114 7.414% 23,898,563 9.176%
Mohammed Saleh Hamza Serafi 12,837,271 8% 12,837,271 4.929%®
Al-Salihat Trading and Contracting Holding Company 10,500,000 6.544% 10,500,000 4.031%®
Public Investment Fund 5,484,374 3.418% 22,112,832 8.490%©
Members of Taiba’s Board of Directors" 5,298 0.003% 5,298 0.002%
Taiba’s senior executives?® N/A N/A N/A N/A
Public® 92,888,157 57.890% 137,114,466 52.644%
Total 160,457,483 100% 260,457,483 100%

™ Based on the shares owned directly by Taiba’s directors only. For further information about indirect ownership and interest, please refer to Section (3.3)
(“Shareholding of Taiba’s Directors”™).

@ Based on the shares owned directly by Taiba’s top executives only.
® Include all shares owned by non-Substantial Shareholders in Taiba and Dur and the directors and top executives of Taiba.

@ Mohammed Saleh Hamza Serafi will no longer be a Substantial Shareholder following the Transaction Completion given that his ownership in Taiba will fall
below 5%.

©® Al-Salihat Trading and Contracting Holding Company will no longer be a Substantial Shareholder following the Transaction Completion given that his
ownership in Taiba will fall below 5%.

©  The Public Investment Fund is currently not a Substantial Shareholder in Taiba, however, following the Transaction Completion its ownership in Taiba will
increase to above 5%, making it a Substantial Shareholder.
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3.7 Overview of Dur’s Operations

3.7.1 Incorporation and Shareholding Structure

Dur Hospitality Company is a listed joint stock company on the Saudi Exchange (Tadawul). It was incorporated as a Saudi joint stock
company registered in the city of Riyadh, where its head office is located, by virtue of Royal Decree No. (M/69) and registered in the
Commercial Registry under No. (1010010726) dated 06/01/1397H (corresponding to 27/12/1976G).

Dur directly carries out its activities and through a number of subsidiaries, whose details are mentioned in Section (3.7.5) (“Dur’s
Subsidiaries”) below.

Dur’s current capital is one billion one billion (1,000,000,000) Saudi Riyals divided into one hundred million (100,000,000) ordinary
shares of equal value with nominal value of SAR 10 per share. The below table shows Dur’s shareholding as of the date of 16/03/1445H
(corresponding to 01/10/2023G):

Assila Investment Company 27,143,784 27.144%
Mohammed Ibrahim Mohammed Al-Eissa 12,001,449 12.001%
Public Investment Fund 16,628,458 16.628%
Dur Board Members ! 6,715 0.007%
Dur Executives? N/A N/A
Public? 44,219,594 44.220%
Total 100,000,000 100%
Source: Dur

™ Based on the shares directly owned by the board member in Dur. For more information on the indirect ownership and interest, refer to section (3-7-6) (“Dur’s
Directors and Executives”).

@ Based on the shares directly owned by substantial shareholders in Dur.

® It means all shares except those directly held by the Substantial Shareholders.

3.7.2 Dur’s Business Activities

The activities of Dur, under its Articles of Association, are indicated below:

1. Construction, ownership, management, operation, investment, purchase, participation, rental, and lease of hotels,
restaurants, motels, rest houses, entertainment centers, travel and tourism agencies, and private beaches of all levels
and sizes, in cities, highways and tourist areas.

2. Ownership and purchase of lands, real estates and properties, as well as their development, division and sorting.
Construction of residential, commercial and hotel buildings, in addition to their sale, conveyance, or lease, and their
utilization by all means and real estate management, for the benefit of the Company or third parties; and performance
of the operation and maintenance works.

3. Provision of services to Umrah pilgrims and visitors of the Prophet’s Mosque.

4. Conducting all the basic and intermediate works required to carry out, process and initiate the various aspects of the
aforementioned business activities, in accordance with the purposes for which they are intended.

5. Achievement of a high-level service, and the services provided in such locations, and their processing in accordance
with their degree in a manner approved by Dur’s Board of Directors.

According to its commercial register, Dur’s business activities are as follows:

Management and leasing of owned or leased properties (residential).

Management and leasing of owned or leased properties (non-residential).

Property management activities for a commission.

General construction of residential buildings.

General construction of non-residential buildings such as schools, hospitals, hotels, etc.
Hotels.

Hotel apartments.

Holiday home chalets.

L N kWD

Restaurants with service.
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Dur’s activities and properties are concentrated in the KSA. Dur’s main activities can be summarized in three (3) main categories of
properties and assets, as follows:

First: Properties owned or leased by the Company, and managed by other operators:

1.

Riyadh Marriott Hotel: A (5) star hotel features (418) rooms and suites. It is located in Riyadh and operated by
Marriott International Company.

Courtyard Riyadh Hotel - Diplomatic Quarter: A (4) star hotel features (286) rooms and suites. It is located in
Riyadh and operated by Marriott International Company.

Marriott Executive Apartments: A (4) star apartment features (118) suites. It is located in Riyadh and operated by
Marriott International Company.

Marriott Hotel - Diplomatic Quarter: A (5) star hotel features (80) rooms. It is located in Riyadh and operated by
Marriott International Company.

Marriott Executive Apartments - Diplomatic Quarter: A (4) star apartments feature (140) executive apartments. It
is located in Riyadh and operated by Marriott International Company.

Second: Properties owned or leased by the Company, and managed by Dur or its subsidiaries:

1.

10.

11.

12.

13.

14.

15.

Makarem Ajyad Makkah Hotel: A (5) star hotel features (411) rooms and suites. It is located in Makkah and
operated by Dur under Makarem Brand.

Holiday Inn Tabuk Hotel: A (4) star hotel features (83) rooms and suites. It is located in Tabuk and operated by Dur.

Riyadh Airport Marriott Hotel: A (5) star hotel features (339) rooms and suites. It is located in Riyadh and operated
by Dur.

Crowne Plaza Riyadh Palace Hotel: A (4) star hotel features (304) rooms and suites. It is located in Riyadh and
operated by Dur.

Holiday Inn Hotel & Suites Al Jubail: A (4) star hotel features (144) rooms and suites. It is located in Al Jubail and
operated by Dur.

Darraq Homes - Diplomatic Quarter: A residential compound features (434) residential units. It is located in Riyadh
and operated by Dur.

Dur Al Wadi Residential Compound: A residential compound features (66) residential units. It is located in Riyadh
and operated by Dur.

Awal Plaza: A mall having a rentable area of 40,674 m? space, and is located in Riyadh, and operated by Dur.

Dur Al Sharq Residential Compound: A residential compound features (35) villas and (259) rooms. It is located in
Riyadh and operated by Dur.

Dur Twaiq Residential Compound: A residential compound features (485) residential units. It is located in Jeddah
and operated by Dur.

Dara Al-Salam: Serviced apartments which feature (50) apartments. It is located in Jeddah and operated by Nuzul
Shada Hospitality Company.

Shada Executive Compound - Al Salamah: A (3) star hotel featuring (88) hotel rooms. It is located in Jeddah and
operated by Nuzul Shada Hospitality Company.

Dara Quraish: Serviced apartments featuring (28) apartments. It is located in Jeddah and operated by Nuzul Shada
Hospitality Company.
Dara Hamra: Serviced apartments featuring (29) apartments. It is located in Jeddah and operated by Nuzul Shada
Hospitality Company.

Dara Qurtubah: A (3) star hotel featuring (59) hotel rooms. It is located in Riyadh and operated by Nuzul Shada
Hospitality Company.

Third: Properties owned by third parties, and managed by Dur or its subsidiaries:

1.

Makarem Umm Al Qura Hotel: A (5) star hotel features (336) rooms and suites. It is located in Makkah and operated
by Dur under Makarem Brand.

Makarem Al-Bait Hotel: A (4) star hotel features (270) rooms and suites. It is located in Makkah and operated by
Dur under Makarem Brand.

Makarem Mina Hotel: A (4) star hotel features (294) rooms and suites. It is located in Makkah and operated by Dur
under Makarem Brand.
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4.  Makarem Al Shorofat Hotel: A (3) star hotel features (104) rooms and suites. It is located in Makkah and operated
by Dur under Makarem Brand.

5.  Dur Al-Andalus Compound: A residential compound features (30) furnished residential villas. It is located in Jeddah
and operated by Dur.

6.  Dur Al-Rawdah Compound: A residential compound features (28) furnished residential villas. It is located in Jeddah
and operated by Dur.

7.  Dur Bader Compound: A residential compound features (40) furnished residential villas. It is located in Riyadh and
operated by Dur.

8.  Dur Al Yasmin Compound: A residential compound features (171) furnished residential units. It is located in Jeddah
and operated by Dur.

9.  Dur Al-Maather Compound: A residential compound features (73) furnished residential villas. It is located in
Riyadh and operated by Dur.

10.  Shada Hotel - Al Shatila: A (3) star hotel featuring (94) hotel rooms. It is located in Jeddah and operated by Nuzul
Shada Hospitality Company.

11.  Dara Al Rayan: Serviced apartments featuring (48) apartments. It is located in Riyadh and operated by Nuzul Shada
Hospitality Company.

3.7.3 Overview of the Brands

Dur has a number of franchise agreements or management agreements which are concluded between Dur and its subsidiaries with
companies that own international brands. Such agreements grant Dur or its subsidiaries the right to operate and manage a number of
internationally branded hotels in the KSA or to transfer their management to operators of these brands. Such brands include Holiday
Inn, Crowne Plaza and Marriott.

In addition, Dur owns a number of local brands that it uses for a number of its hotels and properties. Such brands include, for example,
“Makarem” for hotels in the Two Holy Mosques,” Darraq” for residential compounds, ”Dara” for residential apartments, ”Shada” for
hospitality, among other brands.

3.7.4 Projects under study or implementation

Dur and its subsidiaries study, implement and develop a number of projects, including the development of Rixos Jeddah Resort
(formerly: Makarem Al Nakheel Village), the construction of Darraq Alhada Complex, the development of a ballroom at Holiday
Inn Tabuk Hotel, the development of Makarem Al Madinah Hotel, and the Smart Area Hotel development project. Dur is currently
studying the expansion of Makarem Ajyad Makkah Hotel.

3.7.5 Dur’s Subsidiaries

The following table shows a list of companies in which Dur directly or indirectly holds any stakes, shares or ownership rights. It should
be noted that all these companies are established and operate in the KSA.

Provision of hospitality services, construction

Sofraa Al Ewaa Hospitality Co LLC 100% of hotels, hotel apartments, palaces, and
ballrooms.
qu:;;lxl; Maintenance and Operation LLC 100% Building and Construction
Al-Sarh Al-Aneck Operation and LLC 100% Provision of operation and maintenance
Maintenance Company ’ services.
. Management and operation of residential and
0,
Ideal Projects Company LLC 100% non-residential propertics.
Dur Communities Compan LLC 100% Management and leasing of owned or leased
pany ‘ residential and non-residential properties.
Makkah Hotels Company LLC 99.44% Accommodation
Annakheel for Tourist Areas Company LLC 98.73% Gel'{eral construct.l on, management anfi
operation of properties and accommodation.
Tabuk Hotels Company LLC 97 14% Construction of hotels and the required hotel

and service facilities.

Ownership, purchase, management and
LLC 95% development of properties, and construction
of residential and commercial buildings.

Al Sawaed Al Kareemah Investment and
Development Company
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Saudi Hotels Services Company 70% Accommodations management.

Accommodation and catering activities and

- o
Nuzul Shada Hospitality Company LLC 60% real estate activities.

General construction, hotel management and

0, )
Smart Zone Hotel Company LLC 84% operation.
Establishment and construction of a hotel
. * 0,

Madinah Hotels Company LLC 50% compound
Al Madina Tower Real Estate Co LLC 49% General construction, management and

operation of properties and hotel apartments.

. Closed joint stock

25% Development of heritage hotels.
company

Saudi Heritage Hospitality Company (Nuzul)

National Company for Tourism (Syahya) LLC 1.67% Provision of hospitality services.
Source: Dur

" Under write-off or liquidation.

3.7.6 Dur’s Directors and Executives

Dur’s incumbent Board of Directors consists of nine (9) directors who were appointed by the Extraordinary General Meeting held on
01/05/1443H (corresponding to 05/12/2021G). Dur has an audit committee. Its Board has sub-committees, including the Remuneration
and Nomination Committee and Investment Committee. These committees assist the Board of Directors in following up on and
reviewing Dur’s activities and provide the necessary guidance to the management.

The term of Dur’s incumbent Board extends for three years, commencing from 28/05/1443H (corresponding to 01/01/2022G) and
ending on 30/06/1446H (corresponding to 31/12/2024G). The below table shows Dur’s directors and their positions and membership
capacity, the entities represented by the directors, and their ownership in both Dur and Taiba as of 16/03/1445H (corresponding to
01/10/2023G), as follows:

Shal eholding in Dur Shareholding in Taiba

Indirect Indirect o

Entity
Represented

o,
o=

ZE
)
]
2 2
gE =
20
2

Chairman of

]X[;a]jﬁ:; IXTlssa the Board of ~ Non-executive - 1,485 1,4499 2934 0.0029% 25 N/A 25 0.00002%
Directors
Mr. Fahd bin gﬁg;%an o
Abdullah Al- the Board of Non-executive - 1,100 N/A 1,100 0.0011% N/A N/A N/A N/A
Qassim Directors
Mr. Jihad Bin
Abdulrahman Director Independent - 1,000 N/A 1,000 0.001% N/A N/A N/A N/A
Al-Qadi
]/\\41? ii'f[:tﬁl‘zul Director Non-executive - 1,000 N/A 1,000 0.001%  N/A N/A N/A N/A
Mr. Talal Bin
Abdul Mohsen  Director Independent - 100 N/A 100 0.0001% N/A N/A N/A N/A
Al-Malafekh
Mr. Faris Bin
Ibrahim Al- Director Independent - 1,000 N/A 1,000 0.001% N/A N/A N/A N/A
humaid
Mr. Fahd bin . .
- R ©) o
Abdullah Al Issa Director Non-executive 30 1,449 1,479 1.0014% N/A N/A N/A N/A
. . Public
Mishary Bin . . 4 n
Naiy Al-Tbrahim Director Non-executive Investment  N/A 16,628,458% 16,628,458  16.628% 300 5,484,3749 5,484,674 3.418%
vy Fund
Mr. Abdullah
Bin Tarek Al Director Independent - 1,000 N/A 1,000 0.001% N/A N/A N/A N/A
Kasabi
Source: Dur

(M Indirect interest includes shares directly held by (1) the Director’s relatives (spouse, children and parents), or (2) companies controlled by the Director, or (3)
the entity represented by the Director.

@ Represents shares held by the father of Director Badr Al Issa.
©®  Represents shares held by the father of Director Fahd Al Issa.
@ Represents the ownership of the Public Investment Fund, represented by the board member Mishary Al-Ibrahim
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With regard to the senior executives, the following table shows Dur’s senior executives and their positions:

Mr. Sultan bin Badr Al-Otaibi CEO
Mr. Amin Bin Abdullah Al Bukhari CFO
Mr. Abdulaziz Bin Munir Alkadi CHRO
Mr. Ahmed bin Mubarak Baharethah Accounting Management Director and Board Secretary
Mr. Hassan Ahdab President of Hotel Operation
Mr. Bassam Khalifeh Vice President - Projects
Mr. Rami Bissat Vice President - Investment
Mr. Omar Issa Director of Strategy
Mr. Hamad AlSalman Director of Marketing & Corporate Communications
Mr. Yasser Taha Director of Asset Management
Mr. Meshary Al-Mutairi Director of Property Management
Mr. Ahmed Alosaimi Director of Facilities Management
Source: Dur

3.7.7 Lawsuits and claims against Dur

As of 16/03/1445H (corresponding to 01/10/2023G), Dur is a party to a number of cases. The total number of lawsuits filed by Dur
(as a plaintiff) is (13) cases. The majority of these cases relates to the collection of real rents, the eviction of properties, and the late
payment of rents, which are usual matters in the course of Dur’s business. The total amounts claimed are about (SAR 4,141,891),
noting that this amount is approximate since the total amount of claims under these cases may be higher or lower, as some of these
cases do not include a specific financial claim amount. It should be noted that Dur did not make any financial provision and did not
write off or derecognize any debts in connection thereof.

Dur recently settled a substantial lawsuit with a local financial institution, challenging the validity of two interest rate swap agreements.
Under the settlement agreement, the local financial institution terminated one of the two interest rate swap agreements (the Saudi
Riyal contract), and Dur accordingly reimbursed the full amount of profits received as a result of this agreement to the local financial
institution amounting to (SAR 3,014,525.78). Dur also paid 70% of the outstanding amount resulting from the other interest rate
swap agreement (USD contract), amounting to (USD 7,170,148.38), and the local financial institution bore the remaining 30% of the
outstanding amount resulting from the USD contract.

In addition, Dur has obtained a number of final judgments or order instruments whose execution procedures have not been completed,
as Dur is still in the process of collecting these amounts. The total amounts due thereunder to Dur are approximately (SAR 66,203,951).
It should be noted that Dur did not make any financial provision for these cases, and did not write off or derecognize any debts in
connection thereof.

Dur confirmed to Taiba — during the professional due diligence studies — that there is no lawsuit or claim (including any pending or
threatened lawsuit) that could have a material effect on the business of Dur and its subsidiaries, or its financial position.

For more information on risks related to legal disputes, please see Section (1.3.2) (“Risks related to legal disputes”).

Source of information for this Section (3.7) (“Overview of Dur’s Operations”): Dur.

3.8 Valuation of Dur

The Exchange Ratio (which determines the number of shares that will be issued to Dur shareholders in Taiba as a result of the
Transaction) was agreed between Taiba and Dur following detailed commercial negotiations between the companies. In negotiating
the Exchange Ratio, Taiba made reference to advice and assistance from its respective advisers and a detailed review of due diligence
information on Dur’s businesses.

In reaching agreement on the Exchange Ratio, a number of valuation methodologies relating to the Transaction have been considered
by Taiba, taking into account the valuation analysis performed by J.P. Morgan Saudi Arabia Company, including the following:

- Discounted cash flow analysis (DCF)

- Discounted cash flows were calculated based on certain internal financial analyses and projections for Taiba and
certain financial analyses and projections for Dur, as prepared by Taiba and Dur respective management teams.
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- These cash flows are discounted using an appropriate discount rate to offset the risk to the present value of
companies according to the asset sectors.

- Trading multiples (FV/EBITDA)

- Benchmarking against selected listed sector businesses; similar growth profiles and risks, market data was
obtained by using market data sources such as the Saudi Stock Exchange (Tadawul) and FactSet.

Based on the aforementioned valuation methodologies and after the review of all the valuation methodologies by Taiba and its financial
advisor, an Exchange Ratio range was determined between 1.05 to 1.21 shares in Taiba for each share in Dur which was used as a
basis for agreeing the final exchange ratio based on the discounted cash flow analysis methodology, while being supported by the other
aforementioned valuation methodology.

Taiba received advice from its respective advisors, in addition to undertaking a comprehensive due diligence exercise on the business
of Dur and conducting relevant synergy analysis, and evaluating the current position of Dur to agree the final exchange ratio.

With the above considered, a final exchange ratio of 1.00 share in Taiba for each share in Dur was agreed. This implies a total
number of fully paid-up Consideration Shares to be issued of one hundred million (100,000,000) shares. The total nominal value
of the Consideration Shares is one billion (SAR 1,000,000,000) Saudi riyals based on a SAR 10 nominal share value for Taiba. The
total market value of the Consideration Shares, as determined on the basis of the Exchange Ratio and the closing price of SAR 29.50
per Taiba share on 15/09/1444H (corresponding to 06/04/2023G) (the last business day prior to the signing of the implementation
agreement), is Two billion nine hundred and fifty million (SAR 2,950,000,000) Saudi riyals implying a per share value of SAR 29.50
per outstanding DUR share which represents: (i) a premium of 22.51% to the closing share price of Dur of SAR 24.08 in the Saudi
Exchange on 15/09/1444H (corresponding to 06/04/2023G), (the last trading day prior to the date of the implementation agreement
announcement), and (ii) a premium of 31.00% to the unaffected share prices of Taiba and Dur, which are the closing share price
of Taiba of SAR 25.10 and the closing share price of Dur of SAR 19.16 in the Saudi Exchange on 21/05/1444H (corresponding to
15/12/2022G), (the last trading day prior to both companies’ announcement on 24/05/1444H (corresponding to 18/12/2022G) in
respect of signing a non-binding memorandum of understanding in relation to the Transaction). The total value of the Consideration
Shares (as will be recorded on the financial accounts of Taiba) will be determined at a later stage on the basis of the closing price of
Taiba shares on the last trading day prior to the Transaction Completion.

J.P. Morgan Saudi Arabia Company, in its capacity as financial advisor to Taiba, rendered its fairness opinion on the Exchange Ratio
to the Taiba board of directors on 09/15/1444 AH (corresponding to 06/04/2023G), to the effect that, as of such date and based upon
and subject to the factors and assumptions set forth in the written fairness opinion, the Exchange Ratio pursuant to the Implementation
Agreement was fair from a financial point of view to Taiba.

J.P. Morgan Saudi Arabia Company, in its capacity as Financial Advisor to Taiba, provided its opinion solely for the information and
assistance of the Taiba board of directors in connection with its consideration of the Transaction. As such, the J.P. Morgan Saudi Arabia
Company opinion is not a recommendation as to how any Taiba Shareholder should vote with respect to the Acquisition Resolutions
or any other matter.

The following documents were reviewed by J.P. Morgan Saudi Arabia Company in providing its fairness opinion that the Exchange
Ratio pursuant to the Implementation Agreement was fair from a financial point of view to Taiba: (i) execution version dated
15/09/1444H (corresponding to 06/04/2023G) of the Implementation Agreement; (ii) draft of the Offer Document with respect to
the Transaction; (iii) certain publicly available business and financial information concerning Dur and Taiba, the industries in which
they operate and certain other companies engaged in businesses comparable to them; (iv) proposed financial terms of the Transaction
in comparison with publicly available financial terms of other certain transactions involving companies deemed relevant and the
consideration received for such companies; (v) the financial and operating performance of Dur and Taiba in comparison with publicly
available information concerning certain other companies deemed relevant including the review of current and historical market prices
of Dur shares and Taiba shares and certain publicly traded securities of such other companies; (vi) the audited financial statements of
Taiba and Dur for the fiscal years ended on 31 December 2020, 2021 and 2022; (vii) certain internal, unaudited financial analyses,
projections, assumptions and forecasts prepared by or at the direction of the managements of Dur and Taiba relating to their respective
businesses for the fiscal years ended 31 December 2020, 2021 and 2022, (viii) as well as the estimated amount and timing of the cost
savings and related expenses and synergies expected to result from the Transaction; and (ix) other financial studies and analyses and
considered such other information as deemed appropriate for the purposes of arriving at the opinion that the Exchange Ratio pursuant
to the Implementation Agreement was fair from a financial point of view to Taiba.

Furthermore, J.P. Morgan Saudi Arabia Company has held discussions with certain members of the management of Dur and Taiba
with respect to certain aspects of the Transaction, and the past and current business operations of Dur and Taiba, the financial condition
and future prospects and operations of Dur and Taiba, the effects of the Transaction on the financial condition and future prospects of
Taiba, and certain other matters necessary or appropriate to the opinion.

The full text of the written opinion of J.P. Morgan Saudi Arabia Company, dated 15/09/1444H (corresponding to 06/04/2023G) , which
sets forth assumptions made, procedures followed, matters considered and limitations on the review undertaken in connection with the
opinion, is attached as Annex 2 to this Circular.
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The following table summarizes the results of the agreed valuation:

Agreed exchange rate 1 share in Taiba for each share in Dur

One hundred million (100,000,000) fully paid, with a nominal value of ten (10)
Saudi riyals per share

One billion (1,000,000,000) Saudi riyal, based on a nominal value of SAR 10 per
share

Two billion, nine hundred and fifty million (SAR 2,950,000,000) Saudi riyals
based on Taiba share price as of 15/09/1444H (corresponding to 06/04/2023G)
of SAR 29.5 (the day prior to the execution of the Implementation Agreement),
implying per share value of SAR 29.5, representing a premium of 22.51% to
the closing share price of Dur of SAR 24.08 on 15/09/1444H (corresponding
to 06/04/2023G) (the last trading day prior to the announcement of the
Memorandum of Understanding).

The total market value of the consideration shares  The total value of the Consideration Shares (as will be recorded on the financial
accounts of Taiba) will be determined at a later stage on the basis of the
closing price of Taiba share on the last trading day prior to the Effective Date
of the Transaction. It should be noted that determining the total value of the
Consideration Shares may affect the determination of the value of goodwill (For
further information relating to goodwill impairment following the Transaction,
see Section (1-1-13) “Risks relating to post-Completion goodwill impairment” of
this Circular

The total number of consideration shares

The total nominal value of the consideration shares

Agreeing on the exchange ratio is a decision that depends on a number of factors and assumptions that cannot be predicted precisely
or with certainty by the Board of Directors of Taiba. For more details on the risks related, please see section (1.1.16) (“Risks related to
the fluctuations of Taiba’s share price”) and section (1.1.7) (“Risks related to the Financial Advisor’s independent advice”).

3.9 Summary Consolidated Proforma Financial Statements (Unaudited)

Introduction

The accompanying unaudited pro forma condensed consolidated financial information and related notes (the ‘‘Unaudited Pro
Forma Financial Information’’) have been prepared pursuant to, and for the purpose of illustrating the anticipated effects, of the
Implementation Agreement executed between Taiba Investments Company (“Taiba”) and Dur Hospitality Company (“Dur”) dated
17/9/1444H (corresponding to 8/4/2023G), on the consolidated financial position and consolidated financial performance of Taiba.
Pursuant to the Implementation Agreement, Taiba will make an offer to acquire all outstanding shares of Dur against the agreed
consideration (note A) (the “Acquisition”). Upon completion of the Acquisition, all of Dur’s shares will be delisted from the Saudi
Stock Exchange (“Tadawul”) and Dur will become a wholly-owned subsidiary of Taiba. The completion of the Acquisition is subject
to the occurrence or waiving of certain conditions precedent.

The Unaudited Pro Forma Financial Information consists of the unaudited pro forma condensed consolidated statement of financial
position as at 31 December 2022G of Taiba as if the Acquisition had taken place on that date and the unaudited pro forma condensed
consolidated statement of income for the year ended 31 December 2022G of Taiba giving effect to the Acquisition, as if the Acquisition
had taken place on 1 January 2022G and the notes to the Unaudited Pro Forma Financial Information.

The purpose of the Unaudited Pro Forma Financial Information is to show the material effects that the Acquisition would have had on
the historical consolidated statement of financial position and historical consolidated statement of income of Taiba as if Taiba and Dur
had already existed in the structure created by the Acquisition as of the above mentioned dates.

The Unaudited Pro Forma Financial Information has been prepared in accordance with the applicable requirements of Annex 18 of
the Rules on the Offer and Securities and Continuing Obligations issued by the Board of Capital Market Authority of the Kingdom
of Saudi Arabia. The Unaudited Pro Forma Financial Information has been prepared by, and is the responsibility of, Taiba’s Board
of Directors. The preparation and presentation of the Unaudited Pro Forma Financial Information is based on certain pro forma
assumptions (detailed in the Basis of preparation note below) and has been prepared for illustrative purposes only. Moreover, because
of'its nature, the Unaudited Pro Forma Financial Information addresses a hypothetical situation and therefore, does not represent Taiba’s
actual financial position and financial performance, and may not give a true picture of the financial position and financial performance
of Taiba upon completion of the Acquisition. In addition, the Unaudited Pro Forma Financial Information is neither representative of
the financial situation and performance that could have been observed if the indicated Acquisition had been undertaken at an earlier
date nor is the Unaudited Pro Forma Financial Information indicative of the future operating results or financial position of Taiba upon
completion of the Acquisition.
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UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL POSITION As At 31 December
2022G (Amounts in SAR)

Amounts in SAR LTS Pro forma

adjustments

ASSETS

Non-current Assets

Property and equipment 1 2,532,907,422  2,849,054,785 - 5,381,962,207
Intangible assets 2,020,348 - - 2,020,348
Goodwill arising on acquisition 3 - - 1,351,019,687 1,351,019,687
Investment properties 1 464,241,768 - - 464,241,768
Right of use assets - 201,999,960 - 201,999,960
Financial assets at FVOCI 1 452,241,840 2,520,084 - 454,761,924
Investment in associates 1 337,656,977 33,066,318 - 370,723,295
Derivative financial instruments 15,346,675 - - 15,346,675
Other non current assets 5,706,810 - - 5,706,810
Total Non - Current Assets 3,810,121,840  3,086,641,147 1,351,019,687  8,247,782,674
Current Assets

Inventory 713,653 21,774,628 - 22,488,281
Trade receivables 11,334,445 140,709,183 - 152,043,628
Prepayments and other current assets 100,773,278 89,176,047 - 189,949,325
Financial assets at FVOCI 177,809,755 - - 177,809,755
Derivative financial instruments - 109,916 - 109,916
Cash and cash equivalents 187,631,365 79,705,336 - 267,336,701
Total Current Assets 478,262,496 331,475,110 - 809,737,606
Assets classified as held for sale 58,382,144 58,382,144
TOTAL ASSETS 4,346,766,480  3,418,116,257 1,351,019,687  9,115,902,424
EQUITY AND LIABILITIES

Equity

Share Capital 3 1,604,574,830  1,000,000,000 - 2,604,574,830
Share Premium 3 - - 1,950,000,000  1,950,000,000
Statutory reserve 34 1,000,000,000 500,000,000  (500,000,000) 1,000,000,000
General reserve 3.4 208,791,276 - - 208,791,276
Other reserves 4 27,558,030 (4,479,916) 4,479,916 27,558,030
Retained earning 3;4 790,174,815 103,460,229  (103,460,229) 790,174,815
Equity Attributable to the Equity Holders of the Parent 3,631,098,951  1,598,980,313  1,351,019,687  6,581,098,951
Non-controlling interest 4 25,529,293 59,327,735 - 84,857,028
Total Equity 3,656,628,244  1,658,308,048 1,351,019,687  6,665,955,979

Non-Current Liabilities

Employees’ defined benefits liabilities 12,932,698 60,679,823 - 73,612,521
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Pro forma

Non-current portion of lease liabilities

Long term loans - non-current portion

275,258,947

296,207,390

928,786,254

296,207,390

1,204,045,201

Total Non-Current Liabilities

288,191,645

1,285,673,467

1,573,865,112

Current Liabilities

Current portion of lease liabilities - 34,472,722 - 34,472,722
Current portion of long-term loans 15,827,573 171,007,341 - 186,834,914
Short-term loan 71,665,290 - - 71,665,290
Trade and other payables 1 182,951,577 178,266,866 - 361,218,443
Dividends payable 114,722,804 43,659,810 - 158,382,614
Amounts due to related parties 3,853,912 35,522,175 - 39,376,087
Zakat payable 11,163,964 11,205,828 - 22,369,792
Total Current Liabilities 400,185,120 474,134,742 - 874,319,862

Liabilities associated with assets classified as held for sale 1,761,471 - - 1,761,471

TOTAL LIABILITIES

690,138,236

1,759,808,209

2,449,946,445

TOTAL EQUITY AND LIABILITIES

4,346,766,480

3,418,116,257

1,351,019,687

9,115,902,424
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UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF INCOME For the year
ended 31 December 2022G (Saudi Riyal)

Pro forma Pro forma
adjustments

Revenues 2 330,283,906 568,395,086 - 898,678,992
Costs of Revenues (141,300,217) (433,448,952) - (574,749,169)
GROSS PROFIT 188,983,689 134,946,134 - 323,929,823
Selling and marketing expenses (191,000) (3,096,931) - (3,287,931)
General and administrative expenses 2 (55,566,201) (42,465,431) 4,817,360 (93,214,272)
Other operating expenses - net (8,859,067) - - (8,859,067)
Impairment of projects under construction - (27,432,684) - (27,432,684)
Eec\e/ie‘r;illé]:rovision) of impairment on trade 5 8,827,067 ) (4,817,360) 4,009.707
OPERATING PROFIT 133,194,488 61,951,088 - 195,145,576
Dividends of Financial assets at FVOCI 10,482,948 - - 10,482,948
Group’s share of results of associates 2 (578,012) 2,374,225 - 1,796,213
Finance costs 2 (1,402,974) (55,463,063) - (56,866,037)
Net gain on derivative instruments at fair value ) 32,642,864 ) 32,642,864
through profit or loss
Other (expenses) and income - net 2 16,082,946 3,220,989 - 19,303,935
I:J;rl‘:nt:;)::e (Loss) before Zakat from continued 157,779,396 44,726,103 ) 202,505,499
Zakat Expense (6,252,142) (4,575,343) - (10,827,485)
?;z:‘ﬁf::::c (Loss) for the year from continued 151,527,254 40,150,760 ) 191,678,014
DISCONTINUED OPERATIONS
Loss after zakat from discontinued operations (21,817,668) - - (21,817,668)
Net Income (Loss) for the year 129,709,586 40,150,760 - 169,860,346
Net Income (Loss) for the year attributable to:
Shareholders of the Parent Company 139,570,012 40,165,884 - 179,735,896
Non-controlling interest (9,860,426) (15,124) - (9,875,550)

129,709,586 40,150,760 - 169,860,346
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NOTES TO THE UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL INFORMATION

A. Basis of preparation
The accompanying Unaudited Pro Forma Financial Information of Taiba has been presented for the purpose as set out in the Introduction
section above and has been prepared based on, and in accordance with the basis of preparation as set out in this note A.

1. The historical financial information of Taiba and Dur were extracted from the following::

- The audited consolidated financial statements of Taiba for the year ended 31 December 2022G prepared in accordance
with International Financial Reporting Standards (“IFRS”) that are endorsed in the Kingdom of Saudi Arabia and other
standards and pronouncements that are endorsed by the Saudi Organization of Chartered and Professional Accountants
(“Taiba FY22 Financial Statements”); and

- The audited consolidated financial statements of Dur for the year ended 31 December 2022G prepared in accordance
with International Financial Reporting Standards (“IFRS”) that are endorsed in the Kingdom of Saudi Arabia and other
standards and pronouncements that are endorsed by the Saudi Organization of Chartered and Professional Accountants
(“Dur FY22 Financial Statements”).

The financial information of Taiba and Dur as of and for the year ended 31 December 2022G included in this Unaudited Pro Forma
Financial Information has been derived from Taiba FY 2022G Financial Statements and Dur FY 2022G Financial Statements,
respectively.

2. The accounting policies applied for the preparation of this Unaudited Pro Forma Financial Information are consistent with
those disclosed in Taiba FY22 Financial Statements. The accounting policies of Dur are materially consistent with the
accounting policies of Taiba, unless otherwise stated.

Taiba entered into Murabaha price swap agreement during the year ended 31 December 2022G which meets the hedge
accounting criteria and is classified as a cashflow hedge. Taiba initially recognises such derivative financial instruments at fair
value on the date on which the derivative contract is entered into and subsequently re-measures for any changes in their fair
value. Taiba records derivatives as financial assets when the fair value is positive and as a financial liability when the fair value
is negative. Any gains or losses arising from the changes in the fair value of derivatives are taken directly to profit or loss,
except for the effective portion of cash flow hedges, which is recognized in other comprehensive income and later reclassified
to profit or loss when the hedged item affects profit or loss.

Dur entered in interest rate swap agreements in 2018G which do not meet the hedge accounting criteria. Dur recognised
those agreements at fair value through profit and loss financial derivatives. For the purpose of this Unaudited Pro Forma
Financial Information, the accounting treatment and presentation adopted by Dur for these agreements has been applied. Dur’s
accounting policy for financial derivative instruments has been disclosed in Dur FY22 Financial Statements. Additionally, Dur
has disputed the aforementioned agreements. For more details on the related legal procedures refer to Note 24 to Dur FY22
Financial Statements.

3. The Acquisition has been accounted for in the Unaudited Pro forma Financial Information in accordance with IFRS 3 “Business
Combination”, which requires an acquirer to be identified in a business combination to apply acquisition method of accounting
principles. For the purpose of this Unaudited Pro Forma Financial Information, Taiba has been identified as the accounting
acquirer. Taiba has applied the “acquisition method” of accounting for the Acquisition and is required to fair value the assets,
liabilities and contingent liabilities acquired at the date of acquisition and to reflect the difference between their fair value and
the purchase consideration as goodwill or bargain purchase gain on acquisition. The determination of purchase consideration
and the fair value exercise (““purchase price allocation” or “PPA”) are not completed as at the date of this Unaudited Pro Forma
Financial Information and accordingly the acquired assets and liabilities of Dur have been reflected in this Unaudited Pro
forma Financial Information at their book values. The PPA exercise may result in materially different values being attributed
to the assets, liabilities and contingent liabilities acquired than those that are shown in this Unaudited Pro Forma Financial
Information which is prepared for illustrative purposes only.

4. There were no material inter-company transactions and balances between Taiba and Dur that should have been eliminated
for the purposes of this Unaudited Pro Forma Financial Information in accordance with IFRS 10 “Consolidated Financial
Statements”.

5. The Unaudited Pro Forma Financial Information has been prepared in accordance with the applicable requirements of Annex
18 of the Rules on the Offer and Securities and Continuing Obligations issued by the Board of Capital Market Authority of
the Kingdom of Saudi Arabia.

The Unaudited Pro Forma Financial Information should be read in conjunction with the Taiba FY22 Financial Statements
and Dur FY22 Financial Statements. Certain disclosures that may be required by International Financial Reporting Standards
(“IFRS”) that are endorsed in the Kingdom of Saudi Arabia, and other standards and pronouncements that are endorsed by
the Saudi Organization for Chartered and Professional Accountants (“SOCPA”) have not been included in this Unaudited Pro
Forma Financial Information.

6. The Unaudited Pro Forma Financial Information does not take into consideration the effects of any expected synergies or costs
incurred to achieve these synergies as a result of the Acquisition. The Unaudited Pro Forma Financial Information gives no
indication of the results and future financial situation of the activities of Taiba upon completion of the Acquisition.
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7. In accordance with the terms of the Implementation Agreement, the Acquisition will result in an increase in Taiba issued
share capital by issuance of 100,000,000 consideration shares (the “Consideration Shares”) of SAR 10 per share (par value)
to the shareholders of Dur at the exchange ratio of 1.000 share in Taiba for each share in Dur in consideration of acquiring the
outstanding issued shares of Dur.

Based on the outstanding share capital of Dur as at the date of the Implementation Agreement, the completion of the Acquisition
would result in increasing the total issued share capital of Taiba to SAR 2,604,574,830. Accordingly, following the issue of
Consideration Shares, Dur shareholders would own approximately 38.4% of the total issued share capital of Taiba. Following
the Acquisition, all of Dur’s shares will be delisted from Tadawul and Dur will become a wholly-owned subsidiary of Taiba.

B. Description of the pro forma adjustments

The pro forma adjustments incorporated in the Unaudited Pro Forma Financial Information are based on information available as
well as certain pro forma assumptions as described in these notes to the Unaudited Pro Forma Financial Information. The pro forma
adjustments give effect to events that are directly attributable to the Acquisition, are factually supportable and are expected to have a
continuing impact on the consolidated statement of financial position and consolidated statement of income of Taiba.

As previously mentioned, the Unaudited Pro Forma Financial Information contains neither any potential synergies or cost savings nor
any normalisation adjustments or any additional future expenses that could result from the Acquisition. Furthermore, the Unaudited
Pro Forma Financial Information does not contain any potential or future obligations resulting from any possible remedies/regulatory
requirements imposed on Taiba upon completion of the Acquisition by regulatory authorities, such as the transfer of a portion of
income to statutory reserve, in connection with the Acquisition. In addition, the Unaudited Pro Forma Financial Information has not
been adjusted for the Acquisition related costs.

The pro forma adjustments included in the Unaudited Pro Forma Financial Information are as follows:

1. To ensure consistency of presentation between the condensed consolidated statement of financial position of Taiba and Dur
as of 31 December 2022G as presented in the Unaudited Pro Forma Financial Information, the following adjustments have
been made:

- An amount of SAR 175,213,850 as of 31 December 2022G of Dur’s “Projects under construction” has been presented
under “Property and equipment”.

- An amount of SAR 2,520,084 as of 31 December 2022G of Dur’s “Investments at fair value through OCI” has been
presented under “Financial assets at FVOCI”.

- Anamount of SAR 33,066,318 as of 31 December 2022G of Dur’s “Investments in equity accounted investees” has been
presented under “Investment in associates”.

- An amount of SAR 19,156,286 as of 31 December 2022G of Dur’s “Trade payables” has been presented under “Trade
accounts and other payables”.

- An amount of SAR 159,110,580 as of 31 December 2022G of Dur’s “Accrued and other current liabilities” has been
presented under “Trade accounts and other payables”.

2. To ensure consistency of presentation between the condensed consolidated statement of income of Taiba and Dur for the year
ended 31 December 2022G as presented in the Unaudited Pro Forma Financial Information, the following adjustments have
been made:

- Anamount of SAR 436,539,383 for the year ended 31 December 2022G of Dur’s “Hospitality income” has been presented
under “Revenues”.

- An amount of SAR 128,829,786 for the year ended 31 December 2022G of Dur’s “Rental income” has been presented
under “Revenues”.

- An amount of SAR 3,025,917 for the year ended 31 December 2022G of Dur’s “Management Fees” has been presented
under “Revenues”.

- An amount of (SAR 4,817,360) for the year ended 31 December 2022G of Dur’s “Expected credit reversal (loss)”, as
included under General and administrative expenses, has been presented under “reversal (provision) of impairment on
trade receivables”

- An amount of SAR 2,374,225 for the year ended 31 December 2022G of Dur’s “Share of net results of investments in
equity accounted investees” has been presented under “Group’s share of results of associates”.

- An amount of SAR 41,297,157 for the year ended 31 December 2022G of Dur’s “Financial charges of term loans” has
been presented under “Finance costs”.

- An amount of SAR 14,165,906 for the year ended 31 December 2022G of Dur’s “Financial charges of lease liabilities”
has been presented under “Finance costs”.

- Anamount of SAR 146,760 for the year ended 31 December 2022G of Dur’s “Finance income” has been presented under
“Other (expenses) and income - net”.

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

PN
77 N\
. Jloiiwdl 64 1 h
50 | Shareholder Circular TAIBA INVESTMENTS

3. The following adjustments have been made to the Unaudited Pro Forma Financial Information to record the issuance of the
Consideration Shares by Taiba to Dur’s shareholders. For the Unaudited Pro Forma Financial Information purposes, the
consideration for the Acquisition has been calculated on the basis of a share exchange at the rate of 1.000 share in Taiba for
each share in Dur. As explained earlier, the Acquisition would result in issuance of 100,000,000 shares of Taiba to acquire
Dur’s issued share capital. This would result in 38.4% and 61.6% of ownership interest of Dur and Taiba shareholders,
respectively in Taiba upon completion of the Acquisition based on the total issued share capital of Taiba on the Acquisition
date.

a) Pro forma Share Capital of Taiba Post-Acquisition

Outstanding shares of Dur as at 31 December 2022G (units) (A) 100,000,000
Exchange ratio (B) 1.000
Number of shares to be issued by Taiba (units) (C=AB) 100,000,000
Par value of shares to be issued by Taiba (SAR) (D=C'10) 1,000,000,000
Outstanding share capital of Taiba (SAR) as at 31 December 2022G (E) 1,604,574,830
Total issued share capital of Taiba post-acquisition (SAR) (D+E) 2,604,574,830

Applying the rules of IFRS 3, the consideration for Taiba’s acquisition of Dur would be the fair value of 100,000,000
shares that Taiba would have to issue to acquire Dur’s issued share capital.

As disclosed in the Implementation Agreement, the total value of the Consideration Shares will be determined at a later
stage based on the closing share price of Taiba as published on Tadawul on the last trading day prior to the completion
of the Acquisition. For the purpose of this Unaudited Pro Forma Financial Information, the assumed total value of the
consideration has been calculated as defined in the Shareholder Circular by using the share price of Taiba in an amount of
SAR 29.50 per share which represents the closing price of Taiba on 6 April 2023G published on Tadawul (the last trading
day prior to signing the Implementation Agreement by Taiba and Dur).

b) Pro forma total consideration

The consideration is computed as follows:

Number of shares to be issued by Taiba to Dur shareholders (units) 100,000,000
Multiplied by share price of Taiba (SAR) as at 6 April 2023G 29.50
Total Consideration (SAR) 2,950,000,000

c) Pro forma share premium of Taiba Post-Acquisition

As a result of above calculation of the Total Consideration, a share premium of SAR 1,950,000,000 arises on Taiba’s
issuance of the Consideration Shares for the Acquisition computed as follows:

Total Consideration 2,950,000,000
Less: Par value of shares issued by Taiba to Dur shareholders (1,000,000,000)
Share premium as at 31 December 2022G 1,950,000,000
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d) Pro forma Goodwill on the Acquisition

‘ 31 December 2022G

Amounts in SAR

Total Consideration 2,950,000,000
Less: Adjusted net assets of Dur (1,598,980,313)
Goodwill arising on the Acquisition 1,351,019,687

Goodwill represents the excess of Total Consideration over adjusted net assets of Dur as at 31 December 2022G and the
assumption that the Acquisition had taken place on that date.

The Unaudited Pro Forma Financial Information does not include any fair value adjustments on the balance sheet assets
and liabilities, intangible assets arising from the Acquisition and contingent liabilities of Dur as required by IFRS 3 as the
Unaudited Pro Forma Financial Information does not reflect the impact of the PPA exercise which is yet to be completed.
Once the PPA exercise has been completed, the goodwill will need to be allocated into fair value adjustments resulting
from the PPA exercise as at the date of the Acquisition.

The adjusted net assets of Dur have been computed by deducting non-controlling interest which represent the interest in
subsidiary companies not held by Dur. These were excluded from the computation of goodwill.

31 December 2022G

Amounts in SAR
Net assets of Dur 1,658,308,048
Less: Other equity items

Non-controlling interest (59,327,735)

Adjusted net assets of Dur 1,598,980,313

4. The pro forma consolidated retained earnings, and other equity balances at the date of the Acquisition represent Taiba’s pre-
acquisition balances with the exception of non-controlling interests that have been retained as these represent the interest in
subsidiary companies not held by Dur.

The completion of the purchase price allocation may result in different values being attributed to the assets, liabilities and
contingent liabilities of Dur, acquired as part of the Acquisition than those that are shown in the Unaudited Pro Forma Financial
Information for illustrative purposes. Therefore, no adjustments to such provisional amounts have been made in the unaudited
pro forma condensed consolidated statement of income or unaudited consolidated condensed statement of financial position,
such as, in connection with intangible assets amortisation or goodwill impairment.

310 A comparison between Taiba’s performance indicators in the
unaudited pro forma condensed consolidated financial information
and the audited financial statements

Indicator Taiba Pozs(t)-zéocmpletion
Gross profit margin % 33.9% 57.2% 36.0%
Net profit margin % (95.9%) 39.3% 18.9%
Return on assets % (3.1%) 3.0% 2.0%
Return on equity % (3.4%) 3.5% 2.7%
Liabilities to Equity (X) 0.1 0.2 0.4
Debt to Total Equity (X) 0.0 0.1 0.3
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3.1 Impact on earnings per share as a result of the Transaction

The transaction is expected to result in a value added to Taiba Shareholders supported by the aggregated asset portfolio, development
opportunities, benefits and savings expected on the short to midterm. For the purpose of determining the financial benefits, the Board
has taken potential revenue benefits and cost savings into account. The benefits in expected revenues will enable Taiba to benefit from
the geographical presence of its portfolio of assets, along with Dur, throughout the KSA. In addition, improving the market position
and brand is expected to increase sales opportunities, raise increase revenues and boost customer satisfaction. From a cost savings
perspective, and given the expected benefits of the Transaction, efficiency improvements are expected with significant value creation
potential.

For more information on the Transaction Rationale, please see Section (3.2) (“Transaction Rationale”), and please refer to Section
(1.1.3) (“Risks related to non-realizing the benefits anticipated from the Transaction”) and other risks listed in Section (1) (“Risk
Factors”) for more information on the risks related to the Transaction, shares and their profitability, and Dur.

The table below shows Taiba’s earnings per share based on Taiba’s audited financial statements for the fiscal year ended 31 December
2022G, and based on the unaudited pro forma condensed consolidated financial information for the year ended 31 December 2022G
(which do not take into account the benefits of the transaction):

Earnings per share (based on Taiba’s audited financial statements for the year ended 31 December 2022G) 0.87

Earnings per share after capital increase (based on the unaudited pro forma condensed consolidated financial information for the

year ended 31 December 2022G) 0.69

It is difficult to predict any future events or results. Therefore, undue reliance should not be placed on forward-looking expectations or
statements related to earnings per share after the Transaction.

3.12 Taiba’s share price performance

The following table shows Taiba’s share price performance during the year prior to the submission of the application for registering
and offering the Consideration Shares, up to the date hereof:

28/09/2023 27.40
31/08/2023 28.40
31/07/2023 31.00
22/06/2023 30.30
31/05/2023 29.70
30/04/2023 29.55
30/03/2023 28.20
28/02/2023 26.35
31/01/2023 25.95
31/12/2022 24.86
30/11/2022 26.80
31/10/2022 28.40
30/09/2022 27.25
31/08/2022 28.75
31/07/2022 29.30
30/06/2022 27.90
31/05/2022 30.70

The last trading day before the Firm Intention Announcement

06/04/2023 29.50

The last trading day before the publication of this Circular

08/11/2023 26.35

Source: Saudi Exchange (Tadawul)
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Management’s discussion and analysis of the financial
position and results of operations

4.1 Introduction

This Section “Management Discussion and Analysis of Financial Position and Results of Operations” (“MD&A”) provides an analysis
of the financial results of Dur (the “Company”) and its subsidiaries (together referred as the “Group”) and is based on the consolidated
audited financial statements for the fiscal years ended 31 December 2020G (“FY20”), 2021G (“FY21”) and 2022G (“FY22”), together
being the (“Financial Statements”). The financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) and have been audited by Ernst & Young (“EY”) for the fiscal years ended 31 December 2020G, 31 December
2021G, and 31 December 2022G. The financial information in this section has primarily been extracted from the audited financial
statements for the financial year 2022G, including financial information relating to the financial years ended 31 December 2021G and
31 December 2020G which has been extracted from comparatives included in the 2022G Financial Statements of the Group. Certain
financial information relating to the financial year 31 December 2020G was extracted from the financial statements for the financial
year 2021G.

This Section may include data of forward-looking nature and are based on Dur Management’s plans and current expectations for the
Group’s growth, results of operations, and financial situation. The Group’s actual results could differ materially from those expressed
or implied in such data and statements as a result of various factors, including those discussed within this Section and elsewhere in this
Circular, particularly in the “Important Notice” Section and Section 1 “Risk Factors”.

All amounts are in SR thousand (or SAR thousand), unless stated herein otherwise. Amounts and percentages have been rounded to
the nearest decimal.

4.2 Directors’ Declarations on the Financial Statements

The members of the Board of Directors of Taiba do not accept any responsibility for the accuracy and completeness of the information
contained in this section. The information contained in this section has been obtained from publicly available information, including
the Financial Statements of Dur, as well as information provided by Dur Group. Dur has an obligation under the Implementation
Agreement to provide Taiba with all necessary information about Dur required for the purpose of preparing this Circular. Dur has also
provided a customary warranty to Taiba, under the Implementation Agreement, that all information provided to Taiba during the course
of the due diligence process is true and accurate in all material respects and not misleading in a material respect. Dur also warranted,
under the Implementation Agreement, that they have not intentionally withheld any material information from Taiba.

The information contained in this section was obtained from the audited Financial Statements of Dur without making any material
changes to them and these statements have been prepared in accordance with the International Financial Reporting Standards (IFRS).
For more details on the accounting framework adopted by Dur, refer to section (4.4) “Summary of Significant Accounting Policies”
of this Circular.

Taiba assumed that there is currently no intention to make any fundamental change in the nature of the activities of the Group and that
the Group’s operations were not interrupted in any way that could materially affect the Group’s financial position during the twelve-
month period preceding the date of this Circular.

4.3 Overview of the Group

Dur (the “Company” or the “Parent Company”) is a Saudi Joint Stock Company registered in Riyadh, Kingdom of Saudi Arabia
(“KSA”) under the commercial registration number 1010010726 dated 6 Muharram 1397H (corresponding to 27 December 1976).

The Company’s principal activities comprise of the construction, acquisition, operation, management, through partnership and rent of
hotels, restaurants, motels, rest stops, entertainment centers, travel agencies, private and public roads and tourism areas. In addition,
the activities include the acquisition, development and sale of lands and construction of buildings thereon or rent of lands, providing
services to pilgrims and visitors of the Prophet’s (PBUH) Mosque. The Company carries out its activities by itself or through others
jointly or separately.
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4.4 Summary of Significant Accounting Policies

Dur’s consolidated audited financial statements for the fiscal years ended 31 December 2020G, 2021G and 2022G have been prepared
in accordance with the International Financial Reporting Standards (“IFRS”) as endorsed in the Kingdom of Saudi Arabia and other
standards and pronouncements that are issued by the Saudi Organization for Chartered and Professional Accountants (“SOCPA”).

The consolidated financial statements have been prepared on a historical cost basis, except for investment in equity instruments at fair
value through other comprehensive income and derivative financial instruments which are measured at fair value and employees’ end
of service benefits which are measured under projected credit unit method.

Further, these consolidated financial statements have been prepared using accrual basis of accounting and on the basis that it will
continue to operate as a going concern.

Basis of consolidation

The consolidated financial statements comprise the financial statements of the Company and its subsidiaries as at 31 December
2022G. The financial statements of the subsidiaries are prepared for the same reporting period as the Parent Company, using consistent
accounting policies. Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement with the
investee and has the ability to affect those returns through its power over the investee. Specifically, the Group controls an investee if,
and only if, the Group has:

- Power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities of the
investee);

- Exposure, or rights, to variable returns from its involvement with the investee;

- The ability to use its power over the investee to affect its returns.

Generally, there is a presumption that a majority of voting rights results in control. In support of this assumption, when the Group
has less than a majority of the voting rights or similar rights in the investee, the Group takes into consideration all relevant facts and
circumstances when determining whether it exercises control over the investee, including:

- The contractual arrangement(s) with the other vote holders of the investee;
- Rights arising from other contractual arrangements;

- The Group’s voting rights and potential voting rights.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes to one or more
of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases
when the Group loses control of the subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or disposed of during
the period are included in the consolidated financial statements from the date the Group gains control until the date the Group ceases
to control the subsidiary.

Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity holders of the parent and to the
non-controlling interests, even if this results in the non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies in line with the
Group’s accounting policies. All intragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction. When a Group
loses control over a subsidiary, it derecognizes the assets and liabilities of the subsidiary, and any related non-controlling interest and
other components of equity. Any resulting gain or loss is recognized in the consolidated statement of comprehensive income. Any
investment retained is recognized at fair value.

Non-controlling interest (“NCI”) represents the interest in subsidiary companies, not held by the Group. For each business combination,
the Group elects whether to measure the non-controlling interest in the acquiree at fair value or at the proportionate share of the
acquiree’s identifiable net assets. Transactions with non-controlling interest parties are treated as transactions with parties external to
the Group.

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

P oSN
77 N\
Lo &, )
TAIBA INVESTMENTS Shareholder Circular | 55

The accompanying consolidated financial statements includes the financial statements of Dur and its subsidiaries as follows:

% of ownership % of ownership % of ownership
Legal entity at at at
31 December 31 December 31 December
2020G 2021G 2022G
Makkah Hotels Company Limited 99.44% 99.44% 99.44%
Saudi Hotel Services Company Limited 70% 70% 70%
Alnakheel for Tourist Areas Company Limited 98.73% 98.73% 98.73%
Nuzul Shada Hospitality Company 60% 60% 60%
Tabuk Hotels Company Limited 97.14% 97.14% 97.14%
Jude Alia Company Limited 99% 99% 99%
Almasdar Alamny Company Limited 95% 95% -
éi);;v:z;d Al Kareemah Investment and Real Estate Development 5% 959 959
Sofraa Al Ewaa Hospitality Company (One Person Company) 100% 100% 100%
Dara Oasis Company Limited (One Person Company) 100% 100% 100%
Dur e e ot Conpey (One en Conpen)
Alsarh Alaniq operation and maintenance Company (One Person 100% 100% 100%

Company)

The following are the significant accounting policies applied by the Group in preparing these consolidated financial statements:

Cash and cash equivalents

Cash and bank balances in the consolidated statement of financial position comprise cash at banks, cash on hand and other short-term
highly liquid investments, with original maturities of three months or less, which are subject to an insignificant risk of changes in value.
Bank overdrafts are deducted from above balances to arrive at cash and cash equivalents for the purpose of consolidated statement of
cash flows.

Current versus non-current classification

The Group presents assets and liabilities in the statement of financial position based on current/non -current classification.
An asset is current when it is:

- Expected to be realized or intended to be sold or consumed in the normal operating cycle,
- Itis held primarily for the purpose of trading,
- Expected to be realized within twelve months after the reporting period; or

- Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve months
after the reporting period.

All other assets are classified as non-current.
A liability is current when:

- Itis expected to be settled in the normal operating cycle;
- Itis held primarily for the purpose of trading;

- It is due to be settled within twelve months after the reporting period or there is no unconditional right to defer the
settlement of the liability for at least twelve months after the reporting period.

The Group classifies all other liabilities as non-current.
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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

Initial recognition, classification and subsequent measurement

Trade receivables are initially recognized when they are originated. Trade receivables that do not contain a significant financing
component or for which the Group has applied the practical expedient are measured at the transaction price determined under IFRS 15.
All other financial assets are initially recognized when the Group becomes party to the contractual provisions of the instrument at fair
value plus or minus, in the case of a financial asset not at fair value through profit or loss, transaction costs.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash flow characteristics and the
Group’s business model. Financial assets are classified, at initial recognition, as subsequently measured at amortized cost, fair value
through other comprehensive income (OCI), and fair value through profit or loss.

The Group has the following financial assets.

Financial assets at amortized cost:

A financial asset is measured at amortized cost if it meets both of the following conditions and is not designated as at FVPL:

- The financial asset is held within a business model whose objective is to hold financial assets in order to collect
contractual cash flows; and

- 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.

Financial assets at amortized cost are subsequently measured using the effective interest (“EIR”) method and are subject to impairment.
Gains and losses are recognized in consolidated statement of income when the asset is derecognized, modified or impaired.

The Group’s financial assets at amortized cost includes trade receivables and amounts due from related parties.

Financial assets at fair value through other comprehensive income (FVOCI)

On initial recognition, the Group may make an irrevocable election (on an instrument-by-instrument basis) to designate investments
in equity instruments as held at FVOCI. Designation at FVOCI is not permitted if the equity investments is held for trading or if it is
contingent consideration recognized by an acquirer in a business combination to which IFRS 3 applies. A financial asset is held for
trading if:

- It has been acquired principally for the purpose of selling it in the near term; or

- On initial recognition it is part of a portfolio of identified financial instruments that the Group manages together and
has evidence of a recent actual pattern of short-term profit-taking; or

- It is a derivative (except for a derivative that is a financial guarantee contract or a designated and effective hedging
instrument).

Investments in equity investments held at FVOCI are initially measured at fair value plus transaction costs. Subsequently, they
are measured at fair value with gains and losses arising from changes in fair value recognized in other comprehensive income and
accumulated in the investments’ revaluation reserves. The cumulative gain or loss will not be reclassified to consolidated statement of
income on disposal of the equity investments, instead, they will be transferred to retained earnings.

Dividends on these equity investments are recognized in consolidated statement of income when the Group’s right to receive the
dividends is established, unless the dividends clearly represent a recovery of part of the cost of the investment.
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Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are carried in the consolidated statement of financial position at fair value with net
changes in fair value recognized in the consolidated statement of income. This category includes derivative instruments.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is primarily derecognized
when:

- The right to receive cash flows from the asset have expired, or

- The Group 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 Group has transferred substantially all the risks and rewards of the asset, or

- The Group has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

Reclassifications

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

Impairment of financial assets

The Group 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 has occurred after the initial recognition of the asset and that 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 the debtors or a group of debtors is experiencing significant financial difficulty,
default or delinquency in principal payments, the probability that they will enter bankruptcy or other financial reorganization and
observable data indicating that there is a measurable decrease in the estimated future cash flows, such as changes in arrears or economic
conditions that correlate with defaults.

For trade receivables, the Group applies a simplified approach in calculating ECLs. Therefore, the Group does not track changes in
credit risk, but instead recognizes a loss allowance based on lifetime ECL at each reporting date. The Group has established a provision
matrix that is based in its historical credit loss experience, adjusted for forward-looking factors specific to the debtors and the economic
environment.

Financial liabilities

Initial recognition and measurement

Financial liabilities are initially recognized when the Group becomes party to the contractual provisions of the instrument and are
classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans and borrowings, payables, or as
derivatives designated as hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognized initially at fair value, and, in the case of loans and borrowings and payables, these are stated net
of directly attributable transaction costs.

The Group’s financial liabilities include trade payable, term loans, amounts due to related parties and derivatives.

Financial liability at amortized cost (term loans)

This is the category most relevant to the Group. After initial recognition, interest-bearing term loans are subsequently measured at
amortized cost using the Effective Interest Rate (“EIR”) method. Gains and losses are recognized in consolidated statement of income
when the liabilities are derecognized as well as through the EIR amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are integral part of
the EIR. The EIR amortization is included as finance costs in the consolidated statement of income.
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Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial liabilities designated
upon initial recognition as at fair value through profit or loss.

Financial liabilities are classified as held for trading if they are incurred for the purpose of repurchasing in the near term. This category
also includes derivative financial instruments entered into by the Group that are not designated as hedging instruments in hedge
relationships as defined by IFRS 9. Separated embedded derivatives are also classified as held for trading unless they are designated
as effective hedging instruments.

Gains or losses on liabilities held for trading are recognized in the consolidated statement of income. Financial liabilities designated
upon initial recognition at fair value through profit or loss are designated at the initial date of recognition, and only if the criteria in
IFRS 9 are satisfied. The Group has not designated any financial liability as at fair value through profit or loss.

Derecognition

A financial liability is derecognized when the obligation under the liability is discharged, cancelled or expires. When an existing
financial liability is replaced by another from the same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as the derecognition of the original liability and the recognition of
a new liability. The difference in the respective carrying amounts is recognized in the consolidated statement of income.

Offsetting of financial instruments

Financial assets and financial liabilities are offset, and the net amount is reported in the consolidated statement of financial position if
there is a currently enforceable legal right to offset the recognized amounts and there is an intention to settle on a net basis, to realize
the assets and settle the liabilities simultaneously.

Derivative financial instruments

The derivative financial instruments are initially recognized at fair value on the date on which a derivative contract is entered into and
are subsequently remeasured at fair value.

Derivatives are carried as financial assets when the fair value is positive and as financial liabilities when the fair value is negative.

Investment in associates and joint ventures

An associate is an entity over which the Group has significant influence. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but is not control or joint control over those policies.

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement have rights to the net assets
of the joint venture. Joint control is the contractually agreed sharing of control of an arrangement, which exists only when decisions
about the relevant activities require the unanimous consent of the parties sharing control.

The considerations made in determining significant influence or joint control are similar to those necessary to determine control over
subsidiaries. The Group’s investment in its associate and joint venture are accounted for using the equity method.

Under the equity method, the investment is initially recognized at cost. The carrying amount of the investment is adjusted to recognize
changes in the Group’s share of net assets of the investees since the acquisition date. Goodwill relating to the investees is included in
the carrying amount of the investment and is not tested for impairment separately.

The consolidated statement of income reflects the Group’s share of the results of operations of the investees. Any change in other
comprehensive income (“OCI”) of those investees is presented as part of the consolidated statement of comprehensive income of
the Group. In addition, when there has been a change recognized directly in the equity of the investees, the Group recognizes its
share of any changes, when applicable, in the consolidated statement of changes in equity. Unrealized gains and losses resulting from
transactions between the Group and the investees are eliminated to the extent of the interest in those investees.

The aggregate of the Group’s share of profit or loss of investees is shown separately on the face of the consolidated statement of
income.

The consolidated financial statements of the investees are prepared for the same reporting period as the Group. When necessary,
adjustments are made to bring the accounting policies in line with those of the Group.

After application of the equity method, the Group determines whether it is necessary to recognize an impairment loss on its investment
in its investees. At each reporting date, the Group determines whether there is any objective evidence that the investment in the investees
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is impaired. If there is such evidence, the Group calculates the amount of impairment as the difference between the recoverable amount
of the investee and its carrying value, and then recognizes the loss as ‘share of net results of investment in equity accounted investees’
in the consolidated statement of income.

Upon loss of significant influence over the associate, the Group measures and recognizes any retained investment at its fair value. Any
difference between the carrying amount of the associate or joint venture upon loss of significant influence or joint control and the fair
value of the retained investment and proceeds from disposal is recognized in profit or loss.

Right to use assets (ROU)

On initial recognition, at inception of the contract, the Group assesses whether the contract is, or contains, a lease. A contract is,
or contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration. Control is identified if most of the benefits are flowing to the Group and the Group can direct the usage of such assets.

The Group applies the cost model, and measures right of use assets at cost:

- less any accumulated depreciation and any accumulated impairment losses; if any, and
- adjusted for any re-measurement of the lease liability for lease modifications, if any.

Right-of-use assets are depreciated on a straight-line basis over the shorter of the lease term and the estimated useful lives of the assets
as explained in accounting policy for property and equipment.

If there are additional costs such as site preparation, non-refundable deposits, application money, other expenses related to the
transaction, etc., these need to be added to the right of use asset value.

Property and equipment

Property and equipment are stated at cost, net of accumulated depreciation and/or accumulated impairment losses, if any. Such cost
includes the cost of replacing part of the property and equipment and borrowing costs (if any) for long term projects if the recognition
criteria are met. When significant parts of property and equipment are required to be replaced at intervals, the Group depreciates them
separately based on their specific useful lives. Likewise, when a major inspection is performed, its cost is recognized in the carrying
amount of the property and equipment as a replacement if the recognition criteria are satisfied. All other repair and maintenance costs
are recognized in statement of income as incurred.

Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets as follows:

Buildings 50-75 years
Motor vehicles 4 years
Building improvements 5-10 years
Machinery and equipment 5 years
Furniture 10 years
Elevator and central air conditioning 40 years

An item of property and equipment is derecognized upon disposal or when no future economic benefits are expected from its use.
Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the statement of income when the asset is derecognized. The residual values, useful lives and
methods of depreciation of property and equipment are reviewed at each financial year end and adjusted prospectively, if appropriate.

Projects under construction

Projects under construction are presented at cost and are not depreciated. Depreciation on projects under construction commences
when the assets are ready for their intended use and transferred to property and equipment. Finance charges in respect of loans used to
finance the construction of the qualifying assets are capitalized during the period of time necessary to complete and prepare the asset
for its intended use.

Impairment of non-financial assets

At each reporting date, the Group reviews the carrying amounts of its non-financial assets to determine whether there is any indication
of impairment. If any such indication exists, or when annual impairment testing for an asset is required, then the asset’s recoverable
amount is estimated.
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The recoverable amount is the greater of the value in use and fair value less costs to sell. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset. The recoverable amount is determined for an individual asset, unless the asset
does not generate cash inflows that are largely independent of those from other assets or groups of assets. Assets that cannot be tested
individually, are grouped together into the smallest group of assets that generates cash inflows from continuing use that are largely
independent of the cash inflows of other assets or groups of assets (the “cash-generating unit”, or “CGU”). If there is an indication
that a corporate asset may be impaired, then the recoverable amount is determined for the CGU to which the corporate asset belongs.
An impairment loss is recognized if the carrying amount of an asset or its CGU exceeds its estimated recoverable amount. Impairment
losses are recognized in the consolidated statement of income. Impairment losses recognized in respect of CGUs are allocated first to
reduce the carrying amount of any goodwill allocated to the units, and then to reduce the carrying amounts of the other assets in the
unit (group of units) on a pro rata basis.

For assets, excluding goodwill, an assessment is made at each reporting date to determine whether there is an indication that previously
recognized impairment losses no longer exist or have decreased. If such indication exists, the Group estimates the asset’s or CGU’s
recoverable amount. A previously recognized impairment loss is reversed only if there has been a change in the assumptions used to
determine the asset’s recoverable amount since the last impairment loss was recognized. The reversal is limited so that the carrying
amount of the asset does not exceed its recoverable amount, nor exceed the carrying amount that would have been determined, net of
depreciation, had no impairment loss been recognized for the asset in prior years.

Dividends

The Group recognizes a liability to make cash or non-cash distributions to shareholders when the distribution is authorized, and the
distribution is no longer at the discretion of the Group. Final dividends are recognized as a liability at the time or at the period of their
approval by the General Assembly. Interim dividends are recorded as and when approved by the Board of Directors. A corresponding
amount is recognized directly in consolidated statement of changes in equity.

Zakat

The Company and its subsidiaries are subject to Zakat in accordance with the zakat regulation issued by the Zakat, Tax and Customs
Authority (“ZATCA”) in the KSA, which is also subject to interpretations. The management establishes provisions where appropriate
on the basis of amounts expected to be paid to the ZATCA and periodically evaluates positions taken in the Zakat returns with respect
to situations in which applicable Zakat regulation is subject to interpretation. The zakat provision is charged to the consolidated
statement of income. Additional Zakat liability, if any, related to prior years’ assessments arising from ZATCA are accounted for in the
period in which the final assessments are finalized.

Value-Added Tax (“VAT”)

Expenses and assets are recognized net of the amount of value added tax, except, where VAT incurred on a purchase of assets or
services is not recoverable from the taxation authority, in which case VAT is recognized as part of the cost of acquisition of the asset
or as part of the expense item as applicable; and receivables and payables that are stated with the amount of VAT included. The net
amount of value added tax recoverable from, or payable to, the taxation authority is included as part of receivables or payables in the
consolidated statement of financial position.

Accruals

Liabilities are recognized for amounts to be paid in the future for goods or services received, whether billed by the supplier or not.

Provisions, contingent assets and contingent liabilities

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a past event, it is probable that
an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable estimate can be made of
the amount of the obligation. When the Group expects some or all of a provision to be reimbursed, for example, under an insurance
contract, the reimbursement is recognized as a separate asset, but only when the reimbursement is virtually certain. The expense
relating to a provision is presented in the consolidated statement of income net of any reimbursement. If the effect of the time value of
money is material, provisions are discounted using a current rate that reflects, when appropriate, the risks specific to the liability. When
discounting is used, the increase in the provision due to the passage of time is recognized as a finance cost.

A provision for onerous contracts is measured at the present value of the lower of the expected cost of terminating the contract and the
expected net cost of continuing with the contract. Before a provision is established, the Group recognizes any impairment loss on the
assets associated with that contract.

Contingent assets are not recognized in the consolidated financial statements but are disclosed when an inflow of economic benefits is
probable. Contingent liabilities are not recognized in the consolidated financial statements but are disclosed unless the possibility of
an outflow of resources embodying economic benefits is remote.
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Inventories

Inventories are measured at the lower of cost or net realizable value. Cost is determined using the weighted average method. Cost of
inventory includes purchase price plus all incurred expenditures in order to bring the inventory to its existing location and condition.
Net realizable value is the estimated selling price in the ordinary course of business, less selling expenses. A provision for obsolete,
slow moving and defective inventories is made, when necessary.

Employees’ defined benefits

Short term employees’ benefits

Short term employee benefits are expensed as the related service is provided. A liability is recognized for the amount expected to be
paid if the Group has a present legal or constructive obligation to pay this amount as a result of past service provided by the employee
and the obligation can be estimated reliably.

Defined contribution plans

Retirement benefit in the form of General Organization of Social Insurance (“GOSI”) is a defined contribution scheme. The Group has
no obligation, other than the contribution payable to the GOSI. The Group recognizes contribution payable to the GOSI as an expense
when due.

Defined benefit plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The net pension liability recognized
in the consolidated statement of financial position in respect of defined benefit post-employment plans is the present value of the
projected defined benefit obligation (DBO) at the statement of financial position date. The defined benefit obligation is calculated
annually by qualified actuaries using the projected unit credit method. Re-measurement amounts, if any, are recognized immediately
in the consolidated statement of financial position with a corresponding debit or credit to retained earnings through OCI in the period
in which they occur. Remeasurements are not reclassified to profit or loss in subsequent periods.

Lease liabilities

On initial recognition, the lease liability is the present value of all remaining payments to the lessor. After the commencement date, the
Group measures the lease liability by:

a) Increasing the carrying amount to reflect incremental financing rate on the lease liability;
b) Reducing the carrying amount to reflect the lease payments made; and

¢) Re-measuring the carrying amount to reflect any re-assessment or lease modification.

The lease payments are discounted using the incremental borrowing rate, being the rate that the Group would have to pay to borrow the
funds necessary to obtain an asset of similar value in a similar economic environment with similar terms and conditions.

Payments associated with short-term leases and leases of low-value assets are recognized on a straight-line basis as an expense in the
consolidated statement of comprehensive income. Short-term leases are leases with a lease term of 12 months or less. Low-value assets
comprise small items relating to office equipment.

Lease terms are negotiated on an individual basis and contain a wide range of different terms and conditions. The lease agreements do
not impose any covenants, but leased assets may not be used as security for borrowing purposes.

Group as a lessor (rental income)

When the Group acts as a lessor, it determines at the inception of the lease whether each lease is a finance lease or operating lease. To
classify each lease, the Group makes an overall assessment whether the lease transfers substantially all the risks and rewards incidental
to the ownership of the underlying asset. If that is the case then the lease is a finance lease, otherwise it is an operating lease.

The Group does not have any finance leases as a lessor. The Group recognizes lease payments under the operating leases as income on
straight-line basis over the lease term.

Statement of cash flows

The Group has classified the cash payments of principal and finance cost elements of leases as financing activities.
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Fair value measurement

Fair value is 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 fair value measurement is based on the presumption that the transaction to sell the asset or
transfer the liability takes place either:

- In the principal market for the asset or liability; or

- In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Group. The fair value of an asset or a liability is measured
using the assumptions that market participants would use when pricing the asset or liability, assuming that market participants act in
their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to generate economic benefits from
the asset’s highest and best use or by selling it to another market participant that would utilize the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available to measure
fair value, maximizing the use of relevant observable inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial statements are categorized within the
fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value measurement as a whole:

- Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities

- Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable

- Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable

For assets and liabilities that are recognized in the consolidated financial statements at fair value on a recurring basis, the Group
determines whether transfers have occurred between levels in the hierarchy by re-assessing categorization (based on the lowest level
input that is significant to the fair value measurement as a whole) at the end of each reporting period.

Revenues

The Group recognizes revenue from contracts with customers based on a five-step model as set out in [FRS 15:

Step 1. Identify the contract(s) with a customer: A contract is defined as an agreement between two or more parties that creates
enforceable rights and obligations and sets out the criteria for every contract that must be met.

Step 2. Identify the performance obligations in the contract: A performance obligation is a promise in a contract with a customer to
transfer a good or service to the customer.

Step 3. Determine the transaction price: the transaction price is the amount of consideration to which the Group expects to be entitled
in exchange for transferring promised goods or services to a customer, excluding amounts collected on behalf of third parties.

Step 4. Allocate the transaction price to the performance obligations in the contract: For a contract that has more than on performance
obligation, the Group will allocate the transaction price to each performance obligation in an amount that depicts the amount
of consideration to which the Group expects to be entitled in exchange for satisfying each performance obligation.

Step 5. Recognize revenue when (or as) the entity satisfies a performance obligation.

Revenues from sales food and beverages

Revenue are recognized at a point of time when the control over the goods or services is transferred to the customer in an amount that
reflects the compensation earned by the Group for those goods. The Group has generally concluded that it is the principal in its revenue
arrangements because it typically controls the goods before transferring them to the customer.

Revenues for rooms

Revenue from rooms occupancy is recognized over time.

Revenues from other hospitality services

Revenues from other hospitality services provided in the Group’s hotels are recognized when the services are provided to the customer.
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Properties management fees

Earned from hotels managed by the Group, usually under long-term contracts with the hotel owners. Management fees include a base
fee, which is generally a percentage of hotel revenue, and/or an incentive fee, which is generally based on the hotel’s profitability;
recognized when earned on an accrual basis under the terms of the contract.

Costs and expenses

Expenses are recognized when incurred on accrual basis of accounting. Expenses are classified as follows:

(a) Cost of revenue: These include the cost directly attributable to sales of goods and provision of services, i.e. directly
related to revenue recognized.

(b) Selling and marketing: These are arising from the Group’s efforts underlying the selling and marketing functions.

(c) General and administrative expenses: All other expenses other than finance costs are classified as general and
administrative expenses.

Allocations between cost of revenue, selling and marketing expenses and general and administrative expenses, when required, are
made on consistent basis.

Finance income and finance cost

Finance income includes interest income which is recognized as it accrues in consolidated statement of income, using the effective
interest method. Dividend income is recognized in consolidated statement of income on the date that the Group’s right to receive
payment is established.

Finance costs comprise financial charges on term loans that are recognized in consolidated statement of income. Borrowing costs that
are not directly attributable to the acquisition, construction or production of a qualifying asset are recognized in consolidated statement
of income using the effective interest method.

Foreign currency gains and losses are reported on a net basis within finance cost.

Transactions and balances

Transactions in foreign currencies are initially recorded by the Group entities at their respective functional currency spot rate at the date
the transaction first qualifies for recognition.

Foreign currencies

The Group’s consolidated financial statements are presented in Saudi Riyal, which is also the Group’s functional currency. For each
entity, the Group determines the functional currency and items included in the financial statements of each entity are measured using
that functional currency. The Group uses the direct method of consolidation and on disposal of a foreign operation, the gain or loss that
is reclassified to consolidated statement of income reflects the amount that arises from using this method.

Monetary assets and liabilities denominated in foreign currencies are retranslated at the rate of exchange ruling at the consolidated
financial statements date. All differences are recognized in consolidated statement of income. Non-monetary items that are measured
in terms of historical cost in a foreign currency are translated using the exchange rates at the dates of the initial transactions.

Segment information

A segment is a component of the Group 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 Group’s other components. All operating segments’
operating results are reviewed by the Group’s Chief Operating Decision maker to make decisions about resources to be allocated to the
segment and to assess its performance, and for which discrete financial information is available.
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New standard issues, standard issued and effective

Following are standards and amendments, which are effective for annual periods beginning on or before 1 January 2022G (unless
otherwise stated):

- Onerous Contracts — Costs of Fulfilling a Contract — Amendments to IAS 37

- Reference to the Conceptual Framework — Amendments to IFRS 3

- Property, Plant and Equipment: Proceeds before Intended Use — Amendments to IAS 16

- IFRS 1 First-time Adoption of International Financial Reporting Standards — Subsidiary as a first-time adopter
- IFRS 9 Financial Instruments — Fees in the ‘10 per cent’ test for derecognition of financial liabilities

- IAS 41 Agriculture — Taxation in fair value measurements

These amendments had no impact on the consolidated financial statements of the Group.

The Group has not early adopted any other standard, interpretation or amendment that has been issued but is not yet effective.

New standard issues, standard issued but not yet effective

There are new and amended standards and interpretations that are issued, but not yet effective, up to the date of issuance of the Group’s
financial statements as listed.

Name of standard, amendment, or interpretation Effective date

IFRS 17 Insurance Contracts 1 January 2023G
Amendments to IAS 1: Classification of Liabilities as Current or Non-current 1 January 2023G
Definition of Accounting Estimates - Amendments to IAS 8 1 January 2023G
Disclosure of Accounting Policies - Amendments to IAS 1 and IFRS Practice Statement 2 1 January 2023G
Deferred Tax related to Assets and Liabilities arising from a Single Transaction - Amendments to IAS 12 1 January 2023G

The Group intends to adopt these new and amended standards and interpretations, if applicable, when they become effective.

Significant accounting judgements, estimates and assumptions

In preparing these consolidated financial statements, management has made estimates and assumptions that affect the application of
the Group’s accounting policies and the reported amounts of assets, liabilities, income and expenses and the accompanying disclosures.
Uncertainty about these assumptions and estimates could result in outcomes that require a material adjustment to the carrying amount
of assets or liabilities affected in future periods.

Core estimates and assumptions are reviewed on an on-going basis. Revisions to estimates are recognized prospectively.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that have a risk
of causing an adjustment to the carrying amounts of assets and liabilities within the next financial year, are described below. The
Group used its assumptions and estimates on parameters available when the consolidated financial statements were prepared. Existing
circumstances and assumptions about future developments, however, may change due to market changes or circumstances arising that
are beyond the control of the Group. Such changes are reflected in the assumptions when they occur.

Impairment of non-financial assets

Impairment exists when the carrying value of an asset or cash generating unit (CGU) exceeds its recoverable amount, which is the
higher of its fair value less costs of disposal and its value in use. The fair value less costs of disposal calculation is based on available
data from binding sales transactions, conducted at arm’s length, for similar assets or observable market prices less incremental costs for
disposing of the asset. The value in use calculation is based on Discounted Cash Flow model (“DCF”). The cash flows are derived from
the budget for the next five years and do not include restructuring activities that the Group is not yet committed to or significant future
investments that will enhance the performance of the assets of the CGU being tested. The recoverable amount is most sensitive to the
discount rate used for the DCF model as well as the expected future cash-inflows and the growth rate used for extrapolation purposes.
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Expected credit losses for trade receivables

The Group has applied the standard’s simplified approach of impairment in accordance with IFRS 9 and has calculated ECLs based on
lifetime expected credit losses. The Group has established a provision matrix that is based on its historical credit loss experience for
groupings of various customer segments that have similar loss patterns, adjusted for forward-looking factors specific to the debtors and
the economic environment. The assessment of the correlation between historical observed default rates, forecast economic conditions
and ECLs is a significant estimate. The amount of ECLs is sensitive to changes in circumstances and of forecast economic conditions.
The Group’s historical credit loss experience and forecast of economic conditions may also not be representative of customer’s actual
default in the future.

Employees’ defined benefit obligations

The Employees’ defined benefit obligations are determined using actuarial valuations. An actuarial valuation involves making various
assumptions, which may differ from actual developments in the future. These include the determination of the discount rate, future
salary increases, mortality rates and future pension increases. Due to the complexity of the valuation, the underlying assumptions, and
its long-term nature, a DBO is highly sensitive to changes in these assumptions. All assumptions are reviewed annually.

Useful lives and residual values of property and equipment

The management reviews useful lives and residual values of property and equipment annually. Any change in the estimated useful life
or depreciation pattern will be accounted for prospectively. There was no change in useful lives of property and equipment during the
year.

Going concern

The consolidated financial statements have been prepared under the going concern basis. The Group’s management has made an
assessment of the Group’s ability to continue as a going concern and is satisfied that the Group has the resources to continue in business
for the foreseeable future. Furthermore, the management is not aware of any material uncertainties that may cast significant doubt upon
the Group’s ability to continue as a going concern.

Fair value measurement of financial instruments

When the fair values of financial assets and financial liabilities recorded in the consolidated statement of financial position cannot be
measured based on quoted prices in active markets, their fair value is measured using valuation techniques including the discounted
cash flow (DCF) model. The inputs to these models are taken from observable markets where possible, but where this is not feasible,
a degree of judgement is required in establishing fair values. Judgements include considerations of inputs such as liquidity risk, credit
risk and volatility. Changes in assumptions relating to these factors could affect the reported fair value of financial instruments.

Leases - Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in the lease, therefore, it uses its incremental borrowing rate (IBR) to
measure lease liabilities. The IBR is the rate of interest that the Group would have to pay to borrow over a similar term, and with a
similar security, the funds necessary to obtain an asset of a similar value to the right-of-use asset in a similar economic environment.
The IBR therefore reflects what the Group ‘would have to pay’, which requires estimation when no observable rates are available (such
as for subsidiaries that do not enter into financing transactions) or when they need to be adjusted to reflect the terms and conditions
of the lease (for example, when leases are not in the subsidiary’s functional currency). The Group estimates the IBR using observable
inputs (such as market interest rates) when available and is required to make certain entity-specific estimates (such as the subsidiary’s
stand-alone credit rating).

Judgements

Determining the lease term of contracts with renewal and termination options - Group as lessee

The Group determines the lease term as the non-cancellable term of the lease, together with any periods covered by an option to extend
the lease if it is reasonably certain to be exercised, or any periods covered by an option to terminate the lease, if it is reasonably certain
not to be exercised.

The Group has several lease contracts that include extension and termination options. The Group applies judgement in evaluating
whether it is reasonably certain whether or not to exercise the option to renew or terminate the lease. That is, it considers all relevant
factors that create an economic incentive for it to exercise either the renewal or termination. After the commencement date, the Group
reassesses the lease term if there is a significant event or change in circumstances that is within its control and affects its ability to
exercise or not to exercise the option to renew or to terminate (e.g., construction of significant leasehold improvements or significant
customization to the leased asset).

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

PN
77 N\
. Jloiiwdl 64 1 h
66 | Shareholder Circular TAIBA INVESTMENTS

Property lease classification - Group as lessor

The Group has entered into leases on its properties. The Group has determined, based on an evaluation of the terms and conditions of
the arrangements, such as the lease term not constituting a major part of the economic life of the commercial property and the present
value of the minimum lease payments not amounting to substantially all of the fair value of the commercial property, that it retains
substantially all the risks and rewards incidental to ownership of these properties and accounts for the contracts as operating leases.

Operating segments

The Group has the following strategic divisions, which represents its reportable segments. These segments offer different services and
are managed separately because they have different economic characteristics — such as trends in sales growth, rates of return and level
of capital investment — and have different marketing strategies.

All the Group’s businesses are located in the Kingdom of Saudi Arabia. The following summary describes the operations of each
reportable segment:

- Hospitality: represents hotels owned by the Group and revenues generated through them whether these hotels are
operated by the Group or by a third party.
- Property management: represents management and operation of hotels and properties that are not owned by the Group.

- Property rental: represents properties owned by the Group which are leased to others. These properties primarily
comprise of residential compounds and commercial complexes.

- Others: represents corporate office and other support services departments.
4.5 Results of Operations

4.5.1 Consolidated Statements of Income

The following table shows the Group’s consolidated statements of income for the fiscal years ended 31 December 2020G, 31 December
2021G and 31 December 2022G:

Table 4.1: Consolidated statement of comprehensive income for the fiscal years ended 31 December 2020G, 2021G and
2022G.

Compound-
ed Annual
Growth Rate
2020G-2022G

Fiscal Year Fiscal Year Fiscal Year Annual Annual
SR in thousands 2020G 2021G 2022G Growth Growth

(Audited) (Audited) (Audited) | 2020G-2021G | 2021G-2022G

Hospitality revenue 321,034 348,383 436,539 8.5% 25.3% 16.6%
Rent revenue 119,618 123,246 128,830 3.0% 4.5% 3.8%
Management fee revenue 1,668 1,521 3,026 (8.8%) 98.9% 34.7%
Total revenue 442,320 473,150 568,395 7.0% 20.1% 13.4%
Costs of revenue (381,495) (413,652) (433,449) 8.4% 4.8% 6.6%
Gross profit 60,824 59,498 134,946 (2.2%) 126.8% 49.0%
Selling and marketing (1,474) (1,980) (3,097) 34.3% 56.4% 45.0%
General and administrative (53,596) (31,292) (42,465) (41.6%) 35.7% (11.0%)

Impairment of projects under - - (27,433) Not applicable Not applicable Not applicable

construction

Total expenses (55,070) (33,272) (72,995) (39.6%) 119.4% 15.1%
Operating income 5,754 26,226 61,951 355.8% 136.2% 228.1%
Financial charges (33,241) (23,145) (41,297) (30.4%) 78.4% 11.5%
Financial charges on lease liabilities (15,759) (13,741) (14,166) (12.8%) 3.1% (5.2%)
Finance income 324 38 147 (88.2%) 286.8% (32.7%)
Other income, net 630 10,053 3,074 1495.7% (69.4%) 120.8%
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Compound-
ed Annual
Growth Rate
2020G-2022G

Fiscal Year Fiscal Year Fiscal Year Annual Annual
SR in thousands 2020G 2021G 2022G Growth Growth

(Audited) (Audited) (Audited) 2020G-2021G | 2021G-2022G

Net gain on derivative instruments

- 1 0, 1
at fair value through profit or loss 16,378 32,643 Not applicable 99.3% Not applicable
Share of net results of investments (1,739) (4,290) 2,374 146.7% (1553%)  Not applicable
in equity accounted investees
Income / (loss) before zakat (44,030) 11,519 44,726 (126.2%) 288.3% N.Ot
applicable
Zakat (7,579) 9,312) (4,575) 22.9% (50.9%) (22.3%)
Net income / (loss) for the year (51,609) 2,206 40,151 N.Ot 1720.1% N.Ot
applicable applicable

Source: The audited consolidated financial statements for the year ended 31 December 31 December 2021G and 31 December 2022G

Table 4.2: KPIs for the fiscal years ended 31 December 2020G, 2021G and 2022G.

. . . , . S Annual Annual Compounded An-
. Fiscal Year | Fiscal Year | Fiscal Year
SR in thousands 2020G 2021G 2022G Growth Growth nual Growth Rate
2020G-2021G | 2021G-2022G 2020G-2022G

No. of hospitality properties 12 12 0.0% 0.0% 0.0%
No. of rental properties 3 4 4 33.3% 0.0% 15.5%
Ave. revenue per hospitality (SR 26,743 29,032 36,377 8.6% 25.3% 16.6%
in 000s)
Avg. revenue per rental (SR in 000s) 39,873 30,799 32,131 (22.8%) 4.3% (10.2%)
No. of employees 1,565 1,423 1,385 (9.1%) (2.7%) (5.9%)
As a percentage of total revenue
Gross profit 13.8% 12.6% 23.7% (1.2) 11.2 10.0
General and administrative expenses 12.1% 6.6% 7.5% (5.5) 0.9 (4.6)
Selling and marketing expenses 0.3% 0.4% 0.5% 0.1 0.1 0.2
EBITDA 24.8% 34.4% 37.7% 9.7 33 12.9
Net income / (loss) (11.7%) 0.5% 7.1% 12.1 6.6 18.7

Source: Management information

Revenue

Revenue was generated from 3 main types of services: (i) Hospitality: accounting for an average 74.3% of total revenue over the
period under review, which comprised of hotels and aparthotels, (ii) Rentals: accounting for an average 25.3% of total revenue, which
comprised of residential compounds and one commercial center, and (iii) Management fees: accounting for an average 0.4% of total
revenue, generated from hotels and residential properties that are managed / operated by the Group.

Revenue increased by 7.0% from SAR 442.3 million in FY20 to SAR 473.2 million in FY21 largely driven by:

1. an increase in hospitality revenue (+SAR 27.3 million) as a result of (i) higher occupancy recorded across properties
due to improved operations on the back of the easing of travel restrictions post COVID-19 lockdowns, and (ii)
reinstatement of banquet and catering services as of Q4-21 (with the exception of limited services in the Makkah
region during the Hajj season of FY22). This was slightly offset by lower revenue recorded for the Riyadh Marriott
Hotel (-SAR 24.8 million) due to the departure of MoH guests who fully occupied the property for a period of 7
months in FY20 (June-20 to Dec-20), and slower pick up in corporate demand for this property compared to other
properties;

2. expansion in the portfolio of Shada properties (+SAR 12.0 million) as a result of an increase in the number of

properties from 3 to 6, and the ramp up in operations and full year effect of the opening of Holiday Inn & Suites Jubail
(+SAR 9.5 million), which commenced operations in FY20; and

3. an increase in rental revenue (+SAR 3.6 million) driven by (i) the opening of Dur Al-Wadi in Riyadh (+SAR 1.9
million) in FY21, a high-end residential compound located in close proximity to the Diplomatic Quarters, and (ii)
higher occupancy and annual lease rates, due to an increase in rent rates across tenants, recorded for the Group’s key
residential property Darraq (+SAR 1.4 million).
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Revenue increased by 20.1% from SAR 473.2 million in FY21 to SAR 568.4 million in FY22 mainly driven by hospitality revenue
(+SAR 88.2 million) as a result of (i) higher demand for hospitality services, on the back of the full year effect of the easing of
travel restrictions, and thus an increase in overall occupancy and market rates, which translated to an increase in average rates across
properties, and (ii) full year effect of the reinstatement of banquet and catering services (with the exception of limited offering in the
Makkah region during the Hajj season however 100% services is expected in FY23); which was accompanied with a shift in guest
behavior back to F&B services post COVID-19.

This was partially offset by a decrease in revenue from (i) Makarem Annakheel Village (-SAR 25.1 million) as a consequence of the
temporary shutdown of the property for a period of 8 months in FY22 (as of May-22) for refurbishment works and rebranding, and
(i1) Holiday Inn Tabuk Hotel (-SAR 22.7 million) following the departure of the Royal Fleet and MoH in the first week of FY22, and
expansion of the property in FY22 which resulted in an increase in the number of available rooms.

This was coupled with an increase in rental revenue (+SAR 5.6 million) driven by (i) Dur Al-Wadi (+SAR 2.9 million) due to the ramp
up and full year effect of operations, which translated to an increase in occupancy, as well as an increase in the average yearly lease
rate, and (ii) Darraq (+SAR 2.7 million), mainly associated with an increase in the annual lease rate due to an increase in rent rates
across tenants.

Cost of Revenue

Cost of revenue is mainly comprised of employee costs and depreciation expense which collectively accounted for an average 63% of
total cost of revenue over the period under review.

Cost of revenue increased by 8.4% from SAR 381.5 million in FY20 to SAR 413.7 million in FY21 mainly driven by an increase in:

1. salaries and benefits (+SAR 42.9 million) associated with (i) an increase in the average monthly salary per employee
as a result of the absence of cost cutting initiatives adopted in FY20 due to COVID-19 which included temporary
salary reductions, and vacation reductions and rescheduling, as well as government-related financial support that was
received in FY20, and (ii) outsourced labour costs (+SR8.1m) due to a higher reliance on outsourced labour following
the opening of the Holiday Inn Jubail, and the hiring freeze from COVID-19 for a period of time in FY21; and

2. depreciation expense (+SAR 11.7 million) driven by (i) opening of Holiday Inn & Suites Jubail (+SAR 5.3 million)
and Dur Al-Wadi Compound (+SAR 1.7 million) during the period, (ii) expansion in the Shada portfolio of properties
(+SAR1.5 million), Makarem Ajyad Makkah Hotel (+SAR3.7 million), slightly offset by a decrease in depreciation
for Marriott Airport (-SAR 1.1 million) due to the renovations and expansion works that took place between FY 18-20
and no major capex in later periods.

This was partially offset by a decrease in (i) operating supplies and accessories (-SAR 10.4 million), which were higher in FY20 due
to more stringent health and safety regulations during COVID-19 which resulted in higher consumption of consumables and at higher
prices during Q2-20, launch of the Safe Stay program, and the opening of Holiday Inn & Suites Jubail, (ii) advertising expenses due
to lower marketing activity and promotions, and (iii) one-off expenses recorded in FY20 related to pre operating expenses for Holiday
Inn & Suites Jubail, and an inventory write-off made in FY20 in relation to the Crown Plaza Riyadh Palace Hotel.

Cost of revenue increased by 4.8% from SAR 413.7 million in FY21 to SAR 433.4 million in FY22 mainly driven by an increase in
employee costs (+SAR 15.0 million ) associated with (i) higher average salaries paid to employees due to promotions and increments
provided during the year following a revision to salary scheme, and improved operations, and (ii) higher reliance on outsourced labour
(+SAR 7.1 million) due to the increase in operations across properties, and in particular the reinstatement of F&B outlets, given that
outsourced labour are utilized for banquet, kitchen, housekeeping and laundry services. According to Management, they expect to
continue to rely on outsourced labour for certain roles, which helps the Group benefit during slower periods. However, this is expected
to decrease in FY23 as Management plans to hire more in-house staff to accommodate the expected increase in operations going
forward.

Gross Profit

Gross margin decreased from 13.8% in FY20to 12.6% in FY21 primarily due to (i) higher margins recorded for rooms in the first 2 months
of FY20 (pre COVID-19) compared to lower rates recorded throughout FY21 for those properties that accommodated MoH guests during
the period due to low rates charged and lower demand for hospitality throughout FY21, (ii) an increase in employee costs, despite the drop in
headcount from 1,509 to 1,368, associated the absence of cost cutting initiatives which were adopted by the Group in FY20 which included
salary reductions ranging between 5%-40%, and vacation reductions and rescheduling, financial support received by the government, and
(iii) lower commissions paid to travel agents for hotel bookings in FY20.

This was slightly offset by a decrease in (i) operating supplies and accessories, which were higher in FY20 due to more stringent
health and safety regulations related to COVID-19, (ii) lower advertising and marketing activity conducted in FY21, and (iii) one-off
expenses recorded in FY20 related to pre operating expenses for Holiday Inn & Suites Jubail and the inventory write-off in relation to
Crown Plaza Riyadh Hotel.

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

P oSN
77 N\
TAIBA INVESTMENTS Shareholder Circular | 69

Gross margin increased to 23.7% in FY22 driven by (i) higher demand for hospitality services and higher average market rates, which
translated to an increase in occupancy and average rates, with average rates in FY22 reverting back to pre COVID-19 levels, (ii) full
year effect of the reinstatement of banquet and catering services (as of Q4-21), which yield high margins, and (iii) lower kitchen costs,
in relation to F&B, due to certain government requirements that were no longer required, and the discontinuation of the Safe Stay
program.

Selling and Marketing Expenses

Selling and marketing expenses related to marketing activity conducted on a head office level, and remained relatively stable at ¢.0.4%
of revenue over the period under review.

General and Administrative Expenses

General and administrative expenses mainly comprised (i) employee costs, which accounted for 51.2% of total cost over FY20-22, and
(i1) board of directors remunerations, which accounted for ¢.9%.

G&A expenses decreased from SAR 53.6 million in FY20 to SAR 31.3 million in FY21 driven by a decrease in (i) professional fees
(-SAR 7.3 million) due to one-off legal fees incurred in FY20 (amounting to SAR 6.0 million) in connection with the lawsuit filed
against the financial institution for the validity of the two derivatives, (ii) provision for ECL (-SAR 7.1 million) due to the Group
adopting a new policy in FY21, and collections of bad debt made during the period, which resulted in a reversal during the period,
and (iii) an exceptional expense incurred in FY20 (amounting to SAR 6.5 million) in connection with Zakat and VAT assessments for
prior periods.

G&A expenses increased to SAR 42.5 million in FY22 driven by (i) provision for ECL (+SAR 5.6 million) due to a higher provision
recorded in FY22, mainly related to the Marriott Courtyard, and (ii) salaries and benefits (+SAR 4.9 million) due to the full year effect
of replacement of some employees who resigned in FY20 at higher average salaries, and increments and promotions provided to staff
in FY22 following a revision to salary schemes, as well as the improved operations. This was coupled with higher incentives recorded
in FY22 (+SAR 2.5 million) as a result of improved operations.

Impairment of projects under constructions related to the cancelation of 3 projects under construction. The Group reviews the progress
of projects under construction periodically. During their last review and taking into consideration the recent economic outlook for
different regions in KSA, and aligning the Group’s strategy with Vision 2030, the Group decided to cancel 3 projects and accordingly
impaired the entire capitalized costs of these projects (SAR 27.4 million).

Financial charges

Financial charges related to Murabaha commissions in connection with 10 loans obtained from 5 local commercial banks in the form
of Murabaha financing with accrued Murabaha commission at market prevailing rates.

Finance charges decreased by 30.4% from SAR 33.2 million in FY20 to SAR 23.1 million in FY21 due to higher SIBOR rate exhibited
in Q1-20, and settlement of the Marriott Hotel Riyadh loan in July-20.

Finance charges increased by 78.4% from SAR 23.1 million in FY21 to SAR 41.3 million in FY22 driven by an increase in term loans
obtained for the Group’s expansion plans, and a bank overdraft utilized in FY21 in relation to the settlement of the derivative financial
instruments.

Financial charges on lease liabilities

The Group adopted IFRS16 in FY19 which resulted in financial charges on lease liabilities, which averaged SAR 14.5 million over
the FY20-22 period.

Financial income

Finance income related to short term Murabaha deposits with average maturities ranging between 30-90 days which bear an average
commission of 196 basis points.

Other income

Other income increased from SAR 630 thousand in FY20 to SAR 10.1 million in FY21 driven by (i) non-recurring income recorded in
FY21 related to settlements with a contractor (SAR 9.1 million), and reimbursements from ZATCA (SAR 1.8 million), and (ii) accruals
no longer required (SAR 5.0 million) pertaining to a provision that was booked in FY'19 for contingent maintenance and other pre-
opening expenses of the newly constructed hotels during the period, which was not consumed and accordingly, the excess provisions
were reversed in FY21 and FY22. This was slightly offset by consultancy expenses (SAR 7.0 million) related to due diligence and
other professional services incurred in FY21 as a result of the proposed merger activities, that were suspended in early FY22.
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Other income decreased from SAR 10.1 million in FY21 to SAR 3.1 million in FY22, and mainly comprised the remaining contingent
and maintenance excess provision no longer required (SAR 2.2 million).

Net gain on derivative instruments at FVPL related to two interest rate swap derivative agreements that the Group entered into with
a local financial institution which did not qualify for hedging purposes. Accordingly, the Group filed a lawsuit against the financial
institution in FY20 to dispute the validity of these agreements. In FY21, the Committee for Resolution of Securities Disputes issued
a final decision for lack of jurisdiction and clarified that this subject to the Committee of Banking and Financial Disputes, after which
the Group files a new lawsuit in FY22 before the Committee of Banking and Financial Disputes to revoke the agreements.

The Group continues to pursue the legal case however has recognized the realized gains and fair value change as per IFRS, which
amounted to SAR 16.4 million and SAR 32.6 million in FY21 and FY22 respectively. The derivatives carried an original maturity of
Dec-24, however one of these derivatives was called back by the financial institution in Dec-22.

Share of investments in equity investees represents the Group’s (i) 25% equity stake in Saudi Company for Heritage Hospitality, (ii)
50% stake in Al Madinah Hotels Company Limited, and (iii) 49% equity stake in Al Madinah Tower Real Estate Company (added in
FY21). The Saudi Company for Heritage Hospitality is going through a liquidation formality.

Zakat

The Company and its subsidiaries file their Zakat returns individually based on their financial statement and a total estimated Zakat is
presented in the consolidated statement of income for the Group. As such zakat registered SAR 7.6 million in FY20, SAR 9.3 million
in FY21, and SAR 4.6 million in FY22.

Net income / (Loss) for the year

The Group recorded a net loss of SAR 51.6 million in FY20 driven by the drop in revenues and lower margins generated as a result
of COVID-19, coupled with higher G&A expenses (related to one-off expenses), and finance charges recorded during the period. This
resulted in a net loss margin 11.7% in FY20.

Net profit of SAR 2.2 million was recorded in FY21 driven by the (i) increase in revenue (+SAR 30.8 million) due to improved
operations during the period, (ii) a decrease in general and administrative expenses and finance charges, and (iii) recording of a net
gain on derivatives during the period.

Net profit increased from SAR 2.2 million in FY21 to SAR 40.2 million in FY22 driven by the increase in revenue and improvement
in profitability during the period, mainly associated with hospitality services, coupled with gains related to fair value change of the two
Interest Swap derivative agreements, and lower zakat expenses.
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4.51.1 Revenue by subsidiary

Table 4.3: Revenue by subsidiary for the fiscal years ended 31 December 2020G, 2021G and 2022G.

Fiscal Year Fiscal Year Fiscal Year Annual Annual Ce(:gl:l(’n“l;la‘:'
SR in thousands 2020G 2021G 2022G Growth Growth Growth Rate
(Audited) (Audited) (Audited) 2020G-2021G | 2021G-2022G 2020G-2022G
Dur standalone (“Dur”) 337,392 343,313 433,936 1.8% 26.4% 13.4%
Tabuk Hotel Company Limited N N N
(“Tabuk”) 39,662 43,787 21,103 10.4% (51.8%) (27.1%)
Al Nakheel Company Limited o o o
(“Annakheel”) 26,539 32,234 7,139 21.5% (77.9%) (48.1%)
Saudi Hotel Services Company o o o
(“SHSC™) 21,576 22,251 24,786 3.1% 11.4% 7.2%
Makkah Hotel Company Limited 9,922 12,311 63,489 24.1% 415.7% 153.0%
(“Makkah”)
Nuzul Shada Hospitality o o o
Company (“Shada™) 7,229 19,255 17,942 166.3% (6.9%) 57.5%
Total 442,320 473,150 568,395 7.0% 20.1% 13.4%
As a percentage of total revenue
Dur Hospitality (“Dur”) 76.3% 72.6% 76.3% 3.7 3.8 0.1
Tabuk Hotel Company Limited o N o
(“Tabuk”) 9.0% 9.3% 3.7% 0.3 (5.5) (5.3)
Al Nakheel Company Limited o N o
(“Alnakheel™) 6.0% 6.8% 1.3% 0.8 (5.6) 4.7
Saudi Hotel Services Company o N o
(“SHSC™) 4.9% 4.7% 4.4% 0.2) 0.3) (0.5)
Makkah Hotel Company Limited o N N
(“Makkah”) 2.2% 2.6% 11.2% 0.4 8.6 8.9
Nuzul Shada Hospitality 1.6% 41% 300, 24 (0.9) 15

Company (“Shada”)
Total 100.0% 100.0% 100.0% - - -

Source: Management information

Dur Hospitality Company

Dur accounted for an average 75% of the Group’s total revenue over the period under review generated from 11 properties in FY22.
The Group also generated minimal revenue from its travel agency ‘Karam Umrah’, that serves visitors of Makkah and Madinah to
facilitate all matters related to Umrah and Hajj, which commenced operations in October 2018G. Karam Umrah revenue amounted
to SAR 114 thousand in FY20, and nil revenue in FY21 and FY22 due to expiration of the license during COVID-19 which is in the
process of being renewed.

Dur revenue remained relatively stable at an average SAR 340.4 million over the FY20-21 period.

Dur revenue increased by 26.4% from SAR 343.3 million in FY21 to SAR 433.9 million in FY22 mainly due to (i) the improved
operations across all properties with the full year impact of easing of travel restrictions and the corresponding increase in occupancy
levels, (ii) an increase in average daily rates across properties, inline with the increase in overall market prices and higher demand
from corporate customers, (iii) full year effect of the reinstatement of banquet and catering services, accompanied with a shift in
guest behavior back to F&B services post COVID-19, and (iv) higher occupancy and annual lease rates recorded for the residential
properties.

Tabuk Hotel Company Limited (“Tabuk”)
The subsidiary has one property; Holiday Inn Tabuk Hotel which accounted for 3.7% of the Group’s total revenue in FY22.

Tabuk revenue increased by 10.4% from SAR 39.7 million in FY20 to SAR 43.8 million in FY21 driven by an increase in F&B
revenue (+SAR 764 thousand) and rental revenue (+ SAR 1.3 million) due to the full year effect of the lease of apartments outside of
the hotel premises, not recorded under room revenue, which commenced in June 2020G. This was mainly associated with agreements
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made with the Ministry of Health and the Saudi Royal fleet throughout FY20 and FY21 which required the Group to lease out
additional apartments (located outside of the hotel premises) in order to cater to the high demand received during the period. The rental
agreements included full fledge of services related to housekeeping, catering, maintenance, laundry services etc. In addition, the Group
recorded SR2.2m in revenue in FY21 related to rent revenue generated from the lease of unutilized land to a third party.

Tabuk revenue decreased by 51.8% from SAR 43.8 million in FY20 to SAR 21.1 million in FY21 driven by a decrease in F&B revenue
(-SAR 12.7 million) and rental revenue (-SAR 12.4 million) associated with the departure of the Royal fleet and MoH in the first week
of FY22, whom were provided with outside catering and full board services during their stay, while F&B revenue recorded in FY22
related mainly to the F&B outlet located in the hotel.

Al Nakheel Company Limited (“Alnakheel”)

The subsidiary has one property; Makarem Al Nakheel Hotel and Resort in Jeddah which accounted for 1.3% of the Group’s total
revenue in FY22.

Alnakheel revenue increased by 21.5% from SAR 26.5 million in FY20 to SAR 32.2 million in FY21 mainly driven by an increase
in both room and F&B revenue associated with an increase in occupancy average rates during the period. This was mainly a result of
several initiatives taken by management to increase villa occupancy post COVID-19 including promotional packages, kids activities,
water sports etc. which received higher customer demand as travel restrictions were still in place during FY21.

Alnakheel revenue decreased by 77.9% from SR32.2 million in FY21 to SAR 7.1m in FY22 driven by the progressive shut down of the
property, with operations completely halted as of May-22 to Dec-22, for refurbishment works and the Group’s decision to rebrand this
property to Rixos Annakheel Jeddah in attempt to increase the occupancy of this property, which had not exceeded 50% (even prior to
COVID-19). The new property is expected to be completed by Q1-24.

Saudi Hotel Services Company (“SHSC”)

The subsidiary has one property; Crown Plaza Riyadh Palace Hotel which accounted for 4.4% of the Group’s total revenue in FY22.
SHSC revenue remained relatively stable at an average of SAR 21.9 million over the FY20-21 period.

SHSC revenue increased by 11.4% from SAR 22.3 million in FY21 to SAR 24.8m in FY22 mainly driven by the higher demand for
hospitality services which resulted in an increase in the average rates, inline with the general increase in the market prices.

Makkah Hotels Company Limited (“Makkah”)

The subsidiary has one property; Makarem Ajyad Hotel in Makkah which accounted for 11.2% of the Group’s total revenue in FY22,
increasing from an average 2.4% over the FY20-21 period as this property was the most impacted during COVID-19 due to more strict
government regulations in the Makkah region compared to other regions in KSA.

Makkah revenue increased by 24.1% from SAR 9.9 million in FY20 to SAR 12.3 million in FY21 mainly driven by the increase in
occupancy following renovations and expansion work completed in FY20, and the ease of restrictions in the Makkah region.

Makkah revenue increased by 415.7% from SAR 12.3 million in FY21 to SAR 63.5 million in FY22 driven by an increase in occupancy
and ADRs on the back of the full year effect of the ease of travel restrictions, and the opening up of the Makkah region with full
opening of the region as of Mar-22 (Ramadan month) for local pilgrims yet a quota on the number of Hajj visitors was still applicable
in FY22, and no banquet / catering services were allowed during the Hajj season.

Nuzul Shada Hospitality Company (“Shada”)
The Group acquired a 60% stake in this subsidiary in March 2019G which accounted for 3.2% of the Group’s total revenue in FY22.

Nuzul Shada Hospitality Company (‘“Shada”) revenue increased by 166.3% from SAR 7.2 million in FY20 to SAR 19.3 million in
FY21 driven an increase in occupancy and average rates associated with the opening of 3 properties new during the period, with the
increase in revenue mainly from Dara Qurtuba, which had high demand.

Shada revenue decreased by 6.9% from SAR 19.3 million in FY21 to SAR 17.9 million in FY22 driven by a drop in average rates
and occupancy due to the addition of one property in FY22, with lower rates compared to remaining properties, which resulted in an
increase in the number of available room which were not instantly leased. This was slightly offset by an increase in revenue for Dara
Qurtuba due to the full year effect of the property’s operations and an increase in occupancy.
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4.5.1.2 Hospitality revenue by type

Table 4.4: Revenue from contracts with customers for the fiscal years ended 31 December 2020G, 2021G and 2022G.

Compound-
ed Annual
Growth Rate
2020G-2022G

Fiscal Year Fiscal Year Fiscal Year Annual Annual
SR in thousands 2020G 2021G 2022G Growth Growth

(Audited) (Audited) (Audited) | 2020G-2021G | 2021G-2022G

Hospitality services-rooms 206,118 253,304 315,599 22.9% 24.6% 23.7%
Sales of goods-food and beverage 82,919 82,259 110,543 (0.8%) 34.4% 15.5%
Other hospitality revenue 31,997 12,820 10,398 (59.9%) (18.9%) (43.0%)
Total hospitality revenue 321,034 348,383 436,539 8.5% 25.3% 16.6%

As a percentage of total hospitality revenue

Hospitality services-rooms 64.2% 72.7% 72.3% 8.5 0.4) 8.1
Sales of goods-food and beverage 25.8% 23.6% 25.3% 2.2) 1.7 (0.5)
Other hospitality revenues 10.0% 3.7% 2.4% (6.3) (1.3) (7.6)
Total 100.0% 100.0% 100.0% - - -

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Hospitality services - rooms

Room revenue represented on average 70% of total hospitality revenue over the period under review and comprised of revenue
generated from the rooms sold across the Group’s hotels and aparthotels.

Room revenue increased by 22.9% from SAR 206.1 million in FY20 to SR253.3 million in FY21 mainly driven by higher occupancy
across the majority of hotels, with the exception of the Riyadh Marriott Hotel which was due to the departure of MoH guests who fully
occupied the for a period of 7 months in FY20 (June-20 to Dec-20), and slower pick up in corporate demand for this property.

Room revenue increased by 24.6% from SAR 253.3 million in FY20 to SAR 315.6 million in FY22, positively impacted by the full
year effect of the easing of travel restrictions, and the recovery in the hospitality sector, with the majority of properties recording higher
occupancy and average rates inline with the general increase in market prices.

This was partially offset by a decrease in revenue from (i) Makarem Annakheel Village (-SAR 25.1 million) as a consequence of the
temporary shutdown of the property for a period of 8 months in FY22 for refurbishment works and rebranding, and (ii) Holiday Inn
Tabuk Hotel (-SAR 22.7 million) following the departure of the Royal Fleet and MoH in the first week of FY22, and expansion of the
property in FY22, which resulted in an increase in the number of available rooms.

Sales of goods - food and beverage

Food and beverage (“F&B”) revenue represented on average 25% of total hospitality revenue over the period under review and
comprised of revenue generated from (i) restaurant outlets located in the hotels and hotel lobbies, (ii) banquets related to caterings and
buffets for pre-booked social events (weddings, corporate meetings, conferences and outside caterings), and (iii) room service.

Food and beverage revenue remained relatively stable at an average of SAR 82.6 million over the FY20-21 period. This was mainly
driven by offerings limited to “a la carte” and no buffets as this was banned by local authorities, and a shift in guest behaviour away
from F&B services during COVID-19.

Food and beverage revenue increased by 34.4% from SAR 82.3 million in FY21 to SAR 110.5 million in FY22 mainly driven by (i)
increased occupancy across all properties, (ii) the lift of COVID-19 restrictions in relation to F&B services, and (iii) the reinstatement
of banquet and catering services (as of Q4-21) and the hosting of several events across the Group’s properties during the period.

Other hospitality revenue

Other hospitality revenue is generated from non room rental, leisure / recreation services, shop/car rental commissions, guest room
internet, laundry services etc.

Other hospitality revenue decreased by 59.9% from SAR 32.0 million in FY20 to SAR 12.8 million in FY21, and further decreased by
18.9% to SAR 10.4 million in FY22 mainly related to the new rental operations for the leased apartments outside of the hotel premises
in Tabuk (recorded under rental and other revenue) in connection with contracts made with the Ministry of Health and Saudi Royal
fleet in FY20, who vacated the premises in the first week of FY22.
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4.5.1.3 Hospitality revenue by property

Table 4.5: Revenue by hospitality property for the fiscal years ended 31 December 2020G, 2021G and 2022G.

Fiscal Year Fiscal Year Fiscal Year Annual Annual Compound-
SR in thousands 2020G 2021G 2022G Growth Growth Ge:(‘) ::t'::‘;‘{i'te
(Audited) (Audited) (Audited) 2020G-2021G | 2021G-2022G 2020G-2022G
Riyadh Marriott Hotel 68,155 43,386 80,658 (36.3%) 85.9% 8.8%
Marriott Courtyard Hotel 31,930 37,173 49,157 16.4% 32.2% 24.1%
Marriott Executive Apartments 23,479 24,153 25,229 2.9% 4.5% 3.7%
Shada 7,229 19,255 17,927 166.3% (6.9%) 57.5%
I:’l::l owned and operated by 130,793 123,967 172,972 (5:2%) 39.5% 15.0%
Holiday Inn Tabuk Hotel 39,662 43,787 21,103 10.4% (51.8%) (27.1%)
%’I:Sl;ﬁem Al Nakheel Hotel & 26,539 32,234 7,139 21.5% (77.9%) (48.1%)
Crowne Plaza Riyadh Palace Hotel 21,576 22,251 24,786 3.1% 11.4% 7.2%
Makarem Ajyad Makkah Hotel 9,922 12,311 63,489 24.1% 415.7% 153.0%
Total owned and operated by Dur 97,699 110,582 116,517 13.2% 5.4% 9.2%
Marriott Executive Apartments DQ 37,952 39,343 43,181 3.7% 9.8% 6.7%
Marriott Hotel Diplomatic Quarter 27,850 29,054 42,781 4.3% 47.2% 23.9%
Total leased and operated by 65,802 68,396 85,962 3.9% 25.7% 14.3%
Marriott
Marriott Airport 26,279 35,636 46,510 35.6% 30.5% 33.0%
Holiday Inn & Suites Jubail 347 9,800 14,564 2726.9% 48.6% 548.2%
Total leased and operated by Dur 26,626 45,436 61,074 70.6% 34.4% 51.5%
Total 320,920 348,383 436,525 8.6% 25.3% 16.6%
Other 114 - 14 (100.0%) Not (65.0%)
applicable
Total hospitality revenue 321,034 348,383 436,539 8.5% 25.3% 16.6%
As a percentage of hospitality revenue
Riyadh Marriott Hotel 21.2% 12.5% 18.5% (8.8) 6.0 2.8)
Marriott Courtyard Hotel 9.9% 10.7% 11.3% 0.7 0.6 1.3
Marriott Executive Apartments 7.3% 6.9% 5.8% (0.4) (1.2) (1.5)
Shada 2.3% 5.5% 4.1% 33 (1.4) 1.9
I:’lle owned and operated by 40.7% 35.6% 39.6% (52) 4.0 1.1
Holiday Inn Tabuk Hotel 12.4% 12.6% 4.8% 0.2 7.7 (7.5)
g[::;ﬁem Al Nakheel Hotel & 8.3% 9.3% 1.6% 1.0 (7.6) (6.6)
Crowne Plaza Riyadh Palace Hotel 6.7% 6.4% 5.7% (0.3) (0.7) (1.0)
Makarem Ajyad Makkah Hotel 3.1% 3.5% 14.5% 0.4 11.0 11.5
Total owned and operated by Dur 30.4% 31.7% 26.7% 1.3 5.1) 3.7
Marriott Executive Apartments DQ 11.8% 11.3% 9.9% (0.5) (1.4) (1.9)
Marriott Hotel Diplomatic Quarter 8.7% 8.3% 9.8% (0.3) 1.5 1.1
Total leased and operated by 20.5% 19.6% 19.7% 0.9) 0.1 ©.8)

Marriott
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Fiscal Year Fiscal Year Fiscal Year Annual Annual Compound-
SR in thousands 2020G 2021G 2022G Growth Growth Gelf(i) “:t';:']‘f;'te
(Audited) (Audited) (Audited) 2020G-2021G | 2021G-2022G 2020G-2022G
Marriott Airport 8.2% 10.2% 10.7% 2.0 0.4 25
Holiday Inn & Suites Jubail 0.1% 2.8% 3.3% 2.7 0.5 32
Total leased and operated by Dur 8.3% 13.0% 14.0% 4.7 0.9 5.7
Other 0.0% 0.0% 0.0% (0.0) 0.0 (0.0)
Total hospitality revenue 100.0% 100.0% 100.0% - - -

Source: Management information

" Related to religious services rendered by the Group for Mekkah tourists

Properties owned and operated by other

Revenue generated from properties owned and operated by other accounted for 39.6% of total hospitality revenue in FY22 and
included Riyadh Marriott Hotel, Marriott Courtyard Hotel, Marriott Executive Apartments (all of which are operated by Marriott), and
Shada (operated by Nuzul Shada Hospitality).

Revenue decreased by 5.2% from SAR 130.8 million in FY20 to SAR 124.0 million in FY21 mainly driven by a decrease in revenue
for Riyadh Marriott Hotel (-SAR 24.8 million) due to (i) the departure of MoH guests who fully occupied the hotel for a period of 7
months in FY20 (from Jun-20 till Dec-20), and (ii) slow pick up in corporate demand post COVID-19 compared to other of the Group’s
properties, which started to pick up as of Q3-21. This was partially offset by the increase in Shada revenue (+SAR 12.1 million) driven
by an increase in occupancy as a result of the opening of 3 properties during the period, with the increase in revenue mainly from the
opening of Dara Qurtuba, which had high demand.

Revenue increased by 39.5% from SAR 124.0 million in FY21 to SAR 173.0 million in FY22 mainly driven by Riyadh Marriott
Hotel (+SAR 37.3 million) on the back of higher occupancy and average rates recorded as a result of (i) higher demand for hospitality
services, due to the full year effect of the easing of travel restrictions, and thus an increase in overall market rates, (ii) full reinstatement
of banquet and catering services (as of Q4-21) where key events were hosted, and (iii) a shift in guest behaviour back to F&B services
post COVID-19.

Properties owned and operated by Dur

Revenue generated from properties owned and operated by Dur accounted for 26.7% of total hospitality revenue in FY22 and included
Holiday Inn Tabuk Hotel, Makarem Al Nakheel Village Hotel & Resort, Crowne Plaza Riyadh Palace Hotel, and Makarem Ajyad
Makkah Hotel.

Revenue increased by 13.2% from SAR 97.7 million in FY20 to SAR 110.6 million in FY21 mainly driven by an increase from
Makarem Al Nakheel Village Hotel & Resort (+SAR 5.7 million) driven by an increase in both room (+SAR 5.3 million) and F&B
(+SAR 1.2 million) revenue associated with higher occupancy and average rates. This was mainly related to Management’s efforts
to increase occupancy post COVID-19 as they introduced promotional packages, kids activities etc. which received higher customer
demand as travel restrictions were still in place during FY21; and

Holiday Inn Tabuk Hotel (+SAR 4.1 million) driven by (i) rental revenue (+SAR 1.3 million) related to the full year effect of the
leasing of apartments outside of the hotel premises which commenced in June-20, and (ii) SR2.2m in revenue recorded in FY21 in
relation to rent revenue generated from the lease of unutilized land in Tabuk to a third party.

Revenue increased by 5.4% from SAR 110.6 million in FY21 to SAR 116.5 million in FY22 driven by Makarem Ajyad Makkah
Hotel (+SAR 51.2 million) due to an increase in occupancy and average rates on the back of the full year effect of the ease of travel
restrictions and the opening up of the Makkah region, with full opening of the region as of Mar-22 (Ramadan month) for local pilgrims
yet a quota on the number of Hajj visitors was still applicable in FY22.

This was partially offset by the decrease in revenue from:

1. Makarem Al Nakheel Village Hotel & Resort (-SAR 25.1 million) associated with the progressive shutdown of the
property and its operations, with the property completely shutdown for a period of 8 months (May-22 to Dec-22) for
refurbishments and rebranding of the property to Rixos Annakheel Jeddah, expected to be completed in Q1-24. This
resulted in a decrease in occupancy and averages rates during the period; and

2. Holiday Inn Tabuk Hotel (-SAR 22.7 million) mainly associated with the departure of MoH and the Royal fleet during
the first week of FY22.
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Properties leased and operated by Marriott

Revenue generated from properties leased and operated by Marriott accounted for 19.7% of total hospitality revenue in in FY22 and
included Marriott Executive Apartment DQ, and Marriott Hotel DQ, both of which commenced operations in March 2019G.

Revenue increased by 3.9% from SAR 65.8 million in FY20 to SAR 68.4 million in FY21, and increased further by 25.7% to SAR
86.0 million in FY22 mainly driven by Marriott Hotel DQ (+SAR 14.9 million) as a result of an increase in occupancy and average
rates over the period due to the (i) increase in demand for hospitality services, in particular corporate demand as companies started
transferring their headquarters to Riyadh, and the corresponding increase in overall market prices, and (ii) full reinstatement of banquet
and catering services. This property, along with the Marriott Executive Apartments DQ (+SAR 5.2 million over FY20-22) exhibited
the highest rates across properties due to their prime location which serve diplomats, corporates, embassies and high-profile guests.

Properties leased and operated by Dur

Revenue generated from properties leased and operated by the Group accounted for 14.0% of total hospitality revenue in FY22 and
included Marriott Airport Hotel, and Holiday Inn & Suites Jubail which commenced operations in Nov-20.

Revenue increased by 70.6% from SAR 26.6 million in FY20 to SAR 45.4 million in FY21 driven by (i) Marriot Airport Hotel (+SAR
9.4 million) as a result of higher occupancy rates due to the accommodation of the Royal fleet’s quarantine group who occupied 16
rooms from July-21 to Mar-22, at slightly lower average rates, and (ii) Holiday Inn and Suites Jubail (+SAR 9.5 million) driven by the
ramp up and full year effect of operations which commenced in FY20.

Revenue increased by 34.4% from SAR 45.4 million in FY21 to SAR 61.1 million in FY22 mainly driven by an increase in revenue
from Marriott Airport Hotel (+SAR 10.9 million) associated with the increase in corporate demand, in particular Q4-22 which showed
strong growth, and full year effect of the ease in travel restrictions as well as the general increase in market rates.

Karam Umrah

Karam Umrah is a travel agency that serves visitors of Makkah and Madinah to facilitate matters related to Umrah and Hajj including
the issuance of visas, flight bookings, and airport transfers among others.

Karam Umrah commenced operations in October 2018G and registered revenue amounting to SAR 114 thousand in FY20 as a result
of COVID-19, and the resulting cancellation of Umrah and Hajj seasons. No revenue was recorded in the FY21 and FY22 as the
license expired during COVID-19 and is currently being renewed. Karam Umrah registered revenue of SAR 4.9 million in FY'19 (pre
COVID-19).

4.5.1.4 Rental revenue by property

Table 4.6: Revenue by hospitality property for the fiscal years ended 31 December 2020G, 2021G and 2022G.

Fiscal Year Fiscal Year Fiscal Year Annual Annual (:();gl::rl?ﬁ-
SR in thousands 2020G ‘ 2021G 2022G Growth Growth Growth Rate
(Audited) (Audited) (Audited) 2020G-2021G | 2021G-2022G 2020G-2022G
Darraq 95,855 97,224 99,947 1.4% 2.8% 2.1%
Awal Plaza 22,914 23,039 22,724 0.5% (1.4%) (0.4%)
Dur Al-Wadi Cmpd 1 1,919 4,862 164671.4% 153.4% 6361.7%
Dur Al-Sharq Cmpd 848 1,064 1,297 25.5% 21.8% 23.7%
Total 119,618 123,246 128,830 3.0% 4.5% 3.8%
As a percentage of rental revenue
Darraq 80.1% 78.9% 77.6% (1.2) (1.3) (2.6)
Awal Plaza 19.2% 18.7% 17.6% 0.5) (1.1) (1.5)
Dur Al-Sharq 0.0% 1.6% 3.8% 1.6 22 3.8
Dur Al-Wadi 0.7% 0.9% 1.0% 0.2 0.1 0.3
Total 100.0% 100.0% 100.0% - - -

Source: Management information

Rental revenue was generated from 4 properties, 3 of which are residential compounds (Darraq, Dur Al-Sharq and Dur Al-Wadi) and
1 commercial center (Awal Plaza). The majority of revenue was generated by Darraq and Awal Plaza which accounted for an average
79% and 18.5% respectively of total rental revenue over the period under review.
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Rental revenue increased by 3.0% from SAR 119.6 million in FY20 to SAR 123.2 million in FY21 driven by Dur Al-Wadi (+SAR 1.9
million) following the commencement of its operations in FY21, which is a high-end residential compound with a total capacity of 66
rooms and located in a close proximity to the DQ. This was coupled with an increase in Darraq (+SAR 1.4 million) due to an increase
in the average yearly lease rates following an increase in rental rates across tenants and higher occupancy recorded during the period.

Rental revenue increased by 4.5% from SAR 123.2 million in FY21 to SAR 128.8 million in FY22 mainly driven by (i) Dur Al-Wadi
(+SAR 2.9 million) due to the full year effect of operations, which translated to an increase in occupancy, coupled with an increase in
the average yearly lease rate over the same period, and (ii) Darraq (+SAR 2.7 million) due to a further increase in average yearly lease
rates, while occupancy levels remained relatively stable.

4.5.1.5 Cost of revenue by service

Table 4.7: Consolidated cost of revenue by service for the fiscal years ended 31 December 2020G, 2021G and 2022G.

Fiscal Year Fiscal Year Fiscal Year Annual Annual Compound-
SR in thousands 2020G 2021G 2022G Growth Growth Ger‘(i) ::t"h“]‘;zlte

(Audited) (Audited) (Audited) 2020G-2021G | 2021G-2022G 2020G-2022G
Hospitality 327,137 360,381 376,732 10.2% 4.5% 7.3%
Rental 29,186 31,896 35,941 9.3% 12.7% 11.0%
Management fees 12,894 10,590 12,508 (17.9%) 18.1% (1.5%)
Head office expenses 12,278 10,785 8,269 (12.2%) (23.3%) (17.9%)
Total 381,495 413,652 433,449 8.4% 4.8% 6.6%

As a percentage of total revenue

Hospitality 85.8% 87.1% 86.9% 1.4 0.2) 1.2
Rental 7.7% 7.7% 8.3% 0.1 0.6 0.6
Management fees 3.4% 2.6% 2.9% (0.8) 0.3 (0.5)
Head office expenses 3.2% 2.6% 1.9% (0.6) (0.7) (1.3)
Total 100.0% 100.0% 100.0% - - -

Source: Management information

Cost of revenue increased by 8.4% from SAR 381.5 million in FY20 to SAR 413.7 million in FY21 driven by hospitality (+SAR 33.2
million) mainly in relation to higher:

1. employee costs due to (i) the absence of cost cutting initiatives adopted (these included temporary payroll reductions,
vacation reductions and rescheduling) and financial support received during FY20 as a result of COVID-19, and
(i1) increased outsourced labour costs following the opening of the Holiday Inn Jubail, and the hiring freeze from
COVID-19 for a period of time in FY21; and

2. depreciation expense driven by (i) opening of Holiday Inn & Suites Jubail (+SAR 5.4 million) during the period, and
(ii) expansion in the Shada portfolio of properties (+SAR1.5 million), and Makarem Ajyad Makkah Hotel (+SAR3.7
million).

This was partially offset by a decrease in (i) operating supplies and accessories (-SAR 10.4 million), which were higher in FY20 due to
more stringent health and safety regulations in light of COVID-19 which resulted in higher consumption of consumables and at higher
prices during Q2-20, the launch of the Safe Stay program, and the opening of Holiday Inn & Suites Jubail, (ii) advertising expenses due
to lower marketing activity and promotions, and (iii) one-off expenses recorded in FY20 related to pre operating expenses for Holiday
Inn & Suites Jubail and an inventory write-off in relation to the Crown Plaza Riyadh Palace Hotel.

Cost of revenue increased by 4.8% from SAR 413.7 million in FY21 to SAR 433.4 million in FY22 driven by hospitality (+SAR 16.4
million) as a result of an increase in employee costs associated with (i) higher average salaries paid to employees due to promotions
and increments provided during the year following a revision to salary scheme and improved operations, and (ii) higher reliance on
outsourced labour (+SAR 7.1 million), due to the increase in operations across properties, and in particular the reinstatement of F&B
outlets, given that outsourced labour are utilized for banquet, kitchen, housekeeping and laundry services. According to Management,
they expect to continue to rely on outsourced labour for certain roles, which helps the Group benefit during slower periods. However,
this will decrease in FY23 as Management plans to hire more inhouse staff to accommodate the expected increase in operations going
forward.
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4.5.1.6 Cost of revenue by component

Table 4.8: Consolidated cost of revenue by component for the fiscal years ended 31 December 2020G, 2021G and 2022G.

Fiscal Year | Fiscal Year | Fiscal Year Annual Annual Ce(ggl::)nul:la(:-
SR in thousands 2020G 2021G 2022G Growth Growth Growth Rate
(Audited) (Audited) (Audited) | 2020G-2021G | 2021G-2022G 2020G-2022G
Salaries and benefits 116,673 159,567 174,518 36.8% 9.4% 22.3%
Depreciation of property and 100,730 112,437 112,895 11.6% 0.4% 5.9%
equipment and right of use of assets
Food and beverage 25,841 30,120 33,700 16.6% 11.9% 14.2%
Operating supplies 53,837 43,433 37,542 (19.3%) (13.6%) (16.5%)
Utilities 22,226 26,848 26,373 20.8% (1.8%) 8.9%
Advertising and promotion activities 18,612 12,393 14,367 (33.4%) 15.9% (12.1%)
Service and operation fees 18,659 8,758 12,968 (53.1%) 48.1% (16.6%)
Repair and maintenance 13,668 12,249 11,707 (10.4%) (4.4%) (7.5%)
. . Not
Pre-opening expenses 2,444 - - (100.0%) Not applicable .
applicable
Commission for travelling agency and
. 1,894 5,647 6,112 198.1% 8.2% 79.6%
credit cards
L . Not
Allowance for slow moving inventory 1,750 - - (100.0%) Not applicable .
applicable
Security and guarding 477 714 272 49.6% (62.0%) (24.6%)
Other 4,683 1,485 2,994 (68.3%) 101.7% (20.0%)
Total 381,495 413,652 433,449 8.4% 4.8% 6.6%
As a percentage of revenue
Salaries and benefits 26.4% 33.7% 30.7% 7.3 (3.0) 43
Depreciation of property and o o o
equipment and right of use of assets 22.8% 23.8% 19.9% 1.0 (3.9) (2.9)
Food and beverage 5.8% 6.4% 5.9% 0.5 0.4) 0.1
Operating supplies 12.2% 9.2% 6.6% (3.0 (2.6) (5.6)
Utilities 5.0% 5.7% 4.6% 0.6 (1.0) 0.4)
Advertising and promotion activities 4.2% 2.6% 2.5% (1.6) (0.1) (1.7)
Service and operation fees 4.2% 1.9% 2.3% 2.4) 0.4 (1.9)
Repair and maintenance 3.1% 2.6% 2.1% (0.5) (0.5) (1.0)
Pre-opening expenses 0.6% 0.0% 0.0% (0.6) Not applicable Not applicable
Commlssmn for travelling agency and 0.4% 1.2% 1.1% 0.8 ©.1) 06
credit cards
Allowance for slow moving inventory 0.4% 0.0% 0.0% 0.4) Not applicable (0.4)
Security and guarding 0.1% 0.2% 0.0% 0.1 (0.1) (0.1)
Other 1.1% 0.3% 0.5% (0.7) 0.2 (0.5)
Total 86.2% 87.4% 76.3% 1172 (11.2) (10.0)

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G.
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Table 4.9: KPIs for the fiscal years ended 31 December 2020G, 2021G and 2022G.

Fiscal Year | Fiscal Year 12::?1 Annual Annual i?lnxlolruna(:-
2020G 2021G 2022G Growth Growth Growth Rate
(Audited) (Audited) (Audited) 2020G-2021G | 2021G-2022G 2020G-2022G
No. of employees 1,509 1,368 1,334 (9.3%) (2.5%) (6.0%)
Avg. monthly salary per employee (SAR) 4,509 6,365 6,852 41.1% 7.6% 23.3%
Avg. monthly cost per employee (SAR) 6,443 9,720 10,902 50.9% 12.2% 30.1%

Salaries and benefits

Salaries and benefits mainly comprised basic salaries and allowances (transportation, housing, food, and schooling) in relation to direct
and administrative staff serving the Group’s properties, which accounted for an average 65% of total cost over the period under review.

Salaries and benefits increased by 36.8% from SAR 116.7 million in FY20 to SAR 159.6 million in FY21, and increased further by
9.4% to SAR 174.5 million in FY22 driven by:

1. an increase in the average monthly salary per employee from SAR 4.5 thousand to SAR 6.9 thousand over FY20-22
due to (i) the absence of cost cutting initiatives adopted in FY20 in light of the pandemic and the associated drop in
operations, which included salary reductions for ¢.240 employees for the months of May to December which ranged
between 5%-40% depending on their operational requirements (financial savings of SR3.6m), and vacation reductions
by more than 70% and rescheduling of vacations (financial savings of SR9.4m), (ii) government support received in
FY20 which included SANID financial support amounting to SR10.2m received for the months of April to December
2020G and supporting 70% of Saudis’ salaries, and Hadaf employment support of SR1.8m, an initiative by the HRDF
in connection with Saudi employees registered with the Group prior to July-19;

2. outsourced labour costs (+SAR 15.2 million), mainly related to the expansion in operations and the reinstatement
of banquet and catering services with outsourced staff mainly utilized for services including housekeeping, kitchen,
laundry and banquet. The Group is attempting to shift certain roles from in-house to outsourced in order to benefit
from the slower periods; and

3. anincrease in bonuses and incentives (+SAR 3.7 million) due to the improvement in operations, and higher bonuses
recorded in FY22 (which increased as a % of revenue from 0.5% to 1.0% over FY20-22).

Depreciation of property and equipment and right of use assets

Depreciation increased at a CAGR of 5.9% from SAR 100.7 million in FY20 to an average of SAR 112.7 million over FY21-22
driven by (i) opening of Holiday Inn & Suites Jubail (+SAR 5.3 million) and Dur Al-Wadi Compound (+SAR 1.7 million) during the
period, (ii) expansion in the Shada portfolio of properties (+SAR 2.9 million), Makarem Ajyad Makkah Hotel (+SAR 4.9 million), and
Holiday Inn Tabuk Hotel (+SAR 1.6 million), and (iii) capex additions to Darraq (+SAR 1.4 million). This was slightly offset by a drop
in depreciation across other properties with minimal capex incurred and some assets being fully depreciated.

Food and beverage

F&B costs increased by 16.6% from SAR 25.8 million in FY20 to SAR 30.1 million in FY21, and further by 11.9% to SAR 33.7
million in FY22 driven by the (i) increase in hospitality occupancy, (ii) full year effect of the reinstatement of banquet and catering
services as of Q4-21, and (iii) a shift back in guest behaviour towards F&B services.

F&B costs as a % of F&B revenue averaged 33% over the FY20-22 period, with a slight increase to 37% in FY21 mainly due to
the relatively stable F&B revenue over FY20-21, which was offset by higher kitchen costs associated with the stringent government
regulations in relation to hygiene and the Safe Stay Program that was launched.

Operating supplies

Operating supplies relate to all operating requirements, accessories, and supplies used for the operations of the Group’s properties.

Operating supplies decreased by 19.3% from SAR 53.8 million in FY20 to SAR 43.4 million in FY21, and decreased further by 13.6%
to SAR 37.5 million in FY22 mainly due to higher operating expenses incurred in FY20 and FY21 as a result of (i) opening of Holiday
Inn & Suites Jubalil, (ii) lease of additional apartments located outside of the hotel premises in Tabuk, (iii) increased operating costs
due to more stringent health and safety regulations in light of COVID-19, which resulted in higher consumption of consumables and
at higher prices during Q2-20, and (iv) launching of the Safe Stay Program.
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It should be noted that operating supplies expense was ¢.SR9m understated in FY20 as the auditor booked IT & telecom system
expenses under ‘service and operation fees’ during the period. The lower operating costs of SAR 37.5 million recorded in FY22 (8.6%
of hospitality revenue) are considered the normal level, which have reverted back to a pre COVID-19 levels (which amounted to 8.3%
of total hospitality revenue in FY'19).

Utilities
Utilities increased by 20.8% from SAR 22.2 million in FY20 to an average SAR 26.6 million over the FY21-22 period driven by (i)

opening of Holiday Inn & Suites Jubail and Dur Al-Wadi Compound, and (ii) renovations / expansion works and increase in operations
of properties.

Utilities were also lower in FY20 mainly due to (i) lower consumption associated with the lower occupancy recorded during the period,
and some properties not being fully operational, and (ii) receiving a 30% discount on electricity bills for 3 months, which resulted in
financial savings of SAR 934 thousand.

Advertising and promotion activities

Advertising and promotion activities decreased by 33.4% from SAR 18.6 million in FY20 to SAR 12.4 million in FY21 due to lower
spending as a result of COVID-19, and the travel restrictions.

Advertising expenses increased by 15.9% to SAR 14.4 million in FY22 mainly on the back of increased operations, yet at lower levels
compared to pre COVID-19 levels, with advertising expenses averaging 2.6% of revenue over FY21-22 (compared to 4.2% in FY20).

Service and operation fees

Service and operation fees relate to system / royalty, incentive, and franchise fees recorded across the Group’s properties that are
operated by a third party.

Service and operation fees amounted to SAR 18.7 million in FY20, which is an overstated amount as the auditor booked c.SAR 9
million of IT & telecom system expenses under this account, which were reclassified to operating supplies in FY21 and FY22.

Accordingly, services and operation fees decreased from SAR 9.6 million in FY20 to SAR 8.8 million in FY21, and increased by
48.1% to SAR 13.0 million in FY22 mainly driven by Riyadh Marriott Hotel (the Group’s highest revenue generating property), which
recorded no incentive fees in FY21 due to losses incurred, and total fees of SAR 3.2 million in FY22 following the improvement in
operations.

Repair and maintenance

Repair and maintenance decreased by 10.4% from SAR 13.7 million in FY20 to SAR 12.2 million in FY21, and decreased further by
4.4% to SAR 11.7 million in FY22 mainly driven by the expansions and renovations that the Group undertook in FY20 following the
slowdown in operations due to COVID-19.

Pre-opening expenses

Pre-opening expenses related to opening expenses for hospitality properties that commenced operations during the period under review
with SAR 2.4 million recorded in FY20 related to the opening of Holiday Inn & Suites Jubail.

Commission for traveling agency for credit cards

Commissions for traveling agency and credit cards related to commissions paid to agents for reservations made online (e.g. booking.
com, Agoda etc.) whereby the commissions charged are based on a % of revenue generated, which have historically ranged between
10-15% of revenue.

Commissions increased by 198.1% from SAR 1.9 million in FY20 to SAR 5.6 million in FY21, and increased further by 8.2% to SAR
6.1 million in FY22 driven by the general increase in operations of the Group’s business and more demand for online bookings post
COVID-19.

Allowance for slow-moving inventories

Provisions for slow moving inventories amounted to SAR 1.8 million in FY20 and mainly related to a provision recorded for the
Crown Plaza Riyadh Hotel in relation to linens with old logos that were no longer usable. No provisions were recorded over FY21-
22, which Management attributed to no further provision required as an inventory balance of SAR 2.7 million, related to the Crown
Plaza Riyadh Hotel, that was aged over 6 years (against which no provision was historically recorded) was written off during FY20
(recorded under ‘other’).
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Security and guarding

Security relates to outsourced security staff mainly for the compounds as the Group’s hotels mostly use an in-house security team.
Security expenses increased from SAR 477 thousand in FY20 to SAR 714 thousand in FY21 due to additional outsourced security staff
required for the opening of the Holiday Inn Jubail. Security expenses decreased to SAR 272 thousand in FY22.

Other

Other expenses mainly related to VAT exempt expenses and other miscellaneous operating expenses, which decreased by 68.3%
from SAR 4.7 million in FY20 to SAR 1.5 million in FY21 mainly due to a one-off write-off of inventory expense (SAR 2.7 million)
recorded in FY?20 in relation to the Crown Plaza Riyadh Palace Hotel.

Other expenses increased by 101.7% from SAR 1.5 million in FY21 to SAR 3.0 million in FY22 driven by an increase in VAT exempt
expenses, and marketing expenses related to Marriott Airport.

4.5.1.7 Gross profit by service

Table 4.10: Gross profit by service for the fiscal years ended 31 December 2020G, 2021G and 2022G.

Fiscal Year Fiscal Year Fiscal Year Annual Annual Ce(:llgl:::ll?ﬁ-
SR in thousands 2020G 2021G 2022G Growth Growth Growth Rate

(Audited) (Audited) (Audited) 2020G-2021G | 2021G-2022G 2020G-2022G
Hospitality (6,104) (11,998) 59,893 96.6% Not applicable Not applicable
Rental 90,432 91,300 92,585 1.0% 1.4% 1.2%
Management fees (11,226) (9,019) (9,262) (19.7%) 2.7% (9.2%)
Head office expenses (12,278) (10,785) (8,269) (12.2%) (23.3%) (17.9%)
Total 60,824 59,498 134,946 2.2%) 126.8% 49.0%
Gross margins
Hospitality (1.6%) 3.7%) 13.7% (2.2) 17.5 15.3
Rental 75.6% 74.1% 72.0% (1.5) 2.1) (3.6)
Management fees (674.4%) (574.1%) (285.4%) 100.2 288.8 389.0
Head office expenses (2.8%) (2.3%) (1.7%) 0.5 0.5 1.0
Total 13.8% 12.6% 23.7% 1.2) 11.2 10.0

Source: Management information.

Hospitality

Hospitality gross loss increased by 2.2ppts from -1.6% in FY20 to -3.7% in FY21 mainly due to (i) higher margins recorded for rooms
in the first 2 months of FY20 (pre COVID-19) compared to lower rates recorded throughout FY20 (post Q1-20) and FY21 for those
properties that accommodated MoH guests during the period due to low rates charged and lower demand, (ii) higher salaries and
benefits costs recorded in FY21 due to absence of cost cutting initiatives, and government financial support that was received in FY20,
and (iii) lower commissions paid to travel agents for hotel bookings in FY?20.

Hospitality gross margin improved by 17.5ppts to 13.7% in FY22 mainly associated with:

1. Makarem Ajyad Makkah (+146.4ppts) due to (i) higher room and F&B revenue (+SAR 52.4 million) generated during
the period driven by an increase in occupancy and higher ADRs, which translated to higher fixed cost absorption of
direct and administrative staff costs, and (ii) increase in other revenue (+SAR 445 thousand), related to an area around
the property which the Group rents out to small shops, which records a margin of 99%. This was slightly offset by an
increase in depreciation (+SAR 4.9 million over FY20-22) resulting from renovations work;

2. Marriott Courtyard (+20.2ppts) due to higher profitability recorded for F&B and associated with (i) increase in
revenue and higher ADRs, which translated to higher fixed cost absorption of staff costs, (ii) resumption of banquet
and catering services, which yield higher margins, (iii) decreased kitchen costs incurred during FY22 as a result of
less stringent F&B regulations (and discontinuation of the Safe Stay program which was costly on the Group), and (iv)
a decrease in depreciation expense (-SAR 1.7 million over FY20-22) as some assets became fully depreciated; and

3. Marriott Executive Apartments DQ and Marriott Executive Hotel DQ (collectively +14.9ppts) recorded an increase
in revenue and gross margin levels on the back of (i) high ADRs recorded in FY22, resulting in higher fixed cost
absorption, (ii) reinstatement of banquet and catering services, and (iii) lower administrative and marketing expenses
recorded in FY22.
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Rental

Rental gross margin remained relatively stable over the period under review mostly due to the stable revenue generated over the period
compared to hospitality properties (revenue is more volatile), which was not impacted by COVID-19 due to the long-lease nature
of agreements. Gross margins slightly decreased from an average 75% over FY20-21 to 72.0% in FY22 as a result of an increase in
payroll expenses and headcount, and higher administrative and marketing expenses incurred during the period.

Management fees

Gross losses were recorded in relation to management fees mainly due to the minimal revenue generated from the residential and
hospitality properties that are operated by the Group. Nonetheless, the Group records costs for all properties managed as well as
properties owned / leased by the Group under two main cost centers (which are not split between properties managed vs. properties
owned / leased) as follows:

1. Hotel Operations Management (“HOP”) which represents the administrative and operational arm for the hotels
through which the Group started their own brand “Makarem”, along with their partnerships with top hotel operators
Intercontinental Hotel Group (“IHG”) and Marriott International Company; and

2. Property & Facilities Management (“PMFM”) which represents the administrative and operational arm for the
residential real estate and property management, in connection with Dur Communities and Darraq, through which
operational, maintenance, cleanliness, and security services are provided.

Head office expenses

Head office expenses are mainly related to the Group’s teams looking over the residential properties, projects under renovations,
procurement activities, in addition to staff housing expenses, and other head office expenses related to depreciation, marketing etc.

4.5.1.8 General and administrative expenses

Table 4.11: Consolidated general and administrative expenses for the fiscal years ended 31 December 2020G, 2021G
and 2022G.

Fiscal Year Fiscal Year Fiscal Year Annual Annual (i(()ll:l&l;::?l?a(:-
SR in thousands 2020G 2021G 2022G Growth Growth Growth Rate

(Audited) (Audited) (Audited) 2020G-2021G | 2021G-2022G 2020G-2022G
Salaries and benefits 19,384 19,088 23,950 (1.5%) 25.5% 11.2%
Professional fees 9,380 2,060 2,792 (78.0%) 35.5% (45.4%)
E;ﬁfi‘ﬁf;ﬁj’;ﬁffﬁidyﬁd“ 6,402 (734) 4,817 (111.5%) (756.2%) (13.3%)
Depreciation of property and 4230 2,110 1,322 (50.1%) (37.3%) (44.1%)
equipment
Board of Directors remuneration 3,150 3,774 3,896 19.8% 3.2% 11.2%
Subscriptions 1,780 2,788 2,760 56.7% (1.0%) 24.5%
Hospitality 840 468 1,032 (44.3%) 120.6% 10.8%
Others 8,432 1,737 1,896 (79.4%) 9.1% (52.6%)
Total 53,596 31,292 42,465 (41.6%) 35.7% (11.0%)
As a percentage of revenue
Salaries and benefits 4.4% 4.0% 4.2% (0.3) 0.2 0.2)
Professional fees 2.1% 0.4% 0.5% (1.7) 0.1 (1.6)
}Lrs"sf:icﬁrf;;’gffﬁeedyﬁdﬁ 1.4% (0.2%) 0.8% (1.6) 1.0 (0.6)
eD;E;eniij:t"“ of property and 1.0% 0.4% 0.2% (0.5) 0.2) ©.7)
Board of Directors remuneration 0.7% 0.8% 0.7% 0.1 0.1) (0.0)
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Fiscal Year Fiscal Year Fiscal Year Annual Annual Compound-
SR in thousands 2020G 2021G 2022G Growth Growth Ge]f(l) :::;l"]‘;*;'te
(Audited) (Audited) (Audited) 2020G-2021G | 2021G-2022G 2020G-2022G
Subscriptions 0.4% 0.6% 0.5% 0.2 0.1) 0.1
Hospitality 0.2% 0.1% 0.2% 0.1) 0.1 (0.0)
Others 1.9% 0.4% 0.3% (1.5) (0.0) (1.6)
Total 12.1% 6.6% 7.5% (5.5) 0.9 (4.6)

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G.

Table 4.12: KPIs for the fiscal years ended 31 December 2020G, 2021G and 2022G

Fiscal Year Fiscal Year Fiscal Year Annual Annual (;‘(’l“:\l;:’n“l:la(:'
SR in thousands 2020G 2021G 2022G Growth Growth Growth Rate
(Audited) (Audited) (Audited) 2020G-2021G | 2021G-2022G 2020G-2022G
No. of employees 56 55 51 (1.8%) (7.3%) (4.6%)
Avg. monthly salary per employee
23,824 25,672 29,100 7.8% 13.4% 10.5%
(SAR)
Avg. monthly cost per employee 28,845 28,922 39,134 03% 35.3% 16.5%

(SAR)

Salaries and benefits

Salaries and benefits mainly comprised basic salaries and allowances related to head office employees which accounted for an average
80% of total over the period under review.

Salaries and benefits remained relatively stable at an average of SAR 19.2 million over the FY20-21 period.

Salaries and benefits increased by 25.5% from SAR 19.1 million in FY21 to SAR 24.0 million in FY22 driven by an increase in (i)
incentives (+SAR 2.5 million) as a result of the increase in operations during the period, and higher incentives paid in FY22, whereby
incentives as a % of revenue increased from 0.2% in FY20 to 0.8% in FY22, and (ii) EOSB (+SAR 1.1 million) driven by the increase
in avg. monthly salary per employee over the period, due to the revision in salary schemes which resulted in increments and promotions
provided to staff in FY22, and the replacement of some employees in FY21, who resigned in FY?20, at higher average salaries.

Professional fees

Professional fees relate to fees paid for audit and consulting services.

Professional fees decreased by 78.0% from SAR 9.4 million in FY20 to SAR 2.1 million in FY21 mainly due to one-off legal fees
incurred in FY20 (amounting to SR6m) in connection with the lawsuit filed against the financial institution for the validity of the two
derivatives.

Professional fees increased by 35.5% from SAR 2.1 million in FY21 to SAR 2.8 million in FY22 driven by an increase in consulting
fees (+SAR 700 thousand) related to a real estate market study and legal consultation charges.

Provision for expected credit losses charged for the year

Provision for expected credit loss fluctuated over the historical period due to a reversal of SAR 734 thousand recorded in FY21
(compared to a provision of SAR 6.4 million recorded in FY20) related to (i) the Group adopting a new policy in FY21 with more
aggressive terms applied on government receivables while more relaxed terms were applied on corporate, individual and special affairs
receivables, and (ii) collections of bad debt made during the period, mainly related to Marriott Courtyard. Provision for expected credit
loss increased to SAR 4.8 million in FY22 mainly due to a provision of SAR 2.8 million recorded for Marriott Courtyard in FY22.

Depreciation of property and equipment

Depreciation related to head office PP&E, and decreased at a CAGR of 44.1% from SAR 4.2 million in FY20 to SAR 1.3 million in
FY22 due to minimal additions made during the period.
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Board of directors renumeration

Board of directors’ remunerations as a % of revenue averaged 0.7% over the FY20-22 period.

Subscriptions

Subscriptions relate to IT subscription fees, EDA software fees, and other fees related to Tadawul.

Subscription fees averaged 0.5% of revenue over the FY20-22 period.

Hospitality

Hospitality expenses decreased by 44.3% from SAR 840 thousand in FY20 to SAR 468 thousand in FY21 driven by travel restrictions
during the period and ban of hosting of social events etc.

Hospitality expenses increased by 120.6% from SAR 468 thousand in FY21 to SAR 1.0 million in FY22 driven by the full year effect
of the ease of COVID-19 restrictions, and the reinstatement of social events in the kingdom.

Others

Other expenses comprised maintenance and utilities (average of 40% of total over FY21-22), insurance (average of 20%), entertainment,
recruitment, training expenses amongst others.

Other expenses decreased at a CAGR of 52.6% from SAR 8.4 million in FY20 to an average of SAR 1.8 million over FY21-22 period
due to an exceptional expense incurred in FY20 (amounting to SAR 6.5 million) in connection with Zakat and VAT assessments
penalties for prior periods. Other expenses as a % of revenue averaged 0.4% over the FY21-22 period.

4.51.9 Other income

Table 4.13: Consolidated other income for the fiscal years ended 31 December 2020G, 2021G and 2022G.

Fiscal Year Fiscal Year Fiscal Year Annual Annual Compound-
SR in thousands 2020G 2021G 2022G Growth Growth Ger‘(l) :::;l"]‘;’;'te
(Audited) (Audited) (Audited) 2020G-2021G | 2021G-2022G 2020G-2022G
Consultancy expense - (6,975) - Not applicable  Not applicable =~ Not applicable
ig;?é?;gfm a contractor’s - 9,120 - Not applicable Not applicable Not applicable
Accruals no longer required - 5,000 2,220 Not applicable (55.6%) Not applicable
Reimbursement from ZATCA - 1,799 - Not applicable  Not applicable = Not applicable
Others, net 630 1,109 854 75.9% (23.0%) 16.4%
Total 630 10,053 3,074 1494.5% (69.4%) 120.8%

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G.

Other income increased by 1494.5% from SAR 630 thousand in FY20 to SAR 10.1 million in FY21 driven by (i) non-recurring income
recorded in FY21 related to settlements with a contractor (SR9.1m), and reimbursements from ZATCA (SR1.8m), and (ii) accruals no
longer required (SR5m) pertaining to a provision that was booked in FY 19 for contingent maintenance and other pre-opening expenses
of the newly constructed hotels during the period, which was not consumed and accordingly, the excess provisions were reversed in
FY21 and FY22. This was slightly offset by the consultancy fees SAR 7.0 million recorded in FY21 in relation to due diligence and
other professional services expenses incurred as a result of proposed merger activities that was later suspended in 2022G.

Other income decreased by 69.4% from SAR 10.1 million in FY21 to SAR 3.1 million in FY22, which mainly comprised of the
remaining contingent and maintenance excess provision that was no longer required (SR2.2m).
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4.5.2 Consolidated Balance Sheet

Table 4.14: Consolidated Balance Sheet as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G

(Audited) (Audited) (Audited)

Assets

Current assets

Cash and cash equivalents 102,476 91,648 79,705
Trade receivables 116,941 145,241 140,709
Prepayments and other current assets 127,374 90,835 89,176
Inventories 18,820 17,106 21,775
Derivative financial instrument 16,029 10,730 110

Total current assets 381,640 355,561 331,475

Non-current assets

Investment at fair value through other comprehensive income (FVOCI) 1,942 2,102 2,520
Investments in equity accounted investees 12,570 17,423 33,066
Right of use assets 279,408 229,561 202,000
Property and equipment 2,698,425 2,711,490 2,673,841
Projects under construction 124,946 95,507 175,214
Total non-current assets 3,117,292 3,056,083 3,086,641
Total assets 3,498,932 3,411,643 3,418,116
Liabilities and equity

Current liabilities

Trade payables 36,368 41,328 19,156
Accrued expenses and other current liabilities 165,899 157,322 159,111
Due to related parties 37,974 37,159 35,522
Term loans — current portion 209,538 292,592 171,007
Lease liabilities — current portion 29,433 43,343 34,473
Provision for zakat 13,323 13,662 11,206
Dividend payable 44,259 43,939 43,660
Derivative financial instrument 106,698 56,543 -
Total current liabilities 643,493 685,888 474,135

Non-current liabilities

Term loans — non-current portion 824,367 745,511 928,786
Lease liabilities — non-current portion 356,447 302,310 296,207
Employees’ terminal benefits liabilities 59,916 61,598 60,680
Total non-current liabilities 1,240,731 1,109,418 1,285,673
Total liabilities 1,884,223 1,795,306 1,759,808
Equity

Share capital 1,000,000 1,000,000 1,000,000
Statutory reserve 500,000 500,000 500,000
Consensual reserve 143,002 - -
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31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)
Retained earnings / (accumulated losses) (81,636) 61,848 103,460
Revaluation reserve of investment at fair value through OCI (5,058) (4,898) (4,480)
Total equity attributable to shareholders of the Parent Company 1,556,308 1,556,949 1,598,980
Non-controlling interests 58,400 59,388 59,328
Total equity 1,614,709 1,616,337 1,658,308
Total liabilities and equity 3,498,932 3,411,643 3,418,116

Source: The audited consolidated financial statements for the year ended 31 December 2022G

Table 4.15: KPIs as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
2020G 2021G 2022G

(Audited) (Audited) (Audited)

Average trade receivables turnover (days)
Average trade payable turnover (days) 105 100 76
Debt-to-equity ratio 64.0% 64.2% 66.3%

Source: Management information

Current assets
Current assets decreased from SAR 381.6 million as at 31 December 2020G to SAR 355.6 million as at 31 December 2021G due to:

1. SAR 36.5 million decrease in prepayments and other current assets in relation to advances to suppliers (-SAR 35.3
million) as a result of higher supplier advances paid for fixed asset purchases in 2020G in relation to Shada (acquired
in FY19), which were subsequently capitalized;

2. SAR 10.8 million decrease in cash and cash equivalents, despite an improvement in operations and overall activity,
as the Group is highly leveraged and contractually liable towards lease obligations, with the absence of material
customers collections made during the period; slightly offset by

3. SAR 28.3 million increase in trade receivables, driven by the increase in operations and aged balances from special
affairs customers.

Current assets further decreased to SAR 331.5 million as at 31 December 2022G due to:

1. SAR 11.9 million decrease in cash and cash equivalents, mainly driven by higher capital expenditure incurred on the
new and expansionary projects; and

2. SAR 10.6 million decrease in the balance of the derivative financial instrument, in relation to the Group’s Interest
Rate Swap Agreements under dispute, mainly due to a decrease in the mark-to-market of the instrument attributable
to the increase in interest rates.

Non-current assets

Non-current assets decreased from SAR 3,117.3 million as at 31 December 2020G to SAR 3,056.1 million as at 31 December 2021G
mainly due to:

1. SAR 49.8 million decrease in right of use assets due to (i) lease adjustments of SAR 55.3 million mainly related
to the Marriott Airport property (SAR 51 million) representing changes made to lease payments and terms agreed
with lessor, and (ii) depreciation of SAR 14.4 million, slightly offset by additions of SAR 19.8 million mainly in
connection with the Dara Qurtoba building,

2. SAR 29.4 million decrease in projects under construction as a result of transfers to property and equipment of SAR
55.6 million mainly related to the cost of renovations for Makarem Ajyad Makkah Hotel, slightly offset by additions
of SAR 26.1 million mainly related to Holiday Inn Tabuk Project (SAR 9.3 million), and Makarem Annakheel Village
expansion (SAR 3.7 million), amongst other projects; partially offset by

3. SAR 13.1 million increase in property and equipment due to (i) additions of SAR 64.6 million mainly related to Shada
Al Salama-II building, and (ii) transfers from projects under construction amounting to SAR 55.6 million, partially
offset by depreciation of SAR 100.4 million.
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Non-current assets increased to SR3,086.6 million as at 31 December 2022G mainly due to:

1. SAR 79.7 million increase in projects under construction due to additions of SAR 149.8 million as at 31 December
2022G mainly related to advance payments (SAR 76.3 million) made for the Rixos and King Khalid Land (Dur
Al Anoud projects), and additions to King Khalid Land (Dur Al Anoud Compound) of SAR 48.0 million, offset
by (i) transfers to property and equipment of SAR 42.6 million mainly related to the expansion of the Holiday Inn
Tabuk property, and (ii) recording an impairment of SAR 27.4 million in relation to 3 projects: Yanbu Courtyard and
Residence Inn (SAR 13.6 million), Alhasaa Hotel & Suites (SAR 7.4 million), and Jeddah Hotel (SAR 6.3 million)
that were no longer inline with the Group’s strategy and Vision 2030; partially offset by

2. SAR 37.6 million decrease in property and equipment mainly due to depreciation of SAR 100.7 million, offset by
relatively lower transfers from projects under construction (SAR 42.6 million) and additions (SAR 22.5 million) made
during the year.

Current liabilities
Current liabilities increased from SAR 643.5 million as at 31 December 2020G to SR685.9 million as at 31 December 2021G mainly
due to:

SAR 83.1 million increase in the current portion of term loans; partially offset by

SAR 50.2 million decrease in the balance of the derivative financial instrument from SAR 106.7 million as at 31 December 2020G to
SAR 56.5 million as at 31 December 2021G in relation to the Group’s Interest Rate Swap Agreements, mainly due to a decrease in the
mark-to-market of the instrument attributable to the increase in interest rates.

Current liabilities decreased to SAR 474.1 million as at 31 December 2022G mainly due to:

1. SAR 121.6 million decrease in the current portion of term loans; and

2. SAR 56.5 million decrease in the balance of the derivative financial instrument from SAR 56.5 million as at 31
December 2021G to nil as at 31 December 2022G as one of the derivatives was called back by the financial institution
during 2022G.

Non-current liabilities
Non-current liabilities decreased from SAR 1,240.7 million as at 31 December 2020G to SAR 1,109.4 million as at 31 December
2021G due to:
1. SAR 78.9 million decrease in the non-current portion of long-term loans due to settlements made during the year, and
2. SAR 54.1 million decrease in the non-current portion of lease liabilities due to lease adjustments and payments during

the year.

Non-current liabilities increased to SR1,285.7 million as at 31 December 2022G driven by an increase in the non-current portion of
long-term loans (+SAR 183.3 million) mainly as the Group acquired new loans to finance the construction and renovation of projects.

Equity

Total equity amounted to SAR 1,614.7 million as at 31 December 2020G and SAR 1,616.3 million as at 31 December 2021G. The
Group had allocated 5% of its annual net income to a consensual reserve (to cover unexpected expenses), and decided to discontinue
such transfer in 2021G, with the balance transferred to retained earnings.

Total equity increased to SR1,658.3 million as at 31 December 2022G mainly due to SAR 41.6 million increase in retained earnings
related to net income of SAR 40.2 million recorded during the year.
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4.5.2.1 Current assets

Table 4.16: Consolidated current assets as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)

Cash and cash equivalents 102,476 91,648 79,705
Trade receivables 116,941 145,241 140,709
Prepayments and other current assets 127,374 90,835 89,176
Inventories 18,820 17,106 21,775
Derivative financial instrument 16,029 10,730 110
Total current assets 381,640 355,561 331,475

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

4.5.2.11 Cash and cash equivalents

Table 4.17: Consolidated cash and cash equivalents as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)

Bank balances 85,565 73,860 68,056
Short term deposits 16,000 17,000 11,000
Cash on hand 911 787 649
Cash and cash equivalents 102,476 91,648 79,705
Bank overdraft’ - (20,831) (37,125)

Cash and cash equivalents (for the consolidated statement of cash

102,476 70,817 42,580
flows)

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

"Bank overdraft represents a balance in a US dollar bank account resulting from the settlement of the derivative financial instruments.

Cash and cash equivalents amounted to SAR 79.7 million as at 31 December 2022G and comprised (i) bank balances related to current
accounts with local commercial banks (SAR 68.1 million), (ii) short term deposits representing Murabaha deposits with maturity
average ranging between 30 to 90 days (SAR 11.0 million), and (iii) cash on hand (SAR 649 thousand).

Cash and cash equivalents decreased from SAR 102.5 million at 31 December 2020G to SAR 79.7 million at 31 December 2022G,
despite the improvement in operations and overall activity, as the Group is highly leveraged and contractually liable towards lease
obligations with the absence of material collections from customers. It should be noted that during 2022G, the Group increased its
investments in projects under construction which resulted in an additional decline in the balance of cash and cash equivalents as at 31
December 2022G.

Cash and cash equivalents (for the consolidated statement of cash flows) decreased from SAR 102.5 million as at 31 December 2020G

to SAR 70.8 million as at 31 December 2021G mainly as a result of the use in financing activities. The balance further decreased to
SAR 42.5 million largely impacted by the increase in investing activities.

4.5.2.1.2 Trade receivables

Table 4.18: Consolidated trade receivables as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)
Gross receivables 143,387 170,475 170,428
Expected Credit Loss (ECL) (26,446) (25,234) (29,719)
Total 116,941 145,241 140,709
Expected Credit Loss (ECL) as a % of total 18.4% 14.8% 17.4%
DSO (in days) 107 101 92

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G
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Table 4.19: Consolidated gross receivables by type as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands (Maznoazgoeilent ( Maznoazgleilent (l\laznoazgze(n;lent
information) information) information)
Special affairs 16,830 56,964 49,917
Corporate 17,651 30,995 40,173
Governments 54,216 25,692 31,509
Royal 8,660 9,067 8,421
Individual 9,903 7,298 8,158
Airlines 8,765 6,222 4,401
Other receivables/accrued income 27,362 34,237 27,848
Total 143,387 170,475 170,428

Source: Management information

Table 4.20: Consolidated movement of expected credit loss as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)

At 1 January 20,044 26,446 25,234
Charge for the year 6,402 739 4,928
Recovered during the year - (1,473) (111)
Bad debts written off during the year - (478) (332)
At 31 December 26,446 25,234 29,719

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Table 4.21: Consolidated ageing of trade receivables as at 31 December 2020G, 2021G and 2022G

31 December 2020G 31 December 2021G 31 December 2022G
SR in thousands (Audited) (Audited) (Audited)

0-90 days 58,449 - 67,310 - 61,615 -
91-120 days 13,995 156 6,550 107 6,350 181
121-365 days 17,719 1,174 45,328 1,120 50,832 1,164
1-2 years 20,062 4,298 10,891 1,457 11,951 1,929
2-3 years 16,889 5,202 11,478 4,641 5,221 1,206
3-4 years 6,445 5,896 14,686 3,926 6,333 3,585
>4 years 9,829 9,720 14,233 13,902 28,126 21,655
Total 143,387 26,446 170,475 25,234 170,428 29,719

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Trade receivables were mainly related to special affairs, corporate, governments, royal, individuals, and airlines.

Special affairs receivables amounted to SAR 49.9 million as at 31 December 2022G, of which SAR 13.5 million has aged over 365
days.

Special affairs receivables increased from SAR 16.8 million as at 31 December 2020G to SAR 57.0 million as at 31 December 2021G
mainly due to (i) SAR 32.3 million recorded under Holiday Inn Tabuk Hotel related to the government renting out the property, in
addition to apartments leased outside of the hotel premises from May 2020G onwards, and (iii) SAR 5.0 million recorded under
Crowne Plaza Riyadh Palace.

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

PN
77 N\
90 ‘ Shareholder Circular TAIBA INVESTMENTS

Special affairs receivables decreased to SAR 49.9 million as at 31 December 2022G mainly due to collections of SAR 7.5 million made
in relation to receivables for Holiday Inn Tabuk Hotel.

Corporate receivables mainly related to the Group’s agreements with certain corporations / companies to host guests and employees
at the properties at agreed upon rates.

Corporate receivables increased from SAR 17.7 million as at 31 December 2020G to SAR 31.0 million as at 31 December 2021G due
to a collective increase in receivables across corporate customers, mainly from Riyadh Mariott Hotel (which contributed to ¢.32% of
the overall increase), and Holiday Inn Tabuk Hotel and Marriott Hotel DQ (which collectively contributed to ¢.31%).

Corporate receivables further increased to SAR 40.2 million as at 31 December 2022G driven by an increase in corporate demand, with
the increase in receivables mainly coming from 2 customers (+ SAR 5.4 million).

Government receivables amounted to SAR 31.5 million as at 31 December 2022G, of which SAR 15.0 million has aged over 365 days.

Government receivables decreased from SAR 54.2 million as at 31 December 2020G to SAR 25.7 million as at 31 December 2021G
mainly due to (i) collections of SAR 20.3 million from the Ministry of Health in relation to their occupancy of the Riyadh Marriott
Hotel (quarantined guests) during 2020G, (ii) collections of SAR 4.1 million from the Ministry of Health in relation to their occupancy
of the Crowne Plaza Riyadh Palace Hotel (-SAR 3.3 million) during 2020G, and (iii) collections of SAR 3.5 million from King Faisal
hospital & research centre which rents villas in the Darraq complexes for its staff.

Government receivables increased to SAR 31.5 million as at 31 December 2022G mainly from Royal Protocol (+SAR 3.5 million) and
the US Army (+SAR 3.5 million).

Royal receivables relate to government personnel and amounted to SAR 8.4 million as at 31 December 2022G, mainly comprised of
(i) Makarem Annakheel Village (SAR 4.8 million), out of which SAR 4.4 million were aged over 5 years, and (ii) Darraq (SAR 2.3
million), out of which SAR 892 thousand were aged over 365 days.

Individuals mainly relate to rental receivables for the Darraq units, which amounted to SAR 8.2 million as at 31 December 2022G.

Airlines receivables amounted to SAR 4.4 million as at 31 December 2022G and related to the hosting of airline crew members. The
balance at 31 December 2022G mainly comprised receivables from British Airways crew staying at Riyadh Marriott Hotel, and Saudi
Gulf Airlines crew staying at Marriott Airport, which collectively amounted to SAR 2.5 million.

Other receivables/accrued income represented receivables from various properties, which were not allocated to specific customers by
Management.

Expected credit loss (ECL) amounted to SAR 29.7 million as at 31 December 2022G and computed using the Expected Credit Loss
(ECL) model. The Group modified its provisioning policy and the allocated provision % by customer type in the financial year
2021G. In addition, the Group wrote off receivables amounting to SAR 478 thousand and SAR 332 thousand in 2021G and 2022G,
respectively, and recovered receivables amounting to SAR 1.5 million and SAR 111 thousand in 2021G and 2022G, respectively.

4.5.2.1.3 Prepayments and other current assets

Table 4.22: Consolidated prepayments and other current assets as at 31 December 2020G, 2021G and 2022G

SR in thousands 31 December 2020G 31 December 2021G 31 December 2022G
(Audited) (Audited) (Audited)

Advance for rent 58,819 58,819 58,819
Prepayments 9,605 9,054 6,360
Contract assets 3,846 5,769 6,192
Amounts due from related parties 2,368 2,638 4,442
Advances to suppliers 37,327 2,034 3,759
Advances to employees 2,978 3,310 3,271
Advances for real estate projects 5,384 1,796 1,796
Others 7,048 7,415 4,537
Total 127,374 90,835 89,176

Note: Due to reclassification of certain accounts in the 2022G financial statements, management provided us with the breakdown for the period ended 31 December
2020G so it is comparable to the periods ended 31 December 2021G and 31 December 2022G

Source: The audited consolidated financial statements for the year ended 31 December 2022G
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Prepayments and other current assets amounted to SAR 89.2 million as at 31 December 2022G and mainly comprised advance for rent
(SAR 58.8 million), prepayments (SAR 6.4 million), and contract assets (SAR 6.2 million).

Advance for rent

Advance for rent amounted to SAR 58.8 million as at 31 December 2022G and represented a payment made to lease a hotel building
(Hotel Jabal Alka’aba) in Makkah for a period of three and a half years which the Group terminated during 2020G due to non-
compliance with the terms of the contract by the second party. The Group has yet to collect the amount from the lessor, with SAR 5
million collected in 2023G, and there is an ongoing legal case against the second party.

Management considers this balance fully recoverable as it is secured through collateral on the title deed of the hotel’s land owner by
the lessor. The fair value of the land exceeds the amount of prepayment as of 31 December 2022G.

Prepayments

Prepayments amounted to SAR 6.4 million as at 31 December 2022G and mainly comprised prepaid insurance (SAR 3.4 million) for
the Group’s properties, and prepaid maintenance (SAR 1.2 million) related to maintenance contracts under Marriott Riyadh Hotel and
Marriot Courtyard Hotel.

Prepayments amounted to SAR 9.6 million as at 31 December 2020G, and SAR 9.1 million as at 31 December 2021G and decreased
to SAR 6.4 million as at 31 December 2022G mainly due to the drop in prepaid maintenance (-SAR 2.3 million).

Contract assets

Contract assets amounted to SAR 6.2 million and related to a long-term rental contract for Awal Plaza with revenue being recognized
on a straight line basis over the contract duration, for which revenue is yet to be billed. The increase in balance from SAR 3.8 million
as at 31 December 2020G to SAR 6.2 million as at 31 December 2022G is due to the accumulation of revenue (which started from
2019G) which will continue to increase up to contract expiration (2031G), after which a receivable will be recorded.

Advances to suppliers

Advances to suppliers amounted to SAR 3.8 million as at 31 December 2022G and represented mainly advance payments to contractors
out of which ¢.35% related to Riyadh Mariott Hotel and ¢.25% related to Shada. Advances to suppliers amounted to SAR 37.3
million as at 31 December 2020G mainly due to advances for purchases of fixed assets related to Nuzul Shada Hospitality Company
amounting to SAR 31.9 million, which were subsequently capitalized during 2021G.

Advances to employees

Advances to employees amounted to SAR 3.3 million as at 31 December 2022G and represented prepaid housing allowance for
employees, and to a lesser extent advances on salaries that are repaid back in instalments.

Advances for real estate projects

Advances for real estate projects amounted to SAR 1.8 million as at 31 December 2022G and represented an advance payment for the
Group’s share in a real estate investment for a land. The balance decreased from SAR 5.4 million as at 31 December 2020G to SAR 1.8
million as at 31 December 2021G and 31 December 2022G due to a collection of a portion of the amount during the period.

Others

Other prepayments and current assets amounted to SAR 4.5 million as at 31 December 2022G and comprised of VAT for headquarters
and properties and other miscellaneous receivables.
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Amounts due from related parties

Table 4.23: Consolidated due from related parties as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)

Al Yasmin Compound 1,371 1,815 2,565
Jazira Bader Compound 174 111 812
Um Al Qura Hotel 207 556 622
Makarim Al Bait Hotel 94 134 210
Dur Al-Maather Compound 491 - -
Others 31 24 234
Total 2,368 2,638 4,442

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

The Group’s transactions with related parties are made in accordance with terms approved by management and represent management
fees from the properties operated by the Group and owned by a related party. Due from related parties amounted to SAR 4.4 million
as at 31 December 2022G and represented unsecured, interest free balances in connection with management fees for the properties
operated by the Group which include Al Yasmin Compound, Jazira Bader Compound, Um Al Qura Hotel, Makarim Al Bait Hotel, and
Dur Al-Maather Compound.

Management fees generated from the properties comprised (i) system / royalty fees for the use of the Makarem / Dur brand, set at 2%

of total revenue, and (ii) incentive fees for managing and operating the property computed as a % of the adjusted operating profit which
ranged between 7-11% across the different properties.

4.5.2.1.4 Inventories

Table 4.24: Consolidated inventories as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)

Linens 5,581 4,263 5,619
Accessories and silverware 3,636 3,355 5,525
Spares 2,772 2,704 3,050
Food and beverages 2,701 2,435 2,899
Kitchen tools and equipment 2,593 1,934 2,588
Operating supplies 1,311 2,065 1,900
Stationery and printing 868 991 834
(Less) Inventory provision (641) (641) (641)
Total 18,820 17,106 21,775

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G
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Table 4.25: Consolidated movement in inventory provision as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)
At 1 January - 641 641
Charge for the year 1,750 - -
Inventory written off during the year (1,109) - -
At 31 December 641 641 641

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Table 4.26: Consolidated inventory ageing as at 31 December 2022G

SR in thousands 0-90 days 91-120 days | 121-180 days | 181-365 days
180 356 64

Linens 1,116 3,573 5,288
Accessories and silverware 28 1,935 77 320 2,821 5,182
Spares 483 110 321 478 1,649 3,041
Food and beverages 2,771 74 23 27) 155 2,996
Kitchen tools and equipment (15) 21 53 (20) 2,925 2,964
Operating supplies 406 201 117 129 616 1,470
Stationery and printing 100 76 43 53 562 834
Adjustment — Crowne Plaza Riyadh Hotel’ - - - - 641 641
Gross Inventories 3,952 2,774 098 2,048 12,942 22,416
Inventory provision - - - - (641) (641)
Net inventories 3,952 2,774 698 2,048 12,301 21,775

Source: Management information

" The breakdown provided by Management for the ageing of Crowne Plaza Riyadh Hotel was on a net level. We were not able to allocate the balance amounting
to SAR 641 thousand by inventory type.

Net inventories amounted to SAR 21.8 million (gross inventories of SAR 22.4 million and inventory provision of SAR 641 thousand)
as at 31 December 2022G and mainly comprised of linens (SAR 5.6 million), accessories and silverware (SAR 5.5 million), spares
(SAR 3.1 million) and food and beverages (SAR 2.9 million). Operating supplies represented consumable items used in the operation
of hotels such as fuel, soap, cleaning material, folios amongst other items.

Inventories are counted periodically, and expired inventory items are written off in the corresponding month. Additionally, provisions
are recorded for slow moving/obsolete inventory at the end of the year on a discretionary basis.

Inventories decreased from SAR 18.8 million as at 31 December 2020G to SAR 17.1 million as at 31 December 2021G, and
subsequently increased to SAR 21.8 million as at 31 December 2022G due to the increase in operations.

Inventory provision remained stable at SAR 641 thousand over the 31 December 2020G to 31 December 2022G and pertained to the
Crown Plaza Riyadh Hotel in relation to linens with old logos that were no longer usable. There was an inventory balance amounting
to SR2.7m (also related to the Crown Plaza Riyadh Hotel) aged over 6 years against which no provision was recorded, and this was
fully written off in FY20. According to Management, no further provision was required post write-off and the current provision of
SAR 641 thousand.
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4.5.2.1.5 Derivative financial instrument

The current asset portion of derivative financial instrument amounted to SAR 16.0 million as at 31 December 2020G, SAR 10.7 million
as at 31 December 2021G and SAR 110 thousand as at 31 December 2022G.

Please refer to the current liabilities section (4.5.2.3.8) “Derivative financial instrument” for further detail.

4.5.2.2 Non-current assets

Table 4.27: Consolidated non-current assets as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)
Investment at fair value through other comprehensive income (FVOCI) 1,942 2,102 2,520
Investments in equity accounted investees 12,570 17,423 33,066
Right of use assets 279,408 229,561 202,000
Property and equipment 2,698,425 2,711,490 2,673,841
Projects under construction 124,946 95,507 175,214
Total non-current assets 3,117,292 3,056,083 3,086,641

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

4.5.2.2.1 Investment at fair value through other comprehensive income (FVOCI)

Table 4.28: Consolidated investment at FVOCI as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G

(Audited) (Audited) (Audited)

Cost at 1 January and 31 December 7,000 7,000 7,000

Fair value reserve

At 1 January - (5,058) (4,898)
Change in fair value during the year (5,058) 159 418

Fair value reserve at 31 December (5,058) (4,898) (4,480)
Fair value at 31 December 1,942 2,102 2,520

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Investment at fair value through other comprehensive income (FVOCI) amounted to SAR 2.5 million as at 31 December 2022G and
represented the Group’s 2% ownership of the capital of the National Tourism Company, a limited liability company registered in the
Kingdom of Saudi Arabia. During the year ended 31 December 2020G, the investment was revalued and a loss in fair value of SAR
5.1 million was recorded under other comprehensive income while a gain in fair value amounting to SAR 159 thousand and SAR 418
thousand was recorded as at 31 December 2021G and 31 December 2022G, respectively.

4.5.2.2.2 Investments in equity accounted investees

Table 4.29: Consolidated investments in equity accounted investees as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)
Al-Madina Tower Real Estate Company - 6,638 26,031
Al Madinah Hotels Company Limited 4,142 4,142 4,142
Saudi Company for Heritage Hospitality 8,428 6,643 2,893
Total 12,570 17,423 33,066

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G
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Movement in equity accounted investees

Table 4.30: Consolidated movement of investments in equity accounted investees as at 31 December 2020G, 2021G and
2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)

At the beginning of the year

Additions - 9,142 17,019
Proceeds from an associate - - (3,750)
Share in net results (1,739) (2,505) 2,374
Impairment of an equity accounted investee - (1,785) -
At the end of the year 12,570 17,423 33,066

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Investments in equity accounted investees

Investments in equity accounted investees amounted to SAR 33.1 million as at 31 December 2022G and represented a 49% ownership
in Al-Madina Tower Real Estate Company (SAR 26.0 million) which was added during 2021G, a 50% ownership in Al Madinah
Hotels Company Limited (SAR 4.1 million), and a 25% ownership in Saudi Company for Heritage Hospitality (SAR 2.9 million),
which is undergoing liquidation. The Group’s investments in these companies are accounted for using the equity method in the
consolidated financial statements.

During the year ended 31 December 2021G, the Group has recognized an impairment on Saudi Company for Heritage Hospitality
amounting to SAR 1.8 million, representing the difference between the proposed liquidation proceeds and the investment carrying
value. The Group also entered during 2021G into a partnership agreement with Awqaf Investment Company (the investment arm of
the General Authority for Awqaf) which provides for the formation of Al-Madina Tower Real Estate Company (the associate). The
associate has leased a plot of land in the central area of Madinah from the General Authority for Awgaf for the purpose of developing
a 5-star hotel, which will be operated by the Group under the “Makarem Brand”.

Investments in equity accounted investees amounted to SAR 12.6 million as at 31 December 2020G, and SAR 17.4 million as at 31
December 2021G and increased to SAR 33.1 million as at 31 December 2022G mainly due to additions amounting to SAR 17.0 million
which represented payments made for Burj Al-Madinah project that is under construction. The Group recorded -SAR 1.7 million,
-SAR 4.3 million and SAR 2.4 million as its share of net results in the income statement for the year ended 31 December 2020G,
2021G and 2022G, respectively.

4.5.2.2.3 Right of use assets

Table 4.31: Consolidated net book value of right of use assets as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)
Lands 51,646 49,263 46,879
Buildings 227,762 180,298 155,121
Total 279,408 229,561 202,000

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Table 4.32: Consolidated accumulated depreciation of right of use assets as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)
Lands 3,327 5,711 8,095
Buildings 31,959 40,830 52,288
Total 35,286 46,540 60,383

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

PN
77 N\
. Jloiiwdl 64 1 h
96 | Shareholder Circular TAIBA INVESTMENTS

Right of use assets amounted to SAR 202.0 million as at 31 December 2022G following the adoption of IFRS16. The Group applies
the cost model and measures right of use assets at cost less any accumulated depreciation and accumulated impairment losses, if any,
and adjusts for any re-measurement of the lease liability for lease modifications, if any.

Right of use assets comprised (i) land (SAR 46.9 million) mainly related to Darraq (SAR 18.8 million) and Holiday Inn & Suites Jubail
(SAR 12.8 million), and (ii) buildings (SAR 155.1 million) mainly related to Marriott Airport (SAR 137.4 million) and Shada (SAR
17.7 million), among others.

Right of use assets decreased from SAR 279.4 million as at 31 December 2020G to SAR 229.6 million as at 31 December 2021G
due to (i) lease adjustments in the amount of SAR 55.3 million mainly related to the Marriott Airport property (SAR 51 million)
representing changes made to lease payments and terms agreed with the lessor, and (ii) depreciation in the amount of SAR 14.4 million,
slightly offset by (iii) additions of SAR 19.8 million mainly in connection with the Dara Qurtoba building, operated by Nuzul Shada
Hospitality.

The decrease in right of use assets to SAR 202.0 million as at 31 December 2022G was driven by (i) depreciation in the amount of SAR
13.8 million, and (ii) lease adjustments in the amount of SAR 13.7 million.

4.5.2.2.4 Property and equipment

Table 4.33: Consolidated net book value of property and equipment as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)

Buildings 1,594,242 1,597,291 1,577,996
Lands 738,423 744,073 744,073
Furniture 135,794 137,464 122,885
Machinery and equipment 105,046 108,616 106,503
Elevators and central air conditioning 76,748 74,837 72,729
Building’s improvements 47,696 48,462 48,891
Motor vehicles 478 747 764
Total 2,698,425 2,711,490 2,673,841

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Table 4.34: Consolidated accumulated depreciation of property and equipment as at 31 December 2020G, 2021G and
2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)

Buildings 532,794 576,652 618,745
Lands - - -
Furniture 243,726 265,994 276,937
Machinery and equipment 63,171 79,038 97,083
Elevators and central air conditioning 36,387 39,977 43,071
Building’s improvements 89,707 93,875 105,060
Motor vehicles 6,944 7,037 6,814
Total 972,729 1,062,572 1,147,711

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G
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Table 4.35: Consolidated additions net of disposals of property and equipment as at 31 December 2020G, 2021G and
2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G

(Audited) (Audited) (Audited)
Buildings 8,633 2,521
Lands - -
Furniture 1,433 (10,352)
Machinery and equipment 14,323 8,335
Elevators and central air conditioning 416 44 (150)
Building’s improvements 2,367 3,965 6,187
Motor vehicles 129 363 (205)
Total 27,302 54,035 6,336

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Table 4.36: Consolidated transfers from projects under construction for property and equipment as at 31 December
2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)

Buildings 177,997 22,563 20,278
Lands - - -
Furniture 32,516 20,425 8,195
Machinery and equipment 33,411 9,958 7,597
Elevators and central air conditioning 5,427 1,636 1,136
Building’s improvements 14,000 969 5,426

Motor vehicles - - -

Total 263,352 55,550 42,632

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Buildings

Buildings net book value amounted to SAR 1,578.0 million as at 31 December 2022G and related to the buildings’ cost associated with
the hotels and residential complexes owned by the Group.

Buildings’ cost mainly related to the Darraq complexes (SAR 483.2 million), Marriott Hotel DQ & Executive Apartments DQ (SAR
331.5 million), Riyadh Marriott Hotel (SAR 114.9 million), Makarem Ajyad Makkah Hotel (SAR 100.5 million), and Marriott
Executive Apartments (SAR 99.9 million).

The increase in the net book value of buildings from SAR 1,594.2 million as at 31 December 2020G to SAR 1,597.3
million as at 31 December 2021G was mainly driven by (i) additions of SAR 30.2 million related to Shada Salama Hotel,
and (ii) transfers from projects under construction which amounted to SAR 22.6 million and related the renovation of
Makarem Ajyad Makkah Hotel. This was offset by depreciation of SAR 44.1 million, and the Group’s re-estimation of
certain cost items related to uncompleted work for the Darraq phase 5 which resulted in a decrease in net book value by
SAR 6.5 million.

Subsequently, net book value decreased to SAR 1,578.0 million as at 31 December 2022G driven by depreciation of SAR 42.1 million,
slightly offset by (i) transfers from projects under construction which amounted to SAR 20.3 million, related to Tabuk Holiday Inn
expansion (SAR 15.1 million), Towers and Halls for Crown Plaza Riyadh Palace Hotel (SAR 3.6 million), and Awal Plaza office
renovation project (SAR 1.6 million), and (ii) renovations to a villa in Makarem Annakheel Village.

Buildings are depreciated over a period ranging from 50 to 75 years.
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Lands

Lands net book value amounted to SAR 744.1 million as at 31 December 2022G and comprised the lands in connection with operational
properties, and other lands in connection with properties under development. Lands mainly related to Awal Plaza (SAR 205.4 million),
Makarem Ajyad Makkah Hotel (SAR 69.6 million), Riyadh Marriott Hotel (SAR 52.7 million), Al Ared land (SAR 50.5 million),
Jeddah Land (SAR 43.4 million), and Al Anoud Palace (SAR 43.1 million).

Lands net book value increased from SAR 738.4 million as at 31 December 2020G to SAR 744.1 million as at 31 December 2021G
and 31 December 2022G following additions of SAR 5.7 million related to Al Salama Hotel.

Furniture

Furniture net book value amounted to SAR 122.9 million as at 31 December 2022G.

The increase from SAR 135.8 million as at 31 December 2020G to SAR 137.5 million as at 31 December 2021G was mainly driven by
transfers from projects under construction which amounted to SAR 20.4 million and additions of SAR 7.0 million during the period,
partially offset by depreciation which amounted to SAR 25.7 million.

Subsequently, net book value decreased to SAR 122.9 million as at 31 December 2022G mainly due to depreciation which amounted
to SAR 24.8 million, slightly offset by transfers from projects under construction which amounted to SAR 8.2 million and additions
of SAR 4.0 million during the period.

Furniture is depreciated over a period of 10 years.

Machinery and equipment

Machinery and equipment net book value amounted to SAR 106.5 million as at 31 December 2022G.

The increase in net book value from SAR 105.0 million at 31 December 2020G to SAR 108.6 million as at 31 December 2021G was
mainly driven by (i) additions of SAR 13.2 million, and (ii) transfers from projects under construction which amounted to SAR 10.0
million, partially offset by depreciation of SAR 19.4 million.

Subsequently, net book value decreased to SAR 106.5 million as at 31 December 2022G mainly due to depreciation which amounted
to SAR 18.9 million, against lower additions of SAR 9.3 million and transfers from projects under construction of SAR 7.6 million
during the period.

Machinery and equipment are depreciated over a period of 5 years.

Elevators and central air conditioning

Elevators and central air conditioning net book value amounted to SAR 72.7 million as at 31 December 2022G.

The decrease in net book value from SAR 76.7 million as at 31 December 2020G to SAR 74.8 million as at 31 December 2021G was
mainly driven by depreciation which amounted to SAR 3.6 million, partially offset by transfers from projects under construction which
amounted to SAR 1.6 million.

Subsequently, net book value decreased to SAR 72.7 million as at 31 December 2022G driven by depreciation of SAR 3.5 million,
partially offset by transfers from projects under construction which amounted to SAR 1.1 million.

Elevators and central air conditioning are depreciated over a period of 40 years.

Buildings’ improvements

Buildings’ improvements amounted to SAR 48.9 million as at 31 December 2022G.

The increase in net book value from SAR 47.7 million as at 31 December 2020G to SAR 48.5 million as at 31 December 2021G was
due to (i) additions of SAR 7.3 million, and (ii) transfers from projects under construction which amounted to SAR 969 thousand,
offset by depreciation of SAR 7.5 million.

Net book value remained relatively stable at an average of SAR 48.7 million over the 31 December 2021G and 31 December 2022G
periods.

Buildings’ improvements are depreciated over a period ranging from 5 to 10 years.
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Motor vehicles

Motor vehicles amounted to SAR 478 thousand, SAR 747 thousand and SAR 764 thousand as at 31 December 2020G, 2021G and
2022G, respectively.

Motor vehicles are depreciated over a period of 4 years.

4.5.2.2.5 Projects under construction ‘PUC’

Table 4.37: Consolidated movement of projects under construction as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)
At 1 January 319,426 124,946 95,507
Additions during the year 68,872 26,111 149,772
Transfers to property and equipment (263,352) (55,550) (42,632)
Impairment of projects under construction - - (27,433)
At 31 December 124,946 95,507 175,214

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Projects under construction represented the construction cost of new properties and renovations work of existing properties. PUC
comprised contractors’ costs, project management expenses, design expenses, and other miscellaneous expenses.

Projects under construction amounted to SAR 175.2 million as at 31 December 2022G and mainly comprised (i) advance payments
(SAR 76.3 million) largely related to the Rixos and Dur Al Anoud projects which will later be capitalized to the corresponding project
once work is delivered / completed, (ii) King Khaled Land — Dur Al Anoud Compound (SAR 52.6 million) for a new residential
compound expected to be completed by Q3-23, and (iii) Rixos project (Annakheel Village expansion and rebranding) (SAR 28.2
million).

The Group cancelled 3 PUC projects in 2022G as these were no longer aligned with the Group’s strategy and Vision 2030G, and
accordingly impaired the entire capitalized costs of these projects (SAR 27.4 million). These projects included Yanbu Courtyard and
Residence Inn (SAR 13.6 million), Alhasaa Hotel & Suites (SAR 7.4 million), and Jeddah Hotel (SAR 6.3 million).

Additions in 2020G mainly related to Holiday Inn & Suites Al Jubail, and Ajyad Makkah Hotel Renovation (SAR 19.7 million).
Transfers to property and equipment amounted to SAR 263.4 million and mainly related to Holiday Inn & Suites Al Jubail (SAR 92.4
million), Marriott Airport Hotel (SAR 70.4 million), Al Wadi Residential project (SAR 42.2 million), and Tuwaiq Residential project
(SAR 38.3 million).

Additions in 2021G mainly related to Holiday Inn Tabuk Project (SAR 9.3 million), Makarem Annakheel Village expansion(SAR 3.7
million), Makarem Ajyad Makkah Renovation (SAR 3.2 million), Towers and Halls Project (SAR 3.0 million), and King Khalid Land
(Dur Al Anoud Compound) (SAR 2.3 million). Transfers to property and equipment amounted to SAR 55.6 million and mainly related
to the cost of renovations for Makarem Ajyad Makkah Hotel.

Additions in 2022G amounted to SAR 149.8 million, primarily comprised of (i) advance payments which amounted to SAR 76.3
million and mainly related to advance payments made for the Rixos project and Dur Al Anoud projects, and (ii) additions to King
Khalid Land (Dur Al Anoud Compound) of SAR 48.0 million. Transfers to property and equipment amounted to SAR 42.6 million
and mainly related to (i) Holiday Inn Tabuk Hotel expansion, and Towers and Halls related to Crown Plaza Riyadh Palace Hotel, and
(i) renovations of Awal Plaza office.
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Table 4.38: Consolidated current liabilities as at 31 December 2020G, 2021G and 2022G
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31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)

Trade payables 36,368 41,328 19,156
Accrued expenses and other current liabilities 165,899 157,322 159,111
Due to related parties 37,974 37,159 35,522
Term loans — current portion 209,538 292,592 171,007
Lease liabilities — current portion 29,433 43,343 34,473
Provision for zakat 13,323 13,662 11,206
Dividend payable 44,259 43,939 43,660
Derivative financial instrument 106,698 56,543 -
Total current liabilities 643,493 685,888 474,135

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

4.5.2.3.1 Trade payables

Table 4.39: Trade payables as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)

Dur Hospitality 33,053 34,365 16,630
Saudi Hotel Service Co. Ltd. 914 811 954
Makkah Hotels 990 908 910
Tabuk Hotels 714 4,354 395
AlNakheel Company Ltd. 646 878 277
Nuzul Shada 52 11 ©)]
Total 36,368 41,328 19,156
DPO (in days) 105 100 76

Source: Management information

Trade payables amounted to SAR 19.2 million as at 31 December 2022G and mainly related to contractor payables, insurance providers,

consumables and spare part suppliers, amongst others.

Trade payables increased from SAR 36.4 million as at 31 December 2020G to SAR 41.3 million as at 31 December 2021G mainly
due to higher payables to (i) the main contractor of Marriott DQ construction (+SAR 3.3 million), and (ii) a hotel apartments property
(+SAR 2.6 million) related to the owner of the apartments leased by the Group in Tabuk that were leased to the government from

2020G to accommodate for the high demand and full occupancy of the Holiday Inn Tabuk Hotel.

Trade payables decreased to SAR 19.2 million as at 31 December 2022G mainly due to (i) recording VAT receivable from ZATCA
(-SAR 8.3 million), (ii) settlement of payables to the main contractor of Marriott DQ construction (-SAR 7.6 million), (iii) settlement
of payables to the hotel apartments property (-SAR 2.6 million), and (iv) recording an advance to a contractor (SAR 2.0 million) in
connection with the construction of a residential compound. This contractor failed to complete the project and signed a final settlement.
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4.5.2.3.2 Accrued expenses and other current liabilities

Table 4.40: Consolidated accrued expenses and other current liabilities as at 31 December 2020G, 2021G and 2022G

SR in thousands 31 December 2020G 31 December 2021G 31 December 2022G
(Audited) (Audited) (Audited)

Contract liabilities 60,775 67,504 69,322
Accrued staff benefits 14,775 18,488 23,879
Payable to contractors 31,478 19,254 16,328
Retentions payable 23,092 14,454 15,720
Accrued financial charges - 1,405 11,094
Accrued management and franchising fee 1,318 1,632 4,792

Accrued utilities and other services 12,900 14,913 3,600

Accrued professional fees and other services 4,092 7,758 2,530

Others 17,469 11,913 11,846
Total 165,899 157,322 159,111

Note: Due to reclassification of certain accounts in the 2022G financial statements, management provided us with the breakdown for the period ended 31 December
2020G so it is comparable to the periods ended 31 December 2021G and 31 December 2022G

Source: The audited consolidated financial statements for the year ended 31 December 2022G

Accrued expenses and other current liabilities amounted to SAR 159.1 million as at 31 December 2022G and mainly comprised (i)
contract liabilities (SAR 69.3 million) in relation to advance payments received from tenants, (ii) accrued staff benefits (SAR 23.9
million), (iii) payables to contractors (SAR 16.3 million), (iv) retentions payable to contractors (SAR 15.7 million), and (v) accrued
financial charges (SAR 11.1 million), amongst others.

Contract liabilities

Contract liabilities amounted to SAR 69.3 million as at 31 December 2022G and mainly represented advance payments for rent by
tenants.

The increase from SAR 60.8 million as at 31 December 2020G to SAR 67.5 million as at 31 December 2021G is largely due to (i)
higher security deposits settled in advance for in Riyadh Marriott (+SAR 2.9 million) coupled with (ii) business growth mainly in
Darraq (+SAR 1.9 million) and Dur Alwadi property (+SAR 1.3 million) due to an increase in the number of units occupied by tenants.

The increase to SAR 69.3 million as at 31 December 2022G was mainly from Ajyad and Dur communities, due to business growth and
higher occupancy recorded in both the Makkah and Riyadh regions.

Accrued staff benefits

Accrued staff benefits amounted to SAR 23.9 million as at 31 December 2022G and mainly comprised salaries and bonuses due to
employees (SAR 14.3 million), and vacation & airfare accruals (SAR 8.7 million).

The balance increased from SAR 14.8 million as at 31 December 2020G to SAR 18.5 million as at 31 December 2021G and further to
SAR 23.9 million as at 31 December 2022G mainly due to the increase in bonuses and the revision of salary scheme in 2022G, due to
improved operations, which resulted in increments and promotions.

Payable to contractors

Payable to contractors amounted to SAR 16.3 million as at 31 December 2022G and represented mainly (i) contract provisions (SAR
6.1 million) related to invoices yet to be received for the projects that were transferred from PUC to property and equipment, mainly
related to Darraq 4 (SAR 2.7 million), the expansion of Marriott Airport Hotel (SAR 1.5 million), amongst others, (ii) payable to a
lawyer for a legal case (SAR 5.7 million) related to the financial derivatives, and (iii) zakat provisions (SAR 3.8 million) which the
Group recorded for zakat settlements required by the ZATCA in connection with the Group’s merger with two companies back in
2008G.

The balance decreased from SAR 31.5 million as at 31 December 2020G to SAR 19.3 million as at 31 December 2021G, and SAR 16.3
million as at 31 December 2022G due to payments made to contractors during the period.
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Retentions payable

Retentions payable amounted to SAR 15.7 million as at 31 December 2022G and represented mainly refundable deposits for Darraq
tenants (SAR 9.6 million) and retention due to construction contractors as per the agreed terms (SAR 5.8 million) that are settled post
project completion.

Retentions payable decreased from SAR 23.1 million as at 31 December 2020G to SAR 14.5 million as at 31 December 2021G and
SAR 15.7 million as at 31 December 2022G as projects were completed and retentions were paid.

Accrued financial charges

Accrued financial charges amounted to SAR 11.1m million as at 31 December 2022G and mainly related to interest payable for loans
from Riyad Bank (SAR 7.4 million) and ANB (SAR 3.2 million).

Accrued financial charges increased from nil as at 31 December 2020G to SAR 1.4 million as at 31 December 2021G, as this balance
was classified under ‘other accrued expenses’ during the period ended 31 December 2020G, and amounted to SAR 3.2 million.

The subsequent increase to SAR 11.1 million as at 31 December 2022G was mainly due to the increase in SIBOR rate and obtaining
new bank borrowings.

Accrued management and franchising fee

Accrued management and franchising fee amounted to SAR 4.8 million as at 31 December 2022G and represented system and
management fees accrued for Marriot International and IHG.

The balance increased from SAR 1.6 million as at 31 December 2021G to SAR 4.8 million as at 31 December 2022G mainly due to the
increase in fees as a result of the improvement in operations (fees are based on a % of revenue and operating profit).

Accrued utilities and other services

Accrued utilities and other services amounted to SAR 3.6 million as at 31 December 2022G and represented general accruals (SAR
2.4 million) related to utilities and other operations such as outsourced labor contractors, accrued electricity bills (SAR 540 thousand),
and accrued water bills (SAR 273 thousand), amongst others.

The balance decreased from an average SAR 13.9 million over the 31 December 2020G and 31 December 2021G period to SAR 3.6
million as at 31 December 2022G mainly as a result of a reversal of accruals for the Marriott Executive Apartments DQ (which resulted
in a decrease of -SAR 5.7 million between 2021G and 2022G), and Marriott Hotel DQ (-SAR 4.2 million) in 2022G in connection with
a reversal of an accrual recorded in 2021G related to the RCRC fees imposed for the DQ properties, which according to Management
were waived during the period.

Accrued professional fees and other services

Accrued professional fees and other services amounted to SAR 2.5 million as at 31 December 2022G and represented accruals for
advertising (SAR 1.7 million) and audit fees (SAR 820 thousand).

The balance averaged SAR 4.8 million over the period under review.

Others

Other accrued expenses amounted to SAR 11.8 million as at 31 December 2022G mainly in connection with accruals for guest ledgers
(SAR 4.8 million), VAT (SAR 3.0 million), municipality and tobacco tax (SAR 3.0 million), amongst other accruals.

The balance decreased from SAR 17.5 million as at 31 December 2020G to SAR 11.8 million as at 31 December 2022G, mainly related
to a decrease in VAT receivables, in addition to reclassification of certain accounts to be presented separately as of FY21.
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4.5.2.3.3 Due to related parties

Table 4.41: Consolidated due to related parties as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)

Al Jazira and Dawudia Compounds 18,460 18,460 18,460
Al Madinah Hotels Company Limited 14,651 14,651 14,651
Al Rawda Residence Compound 2,337 2,086 1,776
Al Andalus Residence Compound 849 434 299
Others 1,676 1,527 336
Total 37,974 37,159 35,522

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Due to related parties amounted to SAR 35.5 million as at 31 December 2022G and represented unsecured, interest free balances
relating mainly to Al Jazira and Dawudia Compounds (SAR 18.5 million) and Al Madinah Hotels Company Limited (SAR 14.7
million); with both of these balances outstanding for over 3 years.

Al Jazira and Dawudia Compounds is a business units of Al Madinah Hotels Company limited, and the latter is under a liquidation
process. As such, Management withheld the settlement of the outstanding amount until the liquidation is finalized.

Al Rawdah Residence Compound (SAR 1.8 million), Al Andalus Residence Compound (SAR 299 thousand), and Makarem Mina
Hotel (SAR 275 thousand), recorded under ‘others’, are properties operated by the Group.
4.5.2.3.4 Term loans - current portion

Current portion of term loans amounted to SAR 171.0 million as at 31 December 2022G and represented principal settlements of term
loans over the next year and a bank overdraft acquired for the settlement of the derivative instruments. Please refer to the “7Term loans”
section under non-current liabilities for further detail.

4.5.2.3.5 Lease liabilities - current portion

The current portion of lease liabilities are represented by the principal amount payable during the year, in addition to any payable
interest and amounted to SAR 34.5 million as at 31 December 2022G. Please refer to the “Lease liabilities” section under non-current
liabilities for further detail.

4.5.2.3.6 Provision for zakat

Table 4.42: Consolidated zakat movement as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)
At the beginning of the year 13,169 13,323 13,662
Provided during the year 7,579 9,312 4,575
Payments made during the year (7,425) (8,973) (7,032)
At the end of the year 13,323 13,662 11,206

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

The Company and its subsidiaries file their Zakat returns individually based on their financial statements. Therefore, the Zakat base is
identified and calculated for the Company and its subsidiaries individually and the total estimated Zakat is presented in the consolidated
statement of income for the Group.

Provision for zakat amounted to SAR 11.2 million as at 31 December 2022G and related to Zakat provisions recorded in accordance
with the regulations of the Zakat, Tax, and Customs Authority (“ZATCA”) relating to the entities incorporated in the Kingdom of Saudi
Arabia.

Provision for zakat decreased from an average of SAR 13.5 million over the 31 December 2020G and 31 December 2021G periods to
SAR 11.2 million as at 31 December 2022G.
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The Company and its subsidiaries have filed their Zakat returns with Zakat, Tax and Customs Authority (“ZATCA”) for all years up
to 2021G.

The zakat status of the Group for the years up to 2018G has been finalized, with the exception of the amount of SAR 861 thousand,
which is related to the year 2015G and the Group objected to the revised assessment raised by the ZATCA. The General Secretariat of
the Committees (“GSTC”) accepted the Group’s objections for an amount of SAR 0.62 million and rejected an amount of SAR 0.25
million. In May 2022G, ZATCA appealed to against GSTC decision. The Company has submitted its response to Appeal Committee
for Tax Violations and Disputes Resolution (“ACTVDR”) and the outcome has not been finalized yet.

ZATCA issued zakat assessment for the year 2019G, which resulted in zakat differences of SAR 3.03 million. The Group has paid
all the unobjectionable amounts aggregating SAR 1.2 million and raised objections to the rest of the items in dispute. This resulted in
the issuance of an amended assessment by ZATCA with additional amount of SAR 1.04 million. The Group filed an objection with
the GSTC to consider the items under objection. The Committee for Resolution of Tax Violations and Disputes “CRTVD” issued its
decision and rejected the Group’s objection. The Group has appealed to the Appellate Committee for Tax Violations and Disputes
Resolution “ACTVDR” within the timeline required and the outcome has not been finalized yet.

ZATCA also issued zakat assessment for the year 2020G, which resulted in zakat differences of SAR 2.11 million. The Group paid
all the unobjectionable amounts amounting to SAR 1.76 million and objected to the rest of the items in dispute. ZATCA has issued
its amended assessment, which included the acceptance of all the items objected to by the Group, thus canceling all zakat obligations
related to the year 2020G.

4.5.2.3.7 Dividend payable

On 18 February 2020G, the Board of Directors recommended cash dividends of SAR 50 million (SAR 0.50 per share) for the year
ended 31 December 2019G, which was approved at the General Assembly in its meeting held on 26 April 2020G.

Dividends payable amounted to SAR 43.9 million as at 31 December 2021G and SAR 43.7 million as at 31 December 2022G and
represented amounts due to shareholders for dividends in prior years that were not claimed.

The Group paid SAR 53.0 million, SAR 320 thousand, and SAR 279 thousand in dividends in the financial years 2020G, 2021G and
2022G, respectively.

4.5.2.3.8 Derivative financial instrument

Table 4.43: Consolidated fair value of the derivative financial instruments as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)
Positive fair value 16,029 10,730 110
Negative fair value (106,698) (56,543) -

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Table 4.44: Amounts recognized in the consolidated statement of income for the derivative financial instruments as at
31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)
Changes in fair value, net 44,857 45,922
Amounts realized during the year, net (28,479) (13,279)
Net gain on derivative instruments at FVTPL 16,378 32,643

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Note: The audited consolidated financial statements for the year ended 31 December 2022G did not include a restated consolidated income statement for the year
ended 31 December 2020G similar to the restated consolidated statement of financial position for the year ended 31 December 2020G
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The current liability portion of the derivative financial instruments amounted to SAR 106.7 million as at 31 December 2020G, SAR
56.5 million as at 31 December 2021G and nil as at 31 December 2022G.

Derivative financial instruments related to two Interest Rate Swap agreements entered with a local financial institution. The derivatives
carried an original maturity of December 2024G with one of the instruments being called back by the financial institution on 10
December 2022G. The Group is currently disputing the validity of the agreements and filed two lawsuits, with the latest one being on
10 March 2022G before the Committee of Banking and Financial Disputes and Violations. The new lawsuit has not yet concluded, and
the potential outcome cannot be reasonably estimated at the date of reporting.

Derivative financial instruments, net amounted to —SAR 90.7 million, — SAR 45.8 million and SAR110 thousand as at 31 December
2020G, 31 December 2021G, and 31 December 2022G.

4.5.2.4 Non-current liabilities

Table 4.45: Consolidated non-current liabilities as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)
Term loans — non-current portion 824,367 745,511 928,786
Lease liabilities — non-current portion 356,447 302,310 296,207
Employees’ terminal benefits liabilities 59,916 61,598 60,680
Total non-current liabilities 1,240,731 1,109,418 1,285,673

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

4.5.2.4.1 Term loans - non-current portion

Table 4.46: Consolidated term loans as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December

SR in thousands 2020G 2021G 2022G

(Audited) (Audited) (Audited)
Term loans — current portion 209,538 271,761 133,882
Bank overdraft - 20,831 37,125
Current borrowings 209,538 292,592 171,007
Term loans — non-current portion 824,367 745,511 928,786

Total 1,033,905 1,038,103 1,099,794

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Term loans

The Group has secured term loans in the form of Murabaha financing with a total value of SAR 1,062.7 million as at 31 December
2022G which accrue Murabaha commission at SIBOR plus agreed margin, which are equivalent to the market interest rates. These
loans are secured by promissory notes, assignment of rental proceeds, negative pledge clauses amongst other covenants.

Loan agreements include covenants mainly related to maintaining certain leverage ratios, total debt to equity and other covenants.
Under the terms of these agreements, the banks have the right to demand immediate repayment of the loans if any of the covenants
are not met. Based on the latest audited financial statements, the Group was compliant with the facility covenants as at 31 December
2022G.
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4.5.2.4.2 Lease liabilities - non-current portion

Table 4.47: Consolidated lease liabilities as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G

(Audited) (Audited) (Audited)

The carrying amounts of lease liabilities recognized and the movements during the year:

As at 1 January 379,714 385,880 345,653
Additions 3,632 19,810 -
Lease adjustment (3,224) (56,348) (13,719)
Interest 16,750 14,633 15,006
Payments (10,991) (18,322) (16,009)
COVID-19 related rent concession - - (251)
As at 31 December 385,880 345,653 330,680

Maturity analysis — contractual undiscounted payments:

Within one year 29,433 43,343 34,473
One to five years 86,428 39,923 110,793
Later than five years 270,019 262,386 185,414
Total undiscounted lease liabilities 385,880 345,653 330,680

The present value of the net lease payments is as follows: lease liabilities included in the consolidated statement of financial position:

Current portion of lease liabilities 29,433 43,343 34,473
Non-current portion of lease liabilities 356,447 302,310 296,207
Total 385,880 345,653 330,680

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Lease liabilities

The Group adopted IFRS16 where leases are recognized as right-of-use assets against lease liabilities on the date which the leased
assets become ready for use, with lease payments split between the lease liability and finance expenses. Right-of-use assets are
depreciated on a straight-line basis over the useful life of the underlying asset, or the lease period and finance expenses are recognized
in the profit and loss statement throughout the lease term.

Lease liabilities are initially measured at the present value of all remaining payments to the lessor, discounted using the appropriate
rates. Lease liabilities amounted to SAR 330.7 million as at 31 December 2022G and related mainly to (i) lease of lands for Marriott
Airport Hotel, Darraq phases 3,4, and 5, Holiday Inn & Suites Jubail and Marriott DQ hotels, and (ii) lease of buildings for Marriott
Airport Hotel and Dara Serviced apartments — Qurtuba.
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4.5.2.4.3 Employees’ terminal benefits liabilities

Table 4.48: Consolidated EOSB movement as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)
Opening present value of employees’ terminal benefits liabilities 62,912 59,916 61,598
Employees’ terminal benefit expense 6,843 8,498 8,432
Employees’ terminal benefits paid (7,286) (7,553) (7,949)
Actuarial gains / (losses) on employees’ terminal benefit liabilities (2,552) 737 (1,401)
Closing present value of employees’ terminal benefits liabilities 59,916 61,598 60,680

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Short term employees’ benefits

Short term employee benefits are expensed as the related service is provided. A liability is recognized for the amount expected to be
paid if the Group has a present legal or constructive obligation to pay this amount as a result of past service provided by the employee
and the obligation can be estimated reliably.

Defined contribution plans

Retirement benefit in the form of General Organization of Social Insurance (“GOSI”) is a defined contribution scheme. The Group has
no obligation, other than the contribution payable to the GOSI. The Group recognizes contribution payable to the GOSI as an expense
when due.

Defined benefit plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The net pension liability recognized
in the consolidated statement of financial position in respect of defined benefit post-employment plans is the present value of the
projected defined benefit obligation (DBO) at the statement of financial position date. The defined benefit obligation is calculated
annually by qualified actuaries using the projected unit credit method. Re-measurement amounts, if any, are recognized immediately
in the consolidated statement of financial position with a corresponding debit or credit to retained earnings through OCI in the period
in which they occur. Remeasurements are not reclassified to profit or loss in subsequent periods.

Table 4.49: EOSB’s principal actuarial assumptions used for actuarial valuation purposes as at 31 December 2020G,
2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)
Salary increase rate 1.9% 2.4% 4.6%
Discount rate 1.9% 2.4% 4.6%
Number of employees covered under terminal benefits plan 1,354 1,280 1,202

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

The sensitivity analysis above has been undertaken based on a method that extrapolates the impact on the employee defined benefits
obligation as a result of reasonable changes in key assumptions occurring at the end of the reporting period. The sensitivity analysis is
based on a change in a significant assumption, keeping all other assumptions constant. The sensitivity analysis may not be representative
of an actual change in the employee defined benefits obligation as it is unlikely that changes in assumptions would occur in isolation
of one another.
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4.5.2.5 Equity

Table 4.50: Consolidated equity as at 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)
Share capital 1,000,000 1,000,000 1,000,000
Statutory reserve 500,000 500,000 500,000
Consensual reserve 143,002 - -
Retained earnings / (accumulated losses) (81,636) 61,848 103,460
Revaluation reserve of investment at fair value through OCI (5,058) (4,898) (4,480)
Total equity attributable to shareholders of the Parent Company 1,556,308 1,556,949 1,598,980
Non-controlling interests 58,400 59,388 59,328
Total equity 1,614,709 1,616,337 1,658,308

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Share capital

The authorized, issued and fully paid share capital of the Group consists of 100 million shares of SAR 10 each.

Statutory reserve

In accordance with the Group’s by-laws, the Group is required to transfer 10% of its annual net income to a statutory reserve until the
reserve equals to 30% of the paid share capital. Statutory reserve balance reached 50% of the share capital due to transfers in the prior
years and the Group decided to discontinue such transfers. The reserve is not available for dividend distribution.

In accordance with the Group’s by-laws, the Group had allocated 5% of its annual net income to a consensual reserve. Due to transfers
in prior years, the Group decided to discontinue such transfer. In December 2021G, the General Assembly has resolved to transfer SAR
143.0 million to retained earnings.

Retained earnings / (accumulated losses)

During the year ended 31 December 2022G, the Group has retrospectively processed the accounting of financial derivatives relating
to the prior periods in the consolidated financial statements by restating opening balances of the prior period of the statements of
shareholders equity and the comparative figures. These adjustments resulted in a net impact on equity of -SAR 83.0 million as at 1
January 2021G (from SAR1.4 million to a restated balance of -SAR 81.6 million) and -SAR 66.6 million as at 31 December 2021G.

Retained earnings increased from a balance of -SAR 81.6 million as at 31 December 2020G to a balance of SAR 61.8 million as at 31
December 2021G due to (i) transfer of consensual reserve of SAR 143.0 million, and (ii) total comprehensive income for the year of
SAR 482 thousand (net income of SAR 2.2 million).

Retained earnings further increased to SR103.5 million as at 31 December 2022G due to total comprehensive income for the year of
SAR 41.6 million (net income of SAR 40.2 million).

Revaluation reserve of investment at fair value through OCI

During the year ended 31 December 2020G, the Group recorded a fair value loss of SAR 5.1 million on its 2% ownership in the
National Tourism Company, a limited liability company registered in the Kingdom of Saudi Arabia. The investment was revalued as
at 31 December 2021G and 31 December 2022G, and a gain in fair value was recorded under other comprehensive income amounting
to SAR 159 thousand and SAR 418 thousand, respectively.

Non-controlling interests

Non-controlling interest amounted to SAR 59.3 million as at 31 December 2022G and consists primarily of partners’ non-controlling
share in the equity of Makkah Hotels Company Limited, Alnakheel for Tourist Areas Company Limited, Tabuk Hotels Company
Limited, Saudi Hotel Services Company Limited and Nuzul Shada Hospitality Company.
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4.5.3 Commitments and contingencies

a. As at 31 December 2022G, the Group has entered into capital commitments of SAR 286.9 million (31 December
2021G: SAR 117.8 million, 31 December 2020G: SAR 25.6 million) related to its capital work in progress.

b. The Group has capital commitment in relation to equity accounted investees’ projects under construction of SAR 49
million as at 31 December 2022G (31 December 2021G: SAR 116 million, 31 December 2020G: nil).

c. Asat31 December 2022G, the Group had issued letters of guarantee amounting to SAR 29.03 million (31 December
2021G: SAR 30.2 million, 31 December 2020G: SAR 38.9 million). These guarantees are without cash margin.

d. The Group was disputing the validity of two interest rate swap derivative agreements with a local financial institution
and has accordingly not accounted for these agreements up to the period ended 31 December 2021G. In 2022G this
was accounted for and restated accounts were issued for the periods ended 31 December 2020G and 31 December
2021G. The adjustment had an impact on equity through a current asset and current liability reflected, and on the
income statement through gains on derivatives at fair value (refer to “Prior period adjustments” section below for
further detail).

The Group filed two lawsuits against the financial institution, the last of which before the Committee of Banking and Financial

Disputes and Violations filed in March 2022G. The new lawsuit has not yet concluded, and the potential outcome cannot be reasonably
estimated at the date of reporting.

4.5.4 Consolidated Statement of Cash Flow

Table 4.51: Consolidated statement of cash flows for the years ended 31 December 2020G, 2021G and 2022G

31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)

Income before zakat (44,030) 11,519 44,726
Depreciation of property and equipment 87,400 100,180 100,693
Depreciation of right of use assets 17,560 14,367 13,524
Impairment of projects under construction - - 27,433
Provision / (reversal) of expected credit losses for trade receivables, net 6,402 (734) 4,817
Provision of slow-moving inventory 1,750 - -
Share in results of equity accounted investees 1,739 4,290 (2,374)
Loss/ (gain) on sale of property and equipment (76) (237) 96
Gain from COVID-19 related rent concession - - (251)
Gain on lease liability extinguishment - (1,058) -
Provision for employees’ terminal benefits 6,843 8,498 8,432
Financial charges on lease liabilities 15,759 13,742 14,166
Financial charges on term loans 33,241 22,419 38,481
Gain on change in fair value of derivatives at FVTPL, net - (44,857) (45,922)
Total 126,587 128,128 203,821
Trade receivables 17,934 (27,566) (285)
Prepayments and other current assets (34,272) 36,538 1,659
Inventories 2,490 1,715 (3,191)
Trade payables (22,009) 4,960 (22,172)
Accrued expenses and other current liabilities 7,582 754 (7,899)
Due to related parties (186) (815) (1,637)
Cash from operations 98,126 143,713 170,297
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31 December 31 December 31 December
SR in thousands 2020G 2021G 2022G
(Audited) (Audited) (Audited)

Zakat paid (7,425) (8,973) (7,032)
Employees’ terminal benefits paid (7,286) (7,553) (7,949)
Net cash from operating activities 83,414 127,187 155,317
Additions to property and equipment (29,991) (64,643) (22,474)
Additions to projects under construction (67,880) (25,220) (146,511)
Proceeds from sale of property and equipment 76 509 488
Additional investment in equity accounted investees - (9,142) (17,019)
Proceeds from investment in equity accounted investees - - 3,750
Net cash used in investing activities (97,795) (98,496) (181,766)
Proceeds from / (repayment of) term loans, net 60,637 (16,634) 45,397
Dividends paid (52,971) (320) (279)
Payments of lease liabilities (10,991) (18,322) (16,009)
Dividends paid to non-controlling interest (2,201) - -
Net change in non-controlling interest 12,297 - -
Financial charges paid on term loans (33,241) (25,074) (30,895)
Net cash used in financing activities (26,471) (60,350) (1,787)
Net decrease in cash and cash equivalents (40,852) (31,660) (28,236)
Cash and cash equivalents at the beginning of the year 135,681 102,476 70,817
Cash and cash equivalents at the end of the year 94,828 70,817 42,580

Source: The audited consolidated financial statements for the year ended 31 December 2021G and 2022G

Note: The information related to the consolidated statement of cash flows for the period ended 31 December 2020G was extracted from the audited consolidated
financial statements for the year ended 31 December 2021G. It should be noted that the balance of cash and cash equivalents at the end of the year ended 31
December 2020G does not reconcile with the balance of cash and cash equivalents at the beginning of the year ended 31 December 2021G as the audited
consolidated financial statements for the year ended 31 December 2022G did not include a restated consolidated statement of cash flows for the year ended 31
December 2020G and a restated consolidated income statement for the year ended 31 December 2020G, while the audited consolidated financial statements for the
year ended 31 December 2022G included a restated consolidated statement of financial position for the year ended 31 December 2020G

Cash flows from operating activities

Operating cash flows increased from SAR 127.2 million in the year ended 2021G to SAR 155.3 million in the year ended 2022G driven
by (i) an increase in EBITDA (+SAR 51.3 million) due to improved performance, and (ii) the add back of impairment of projects under
construction (+SAR 27.4 million), partly offset by higher working capital requirements resulting from the decrease in trade payables
(-SAR 22.2 million).

Cash flows from investing activities

Cash used in investing activities decreased from -SAR 98.5 million in the financial year 2021G to -SAR 181.8 million in the financial
year 2022G mainly due to the increase in additions to projects under construction, largely related to the construction of new apartments
and suites in Tabuk.

Cash flows from financing activities

Cash used in financing activities increased from -SAR 60.4 million in the financial year 2021G to -SR1.8 million in the financial year
2022G mainly due to higher proceeds from term loans, net, slightly offset by higher financial charges paid on the term loans.
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4.5.5 Prior period adjustments

During the year ended 31 December 2022G, the Group has retrospectively processed the accounting of financial derivatives relating
to the prior periods in the consolidated financial statements by restating opening balances of the prior period of the statements of
shareholders equity and the comparative figures.

These adjustments relate to the interest rate swaps, which were not previously recorded in the financials.

The impact on the previously reported balances is summarized below:

A. Impact on equity (increase/(decrease) in equity)

Table 4.52: Impact on equity as at 1 January 2021G and 31 December 2021G

1 January 31 December
SR in thousands 2021G 2021G

(Audited) (Audited)
Cash and cash equivalents 7,648 -
Derivative financial instruments 16,029 10,730
Total assets 23,676 10,730
Term loans - current portion - (20,831)
Derivative financial instruments (106,698) (56,543)
Total liabilities (106,698) (77,374)
Net impact on equity (83,021) (66,643)

Source: The audited consolidated financial statements for the year ended 31 December 2022G

B. Impact on consolidated statement of profit or loss (increase/(decrease) in profit)

Table 4.53: Impact on consolidated statement of profit or loss as at 31 December 2021G

31 December

SR in thousands 2021G
(Audited)
Net gain on derivative instruments at FVTPL 16,378
Net impact on profit for the year 16,378
Attributable to:
Equity holders of the parent 16,378

Non-controlling interests -

Total 16,378

Source: The audited consolidated financial statements for the year ended 31 December 2022G

C. Impact on basic and diluted earnings per share (EPS) (increase/(decrease) in EPS):
Basic and diluted, loss for the year attributable to equity holders of the parent amounted to 0.16.

The change did not have an impact on OCI for the year.

D. Impact on the statement of cashflows:

Table 4.54: Impact on the statement of cashflows as at 31 December 2021G

31 December

SR in thousands 2021G
(Audited)
Net cash from operating activities (28,479)
Total (28,479)

Source: The audited consolidated financial statements for the year ended 31 December 2022G
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Legal Information

5.1 Declarations of Taiba’s Directors

Taiba’s Directors do hereby declare as follows:

1. The Transaction does not violate the relevant laws and regulations in the KSA.

2. The issuance of the Consideration Shares does not violate any of the substantive contracts or agreements to which
Taiba is a party.

3. This Section includes all the substantial legal information related to the Transaction documents which Taiba’s
shareholders must take into account in order to vote in an informed manner.

4. There is no other material legal information in this Section, the omission of which would cause the other statements
to become misleading.

5. Except as disclosed in Section (3.5) (“Related Parties and Conflicted Directors”), Taiba’s independent Directors,
other than related parties and conflicted Directors, acknowledge that they have no direct or indirect interest in any of
Taiba’s shares, Dur’s shares, in its business, or in any contract concluded or to be concluded between Taiba and Dur
in connection with the Transaction. They declare their full independence regarding the Transaction subject of this
Circular.

5.2 Legal Information of the Transaction

5.2.1 Summary of the legal structure of the Transaction

The Transaction will be completed by offering a securities exchange transaction pursuant to Article (26) of the MARs, whereby
Taiba shall acquire all Dur’s shares in consideration of issuance of Consideration Shares to Dur’s Shareholders by increasing Taiba’s
share capital pursuant to Article (75) of the ROSCOs and in accordance with the Capital Market Law, the Companies Law and
their Regulations and other relevant laws and regulations in force in KSA, and based on the final exchange ratio, whereby Dur’s
Shareholders obtain one share in Taiba in consideration for every Dur share they hold.

The total Consideration Shares shall be one hundred million (100,000,000) shares fully paid with a nominal value per share of (10)
Saudi Riyals so that the total nominal value of the Consideration Shares shall be one billion (1,000,000,000) Saudi Riyals. Such shares
will be issued by way of increasing the capital of Taiba by (62.32%) from one billion, six hundred four million, five hundred seventy-
four thousand, eight hundred thirty (1,604,574,830) Saudi Riyals to two billion, six hundred four million, five hundred seventy-four
thousand, eight hundred thirty (2,604,574,830) Saudi Riyals and increasing the number of Taiba’s shares from one hundred sixty
million, four hundred fifty-seven thousand, four hundred eighty-three (160,457,483) shares to two hundred sixty million, four hundred
fifty-seven thousand, four hundred eighty-three (260,457,483) shares.

Upon Transaction Completion, the current Taiba’s Shareholders will own (61.6%) of Taiba share capital after the capital increase and
Dur’s Shareholders will own (38.4%) of Taiba’s share capital after the capital increase.

The total value of the Transaction will be determined on the basis of the value of the Consideration Shares. The total nominal value of
the Consideration Shares is one billion (1,000,000,000) Saudi Riyals. The total market value of the Consideration Shares is two billion,
nine hundred fifty million (2,950,000,000) Saudi Riyals, based on the closing price of (SAR 29.50) per Taiba’s share on 15/09/1444H
(Corresponding to 06/04/2023G) (which is the last trading day prior to the date of entry into the Implementation Agreement). The total
value of the Consideration Shares to be recorded in the financial statements of Taiba will be determined at a later stage based on the
closing price of Taiba’s share at the last trading day prior to the date of Transaction Completion.

As the final Exchange Ratio is an integer, Dur’s shareholders will have no fractions of shares.
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The diagram below is a simplified description of the structure of Transaction:

Dur Shareholders Taiba Shareholders Dur Shareholders Taiba Shareholders
100% l 100% l 38.4% 61.6%
After
Dur Taiba Taiba
100% l
Dur

5.2.2 Approvals Required for Transaction Completion

5.2.2.1 Government Approvals

A number of regulatory approvals must be obtained for the purposes of the Transaction Completion as follows:

a. A non-objection from the General Authority for Competition with respect to the economic concentration arising from
the Transaction.

b. Approval of the Saudi Exchange (Tadawul) on the listing of the Consideration Shares on the Exchange
c. CMA approval of Taiba’s Capital Increase request and publication of the Offer Document.

d. Obtaining non-objection from the Ministry of Commerce in respect of the amendments to the Bylaws of Taiba (as
defined in Schedule (1) of this Circular).

e. CMA approval to convene Taiba’s Transaction EGM and Dur’s Transaction EGM; the date and time of EGM shall be
posted on Saudi Exchange’s (Tadawul) website.

All government approvals mentioned above have been obtained.

5.2.3 EGM Approval

The Transaction is also conditional upon obtaining approvals of EGMs of Taiba and Dur as follows:

a. Approval of Acquisition Resolutions with the required majority representing at least three quarters of voting rights
represented in Taiba EGM.

b. Approval of Acquisition Resolutions with the required majority representing at least three quarters of voting rights
represented in Dur EGM

Taiba will publish the invitation for the Transaction EGM, which shall be convened within a maximum period of twenty-eight (28)
days as of the date of publishing this Circular (or any other date as may be approved by the CMA).

Taiba’s EGM shall be valid if attended by shareholders representing at least half of Taiba’s share capital. If the required quorum for
holding this meeting is not present, a second meeting shall be held after one hour from the expiry of the time specified for holding the
first meeting (provided that the first meeting invitation shall indicate that a second meeting may be held after one hour from the expiry
of the time specified for holding the first meeting if the required quorum for holding this meeting is not present). The second meeting
shall be valid if attended by shareholders representing at least one quarter of the capital. In case the required quorum is not met in the
second meeting, Taiba shall apply to the CMA to obtain its approval to hold a third EGM. Once such approval is approved, Taiba will
publish the invitation to the EGM, and the EGM will be held after a period of no less than twenty-one (21) days from the invitation
publication date. The third meeting shall be valid regardless of the number of shares represented therein.

All shareholders, who are registered in Taiba’s shareholder register at the end of trading day of the Transaction EGM, shall be entitled
to attend the EGM. The shareholder shall be able to vote on the agenda by electronic voting pursuant to the relevant procedures in this
regard. According to Article (3) (n) of the Merger and Acquisition Regulations, a shareholder that holds shares in both Taiba and Dur
can only vote on the Acquisition Resolutions in the EGM of one of the companies only.

Votes in the EGMs shall be calculated on the basis of one vote per share. The shareholder who is unable to attend the EGM (via
electronic voting) will lose his right to vote in the EGM and the votes associated with his shares will not be taken into consideration.

5.2.4 The Transaction Completion

Following the approval of the Acquisition Resolutions, the Acquisition Resolutions shall be effective. Then, the ownership of all the
shares of Dur shall be transferred to Taiba. Dur’s shares shall be delisted and Dur will be fully owned by Taiba which will, as a result,
issue the Consideration Shares to Dur’s shareholders listed in Dur’s shareholder register by the end of second trading period following
the Transaction Completion.
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5.2.5 Summary of the Implementation Agreement

On 17/09/1444H (corresponding to 08/04/2023G), Taiba and Dur entered into an Implementation Agreement whereby they agreed
to the terms and conditions of the Transaction and obligations of both companies in relation to the Transaction implementation. The
Implementation Agreement contains warranties given by each company to the other on a reciprocal basis as well as restrictions on the
conduct of business.

The Transaction is subject to the approvals of Taiba and Dur’s Shareholders. As mentioned above, in Article (3) (n) of the Merger and
Acquisition Regulations, a shareholder that holds shares in both Taiba and Dur can only vote on the Acquisition Resolutions in the
EGM of one of the companies only. For more information on shareholders voting in the EGM, please see Section (5.2.2) (“Approvals
Required for Transaction Completion”™).

5.2.5.1 Implementation Agreement Terms and Conditions

The Implementation Agreement includes a number of terms and conditions that must be met to complete the Transaction. The two
companies have committed to seeking to fulfill the terms and conditions as soon as possible and to coordinate with each other in this
regard. The two companies have also agreed that none of such terms and conditions may be amended or waived without a written
consent from both companies. Here is a summary of those terms and conditions:

1. Obtaining all required approvals of the Capital Market Authority with respect to the Transaction.

2. Obtaining the approval of the Saudi Exchange (Tadawul) on the listing of the Consideration Shares and obtaining any
other approvals that might be required with respect to the Transaction.

3. The delivery of any required notification to Securities Depository Center Company (Edaa) with respect to the
Transaction

4. Obtaining a non-objection from the General Authority for Competition with respect to the Transaction, or the
expiration of the applicable waiting periods under the Competition Law.

5. Obtaining any required approvals from the Ministry of Commerce in respect of the amendments to the bylaws of
Taiba.

Obtaining the approval of the requisite majority of Taiba’s shareholders on the Acquisition Resolutions.
Obtaining the approval of the requisite majority of Dur’s shareholders on the Acquisition Resolutions.

No Material Adverse Event having occurred and being continuing.

© ® N

No breach of the warranties given by Taiba and Dur under the Implementation Agreement as defined in Section
(5.2.5.4) (“Warranties”)« has occurred, unless such breach is capable of remedy and has been remedied to the
reasonable satisfaction of the non-breaching party.

10. No governmental body of competent jurisdiction in Saudi Arabia having enacted, issued, promulgated, enforced or
entered any order, injunction, judgment, decree or other action which is in effect and which prohibits or makes illegal
the consummation of the Transaction in accordance with the Implementation Agreement.

11. Obtaining the approval of, or notifying, a number of contractual counterparties of both companies.

5.2.5.2 Restrictions on Business Conduct

The Implementation Agreement imposes an obligation on both Taiba and Dur to refrain from taking any act that may violate certain
restrictions stipulated in the Implementation Agreement (which are subject to certain exceptions and limitations) that relate to the
conduct of business during the period between signing the Implementation Agreement until Transaction Completion or the termination
of the Implementation Agreement according the terms and conditions thereof (whichever occurs first) except with approval of the other
party, which the other party may not unreasonably withhold or delay.

If either party breaches any of these restrictions, then the other party has the right to consider the breach as a Material Adverse Event
(provided that such breach has an adverse material effect on the Transaction, in the reasonable assessment of the non-breaching party)
and therefore terminate the Implementation Agreement under a notice to the breaching party. For further details on the provisions of
the termination of the Implementation Agreement Section (5.2.5.5) (“Termination of the Implementation Agreement”).

The restrictions related to the conduct of business stipulated in the Implementation Agreement require that neither of the two companies
and members of their group act, or agree to act, in a way that would violate any of these restrictions, unless this is legally required. The
following is a summary of the conduct of business requirements:

1. Limiting the business that the two companies and members of their group carry out to their ordinary course of business
that is substantially consistent with their previous practices, provided that the relevant regulations are not violated in
all cases.

2. Refraining from making any material amendments or alterations to the general nature or scope of the business of the
company or any member of their group or conducting any new material activities.
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In relation to the two companies (without members of their group), not to declare, make, set aside or pay any dividend
or other distributions (whether in kind or cash) for any period.

Refraining from acquiring or disposing of any asset, entering into or amending any agreement, entering into or making
a commitment, or carry out any action, in each case involving consideration, expenditure or liabilities in excess of 5%
of the company’s net assets (based on the latest audited annual financial statements).

Refraining from entering into any loan or financing arrangement, or amending any existing loan or financing
arrangement, in excess of 10% of the total existing facilities as on the date of signing the Implementation Agreement.

Refraining from approving or proposing any share buy-back or cancellation of shares for any reason.

Refraining from any actions that has the effect of liquidation, dissolution or conversion of corporate form of any
company or any member of its group.

Refraining from any change in capital or amendment in its constitutional documents.

5.2.5.3 Exceptions to Restrictions on Business Conduct

Subject to the above restrictions on business conduct, the two companies agreed to identify several exceptions to the restrictions on
business conduct that allow them to carry out certain activities which will not be considered a breach of the restrictions on business

conduct:

Taking any action, concluding any transaction or financing or carrying out any project (including the projects under
development) disclosed in the action plan submitted to the other party;

Carrying out any expenditure related to any projects under development that are disclosed in the party’s business plan,
provided that the related expenditure for such projects do not exceed the aggregate amount of five hundred and fifty
million Saudi Riyals during the six (6) months following the date of the Implementation Agreement.

In relation to Taiba, transferring part of or all the assets of Al Aqeeq Real Estate Development Co. to Taiba.

In relation to Dur, transferring its entire shareholding in Nuzul Shada Hospitality Company as in-kind contribution for
its contemplated investment in an investment fund that will be established and managed by a licensed Capital Market
Institution in KSA.

Taking any action disclosed to the public or specifcially disclosed to the other party before the date of the
Implementation Agreement.

Undertaking any matter contemplated by the Implementation Agreement.

5.2.5.4 Warranties

Both Companies made several warranties under the Implementation Agreement:

1.

Taiba and Dur have the requisite power and authority to enter into and perform their obligations pursuant to the
Implementation Agreement.

The obligations arising from the Implementation Agreement are binding obligations for both parties.

The entry into the Implementation Agreement and fulfillment of the obligations thereunder shall not lead to:

A material breach of bylaws of either party;

b. A material breach or violation or giving any other party the right to terminate any material agreement (as defined
in the Implementation Agreement) to which either company is a party or the right to amend that agreement
materially except as may be disclosed to the other party.

All information related to the party or its group and submitted by each party to the other party in relation to the
Transaction or any of them or their groups (including the information submitted through due diligence or for the
purpose of preparing documents of the Transaction) was as at the date as to which it speaks true and accurate in all
material respects and not misleading in any material respect.

No material information or any other information related to the Transaction or requested during the due diligence has
been withheld by the other party.
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5.2.5.5 Termination of the Implementation Agreement

The Implementation Agreement shall be terminated with immediate effect, and the rights and obligations of both parties under it shall
cease (with the exception of some rights and obligations that shall survive even after termination of the Implementation Agreement,
such as confidentiality and dispute resolution) in any of the following cases:

1. A written notice to terminate is given by either party to the other party following breach of the Implementation
Agreement, where such breach constitutes a Material Adverse Event including the following:

a. Breach of the obligations specified in the Implementation Agreement regarding providing and submitting the
documents required under relevant laws and providing the information required to allow the other party to prepare
such documents;

b. Breach of the abovementioned business conduct restrictions (as defined in Section (5.2.5.2) (“Restrictions on
Business Conduct”) of this Circular) without obtaining the express or implicit approval from the other party
according to the Agreement.

c. Breach of any warranties submitted under the Implementation Agreement as defined in Section (5.2.5.4)
(“Warranties™).

2. Failure to satisfy the Transaction’s conditions or waiving them in writing by both parties before the end of one year
from the date of the execution of the Implementation Agreement, (unless agreed otherwise in writing).

3. Ifthe Parties agree to terminate the Implementation Agreement in writing.

5.2.6 Other Agreements

Except for the non-binding MoU and the Implementation Agreement, no other material agreements are concluded between the two
companies in relation to the Transaction.

5.3 Lawsuits and claims against Taiba

As of 16/03/1445H (corresponding to 01/10/2023G), Taiba and its subsidiaries are involved in a number of cases in the course of
their normal business. The lawsuits filed by Taiba or Al Aqeeq Real Estate Development Co. (in their capacity as plaintiffs) are (33)
cases, whereby the total amount of claim is approximately (SAR 49,646,297) (exclusive of interest and costs). In this regard, there
is a counterclaim in relation to one of the above cases in which the estimated claim amount is about (SAR 61,484,648) (exclusive of
interest and costs). It should be noted that these amounts are approximate since the total amount of claims under these cases may be
higher or lower. It should be noted that Taiba has not made any financial provision for these cases.

A total of (8) cases with a total claim amount of about (SAR 22,497,676) were filed against Taiba and Al-Aqeeq Real Estate
Development Company most of which relate to damages. It should be noted that these amounts are approximate, since the total amount
of claims under these cases may be higher or lower, particularly given that the amounts claimed are not specified in some cases either
to determine the continuation of the relevant contracts or for any other reasons. It should be noted that as of 30 June 2023, Taiba has
provisioned about (SAR 6,671,148) in relation to cases and disputes filed against Taiba and its subsidiaries.

Taiba and some of its subsidiaries have a number of enforcement decisions which procedures have not been finalized, as Taiba is still in
the process of collecting these amounts. The total amounts due thereunder are approximately (SAR 16,174,457), noting that Taiba did
not make any financial provision in this regard. With regard to enforcement against Taiba and its subsidiaries, there are no enforcement
decisions which have not been satisfied or are still pending.

Except as stated above, there is no lawsuit or claim (including any pending or threatened lawsuit) that could have a material effect on
the business of Taiba and its subsidiaries, or its financial position.

54 Lawsuits and claims against Dur

As of 16/03/1445H (corresponding to 01/10/2023G), Dur is involved in a number of cases. The total number of lawsuits filed by Dur
(as a plaintiff) is (13) cases. The majority of these cases relate to the collection of real estate rents, the eviction of properties, and the
late payment of rents, which are usual matters in the course of Dur’s business. The total amounts claimed are about (SAR 4,141,891),
noting that this amount is approximate since the total amount of claims under these cases may be higher or lower, as some of these
cases do not include a specific financial claim amount. It should be noted that Dur did not make any financial provision and did not
write off or de-recognize any debts in connection thereof.

Dur recently settled a substantial lawsuit with a local financial institution, challenging the validity of two interest rate swap agreements.
Under the settlement agreement, the local financial institution terminated one of the two interest rate swap agreements (the Saudi
Riyal contract), and Dur accordingly reimbursed the full amount of profits received as a result of this agreement to the local financial
institution amounting to (SAR 3,014,525.78). Dur also paid 70% of the outstanding amount resulting from the other interest rate
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swap agreement (USD contract), amounting to (USD 7,170,148.38), and the local financial institution bore the remaining 30% of the
outstanding amount resulting from the USD contract.

In addition, Dur has obtained a number of final judgments or order instruments whose execution procedures have not been completed,
as Dur is still in the process of collecting these amounts. The total amounts due thereunder to Dur are approximately (SAR 66,203,951).
It should be noted that Dur did not make any financial provision for these cases and did not write off or derecognize any debts in
connection thereof.

Dur confirmed to Taiba — during the due diligence studies — that there is no lawsuit or claim (including any pending or threatened
lawsuit) that could have a material effect on the business of Dur and its subsidiaries, or its financial position.

For more information on risks related to legal disputes, please see Section (1.3.2) (“Risks related to legal disputes”).

5.5 Bankruptcy

None of Taiba’s Directors, senior executives, or board secretary have been subject to bankruptcy.

5.6 Insolvency

During the last five years, none of Taiba’s Directors, senior executives, or board secretary have ever been appointed by any insolvent
company in an administrative or supervisory position.
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Experts’ statements

The advisors mentioned in (“Corporate Directory”) Section have given and, as at the date of this Circular, have not withdrawn their
written consent to the publication of their names, addresses, logos, and the statements attributed to each of them in this Circular (as
applicable). The Market Adviser does not have any shares or interest of any kind in Taiba or its subsidiaries.
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Expenses

Taiba’s costs related to the Transaction Completion are estimated at about SAR 24 million. These expenses include the fees of the
Financial Advisor, the legal advisor, the financial due diligence advisor, the Market Adviser, and other advisors, in addition to the
charges due to government entities, marketing expenses, printing and distribution costs and other costs related to the Transaction.
It should be noted that the amount of the above costs and expenses does not include the costs related to Taiba’s and Dur’s business
combination after the Transaction Completion, or any other costs after the Transaction Completion.
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Exemptions

An exemption was obtained from the CMA from the requirements of Article 3(O) and Article 48 of the Merger and Acquisition
Regulations, in which the shareholders who are Related Parties will be entitled to vote on the Acquisition Resolutions in the EGM of
one of the companies, subject to the voting restrictions applicable to their representatives (if any) in the meeting of the board or any
committee. The shareholders from the related parties pursuant to the Merger and Acquisition Regulations are (1) Public Investment
Fund; (2) Mr. Ibrahim Mohammed Al-Eissa; (3) Mr. Mohammed Ibrahim Mohammed Al-Eissa; and (4) Assila Investment Company,
and each will have the right to vote in the EGM of either company. For more details about related parties and their relationship, please
refer to Section (3.5) (“Related Parties and Conflicted Directors”).

An exemption was also obtained from the Capital Market Authority from the requirement of 2(b)(10) of the instructions for corporate
announcements related to general assemblies, whose agenda includes changing the capital, so that a clarification will not be included
in Tabia’s announcement of its invitation to its EGM that the votes of related parties will not be counted during voting on Acquisition
Resolutions in the EGM of the transaction, in accordance with the above exemption.
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Documentation available for inspection.

Taiba shall make the following documentation available for inspection at its headquarters from 10 a.m. to 3 p.m. during working days
from the date of publication of this Circular until EGM meeting date (which shall not be less than (14) days):

Dur’s bylaws and articles of associate.
Non-Binding MoU.

Implementation Agreement.

Bl

Dur’s audited financial statements for the fiscal year ending on 31 December 2022G, 2021G and 2022G, and the
interim condensed unaudited consolidated financial statements for the three-month period ended 31 March 2023 and
for the three and six-month periods ended 30 June 2023.

5. Taiba’s unaudited pro forma condensed consolidated financial information for the fiscal year ending on 31 December
2022G for the purpose of the Transaction.

6. Valuation Report issued by the financial advisor.

7. Advisors’ letters of approval of using their names, logos, and statements (as applicable) in this Circular.
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Appendix (1): The proposed amendments to Taiba’s Bylaws

Article No.

The Article as it is in the current bylaw

The proposed amendment to the Article

Article 7-
Share Capital

Article 5 —
Company
Headquarters

The company’s share capital is SAR 1,604,574,830
(one thousand six hundreds four million, five hundred
seventy four thousand, eight hundred thirty Saudi riyals)
divided into 160,457,483 (one hundred sixty million,
four hundred fifty seven thousand, four hundred eighty-
three) shares with equal nominal value of ten Saudi
Riyals per each share and all are ordinary and cash
shares.

The company's head office is located in Al-Madinah Al-
munawarrah and the Board of Directors may establish
branches, offices or agencies inside or outside the
Kingdom of Saudi Arabia.

#% Table of Contents

The company’s issued capital is set at ene two billion, six
hundred four million, five hundred seventy-four thousand,
eight hundred thirty Saudi riyals (SAR 21,604,574,830) fully
paid up and divided into ene two hundred sixty million, four
hundred fifty-seven thousand, four hundred eighty-three
(2160,457,483) shares with equal value; each werth with
nominal value of ten riyals, all of which are ordinary and cash
shares.

The company’s head office is located in Al-Madinah-Al-
munawarrah Riyadh, and the Board of Directors may establish
branches, offices or agencies inside or outside the Kingdom of
Saudi Arabia.


https://www.taiba.com.sa/
https://www.taiba.com.sa/

P oSN
77 N\
JLoiiwm &y .
TAIBA INVESTMENTS Shareholder Circular | 123

Appendix (2): Financial Advisor’s opinion submitted to Taiba’s Board

JPMorgan

April 6, 2023

The Board of Directors
Taiba Investments Company
Building 3220, Unit no. 3, Al Madinah Al Munawwarah 42321-6122

Members of the Board of Directors:

Taiba Investments Company (the "Offeror") proposes to acquire the entire issued and outstanding
share capital of Dur Hospitality Company (the "Offeree") (the "Offer"), such that upon completion
of the Offer, the Offeree will be a wholly-owned subsidiary of the Offeror and the Offeree’s shares
will be de-listed from the Saudi Exchange (the "Transaction"). Pursuant to the offer document to
be issued by the Offeror in relation to the Transaction (the "Offer Document") and the
implementation agreement to be entered into between the Offeror and the Offeree in relation to
the Transaction (the "Implementation Agreement"), each share in the Offeree will be exchanged
for 1 share in the Offeror (the "Exchange Ratio").

As part of our engagement as financial adviser to the Offeror in relation to the Offer and pursuant
to the terms agreed between us in an engagement letter dated December 14, 2022 (the
"Engagement Letter"), the Offeror has requested the opinion of J.P. Morgan Saudi Arabia
Company ("].P. Morgan Saudi Arabia Company"), pursuant to Article 18 of the Merger and
Acquisition Regulations, as to the fairness, from a financial point of view, to the Offeror of the
Exchange Ratio in the proposed Transaction.

Please be advised that while certain provisions of the Offer are summarised above, the terms of
the Offer are more fully described in the Offer Document. As a result, the description of the Offer
and certain other information contained herein is qualified in its entirety by reference to the Offer
Document. Capitalised terms used but not defined herein shall have the meanings ascribed
thereto in the Offer Document.

Scope of our review

In arriving at the opinion set out below, we have, among other things: (i) reviewed the execution
version dated April 6, 2023 of the Implementation Agreement; (ii) reviewed the Offer Document,
the shareholder circular of the Offeror and the shareholder circular of the Offeree (together, the
“Circulars”); (iii) reviewed certain publicly available business and financial information
concerning the Offeree and the Offeror, the industries in which they operate and certain other
companies engaged in businesses comparable to them; (iv) compared the proposed financial
JPMorgan Saudi Arabia Company (A single sharcholder Closed Joint Stock Company) — Licensed by the Capital Market Authority, License No. 12164-37,
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terms of the Offer with the publicly available financial terms of certain transactions involving
companies we deemed relevant and the consideration received for such companies; (v) compared
the financial and operating performance of the Offeree and the Offeror with publicly available
information concerning certain other companies we deemed relevant and reviewed the current
and historical market prices of the Offeree’s shares and the Offeror’s shares and certain publicly
traded securities of such other companies; (vi) reviewed the audited financial statements of the
Offeror and the Offeree for the fiscal years ended 31 December 2020, 2021, and 2022; (vii) reviewed
certain internal, unaudited financial analyses, projections, assumptions and forecasts prepared by
the managements of the Offeree and the Offeror relating to their respective businesses for the
fiscal years ended 31 December 2020, 2021, and 2022; (viii) reviewed the estimated amount and
timing of the cost savings and related expenses and synergies expected to result from the
Transaction previously provided by the Offeror’s strategic advisers, as of the date their analysis
spoke; and (ix) performed such other financial studies and analyses and considered such other
information as we deemed appropriate for the purposes of this opinion.

In addition, we have held discussions with certain members of the management of the Offeree
and the Offeror with respect to certain aspects of the Transaction, and the past and current
business operations of the Offeree and the Offeror, the financial condition and future prospects
and operations of the Offeree and the Offeror, the effects of the Transaction on the financial
condition and future prospects of the Offeror, and certain other matters we believed necessary or
appropriate to our inquiry.

In giving our opinion, we have relied upon and assumed the accuracy and completeness of all
information that was publicly available or was furnished to or discussed with us by the Offeree
and the Offeror or otherwise reviewed by or for us. We have not independently verified any such
information or its accuracy or completeness and, pursuant to our engagement letter with the
Offeror, we did not assume any obligation to undertake any such independent verification. We
have not conducted or been provided with any valuation or appraisal of any assets or liabilities,
nor have we evaluated the solvency of the Offeree or the Offeror under any laws relating to
bankruptcy, insolvency or similar matters. In relying on financial analyses, projections,
assumptions and forecasts provided to us or derived therefrom, we have assumed that they have
been reasonably prepared based on assumptions reflecting the best currently available estimates
and judgments by management of the Offeror as to the expected future results of operations and
financial condition of the Offeree and the Offeror to which such analyses, projections, assumptions
or forecasts relate. We express no view as to such analyses, projections or forecasts or the
assumptions on which they were based and the Offeror has confirmed that we may rely upon
such analyses, projections, assumptions and forecasts in the delivery of this opinion. We have
also assumed that the Transaction and the other transactions contemplated by the Implementation
Agreement will have the tax consequences described in the Circulars and in discussions with, and
materials furnished to us by, representatives and advisors of the Offeror, and will be
consummated as described in the Implementation Agreement. We have also assumed that the
representations and warranties made by the Offeror and the Offeree in the Implementation
Agreement and the related agreements are and will be true and correct in all respects material to
our analysis. We are not legal, regulatory, accounting or tax experts and have relied on the
assessments made by advisors to the Offeror with respect to such issues. We have further assumed
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that all material governmental, regulatory or other consents and approvals necessary for the
consummation of the Transaction will be obtained without any adverse effect on the Offeree or
the Offeror or on the contemplated benefits of the Transaction. In giving our opinion, we have
relied on the Offeror’s commercial assessments of the Transaction. The decision as to whether or
not the Offeror enters into a Transaction (and the terms on which it does so) is one that can only
be taken by the Offeror.

Our opinion is necessarily based on economic, market and other conditions as in effect on, and
the information made available to us as of, the date hereof. It should be understood that
subsequent developments may affect this opinion and that we do not have any obligation to
update, revise, or reaffirm this opinion.

Our opinion is limited to the fairness, from a financial point of view to the Offeror of the Exchange
Ratio in the proposed Transaction and we express no opinion as to the fairness of the Transaction
to the holders of any class of securities, creditors or other constituencies of the Offeror or as to the
underlying decision by the Offeror to engage in the Transaction. Furthermore, we express no
opinion with respect to the amount or nature of any compensation to any officers, directors, or
employees of any party to the Transaction, or any class of such persons relative to the Exchange
Ratio in the Transaction or with respect to the fairness of any such compensation. We are
expressing no opinion herein as to the price at which the Offeror’s shares will trade at any future
time. As a result, other factors after the date hereof may affect the value of the businesses of the
Offeror and the Offeree after consummation of the Transaction, including but not limited to (i) the
total or partial disposition of the share capital of the Offeror by shareholders of the Offeror within
a short period of time after the effective date of the Transaction, (ii) changes in prevailing interest
rates and other factors which generally influence the price of securities, (iii) adverse changes in
the current capital markets, (iv) the occurrence of adverse changes in the financial condition,
business, assets, results of operations or prospects of the Offeror or the Offeree, (v) any necessary
actions by or restrictions of governmental agencies or regulatory authorities, and (vi) timely
execution of all necessary agreements to complete the Transaction on terms and conditions that
are acceptable to all parties at interest. No opinion is expressed as to whether any alternative
transaction might be more beneficial to the Offeror.

We have acted as financial advisor to the Offeror with respect to the proposed Transaction and
will receive a fee from the Offeror for our services if the proposed Transaction is consummated.
In addition, the Offeror has agreed to indemnify us for certain liabilities arising out of our
engagement. Exceptin relation to the Offer, please be advised that during the two years preceding
the date of this letter, neither we nor our affiliates have had any other significant financial advisory
or other significant commercial or investment banking relationships with the Offeror or the
Offeree. In the ordinary course of our businesses, we and our affiliates may actively trade the
equity securities of the Offeror or the Offeree for our own account or for the accounts of customers
and, accordingly, we may at any time hold long or short positions in such securities.

On the basis of and subject to the foregoing, it is our opinion as of the date hereof that the Exchange
Ratio in the proposed Transaction is fair, from a financial point of view to the Offeror.
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This letter is provided to the Board of Directors of the Offeror in connection with and for the
purposes of its evaluation of the Transaction. This opinion does not constitute a recommendation
to any shareholder of the Offeror as to how such shareholder should vote with respect to the
proposed Transaction or any other matter.

This opinion shall not confer rights or remedies upon, and may not be used or relied on by, any
holder of securities of the Offeror or by other person other than the Board of Directors of the
Offeror.

This opinion may not be disclosed, referred to, or communicated (in whole or in part) to any third
party for any purpose whatsoever except with our prior written approval. Notwithstanding the
foregoing sentence, the Offeror may disclose that this opinion has been obtained from us and that
a copy of this opinion may be included in its entirety in any filing the Offeror is required to make
with the Capital Markets Authority and the Saudi Exchange, and be included in the shareholder
circular to be issued by the Offeror and made publicly available, in connection with the Offer, and
be made available for public inspection in relation to the Transaction.

Very truly yours,

J.P. Morgan Saudi Arabia Company
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Appendix (3): Dur’s audited financial statements for the last three years and the
unaudited condensed interim consolidated financial statements for the three
months ended 31 March 2023 and for the three and six months ended 30 June
2023

Dur Hospitality Company
(A Saudi Joint Stock Company)

CONSOLIDATED FINANCIAL STATEMENTS

31 December 2020
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Ernst & Young & Co. (Certified Public Accountants) Registration No. 45/11/323

General Partnership C.R. No. 1010383821
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Al Faisaliah Office Tower, 14" Floor Tel: +966 11 215 9898

i King Fahad Road +966 11 273 4740

vag:.IE:rr:g agﬁzter P.O. Box 2732 Fax: +966 11 273 4730

Riyadh 11461

Kingdom of Saudi Arabia ey.ksa@sa.ey.com

ey.com/mena

Independent Auditor’s Report
To the shareholders of Dur Hospitality Company
(A Saudi Joint Stock Company)

Qualified Opinion

We have audited the consolidated financial statements of Dur Hospitality Company (‘the
Company") and its subsidiaries (ollectively referred to as "“the Group"), which comprise the
consolidated statement of financial position as at 31 December 2020, and the consolidated
statement of income, consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including a summary of significant
accounting policies.

In our opinion, except for the effect of the matter described in the “Basis for Qualified Opinion”
section of our report, the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financial position of the Group as at 31 December 2020,
and its consolidated financial performance and consolidated cash flows for the year then ended
in accordance with International Financial Reporting Standards that are endorsed in the
Kingdom of Saudi Arabia and other standards and pronouncements that are issued by the Saudi
Organization for Certified Public Accountants.

Basis for Qualified Opinion

As disclosed in note @8 - C), to the consolidated financial statements, the Company is disputing
the validity of two Interest Rate Swap derivative agreements (‘the agreements”) with a local
financial institution. The Company filed a lawsuit (‘the Lawsuit")against the financial institution
before the Committee for the Resolution of Securities Disputes (‘the Securities Dispute
Committee"). As of 31 December 2020, the Lawsuit is still at preliminary stage at the Securities
Dispute Committee and the potential outcome of this lawsuit cannot be reasonably estimated
at this stage. The related mark to market loss of SR 90.7 million, arising from these derivative
transactions, has not been accounted for in these consolidated financial statements. Had these
losses been accounted for in the financial statements, the net loss for the year would be higher
by SR 53.6 million and the net equity as of 31 December 2020 would be lower by SR 90.7
million.

We conducted our audit in accordance with International Standards on Auditing 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 Consolidated Financial
Statements section of our report. We are independent of the Group in accordance with
professional code of conduct and ethics that are endorsed in the Kingdom of Saudi Arabia are
relevant to our audit of the consolidated financial statements, and we have fulfilled our other
ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
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Independent Auditor’s Report
To the shareholders of Dur Hospitality Company
(A Saudi Joint Stock Company) (continued)

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the consolidated financial statements of the current year. These
matters were addressed in the context of our audit of the consolidated financial statements as
a whole, and in forming auditor’s opinion thereon, and we do not provide a separate opinion on
these matters. In addition to the matter described in the “Basis for Qualified Opinion" section
of our report and for each of the matters below, our description of how our audit addressed the
matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor's responsibilities for the audit of
the consolidated financial statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of procedures designed to respond
to our assessment of the risks of material misstatement of the consolidated financial
statements. The results of our audit procedures, including the procedures performed to
address the matters below, provide the basis for our audit opinion on the accompanying
consolidated financial statements.
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Independent Auditor’s Report
To the shareholders of Dur Hospitality Company
(A Saudi Joint Stock Company) (continued)

Key Audit Matters (continued)

Key audit matter How our audit addressed the key audit
matter

Impairment assessment of property and
equipment

At 31 December 2020, total property and | Audit procedures that we performed included
equipment of the Group amounted to SR | the following:

2,697 million, representing 77.6% of total
assets. The carrying values of these property | ¢ Assessed the appropriateness of the

and equipment are reviewed by the management’s  procedures to ensure
management for potential indicators of whether an indication of impairment exists
impairment and for those assets where such or not.

indicators exist, management determine the
recoverable value.
e Reviewed the statement of operating

We considered this as a key audit matter, income for CGU associated with property
since it require a significant management and equipment during the year.

judgment in reviewing the existence of the
impairment indicators. Also, the potential | o Reviewed the internal reports Gncluding the

impairment, if any, may have significant Board of Directors minutes of meetings) to
impact on the consolidated statement of assess any future p|ans in relation to
financial position and consolidated result of property and equipment.

operations of the Group.

Refer to note (-5) to the consolidated | ® Assessed the adequacy of the Group's

financial statements for the accounting policy disclosures relating to impairment of non-
of ]mpairment of non-financial assets and note financial assets in the consolidated financial
@3) for the disclosure of property and statements.

equipment.
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Independent Auditor’s Report
To the shareholders of Dur Hospitality Company
(A Saudi Joint Stock Company) (continued)

Key Audit Matters (continued)
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Key audit matter

How our audit addressed the key audit
matter

Legal complaint against a local financial
institution

As stated in note @8 - C), to the consolidated
financial statements, the Company is disputing the
validity of certain financial derivative agreements
(‘the agreements") with a local financial institution
(‘the financial institution”) and has accordingly not
accounted for these agreements in these
consolidated financial statements. As of 31
December 2020, the net unrealized losses of SR
©0.7) million based on the market valuation. The
Company has engaged an external legal counsel to
support the Company in its legal proceedings against
the financial institution. On 10 November 2020, the
Company filed a Lawsuit (‘the Lawsuit") against the
financial institution before the Committee for the
Resolution of Securities Disputes (‘the Committee”)
at the Capital Market Authority (‘CMA"). As of 31
December 2020, the Lawsuit was still under the
review of the Committee.

We considered this as a key audit matter in the
current year audit of the consolidated financial
statements due to the materiality of the agreements
amount and any unexpected adverse outcomes of the
Lawsuit could materially impact the Group's
consolidated finanical positon, results of operations
or future cash flows. Further, The related mark to
market loss of SR 90.7 million, arising from these
derivative transactions, has not been accounted for
in these consolidated financial statements. Had these
losses been accounted for in the financial statements,
the net loss for the year would be higher by SR 53.6
million and the net equity as of 31 December 2020
would be lower by SR 90.7 million.

Refer to note @-5) to the consolidated financial
statements for the accounting policy of contingent
liabilites and note @8) for the disclosure of
contigencies.

Audit procedures that we performed included
the following:

We have obtained and read the agreements
to obtain an understanding of the
underlying derivative deals and the key
terms. We also obtained a direct
confirmation from the financial institution
on the outstanding derivative deals and its
market valuation as of 31 December 2020.

We obtained and read the Statement of
Claim filed with the Securities Dispute
Committee to understand the legal basis for
the Lawsuit.

We read the minutes of the meetings of the
Board of Directors and Audit Committee
held during 2020 with a particular focus on
the overall progress of the Lawsuit.

We tested the fair values of derivatives
disclosed in notes to the consolidated
financial statements.

We discussed the status of the Lawsuit with
the Company's external legal counsel to
gain an update on the status of the legal
proceeding.

We also assessed the adequacy of
Company'’s disclosure regarding
contingent)liabilities from legal dispute as
contained in note 28 to the consolidated
financial statements.
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Independent Auditor’s Report
To the shareholders of Dur Hospitality Company
(A Saudi Joint Stock Company) (continued)

Other Information included in the Group’s 2020 Annual Report

Other information consists of the information included in the Group’s 2020 annual report, other
than the consolidated financial statements and our auditor’s report thereon. Management is
responsible for the other information in its annual report. The Group's 2020 annual report is
expected to be made available to us after the date of this auditor's report.

Our opinion on the consolidated financial statements does not cover the other information and
we will not express any form of assurance conclusion thereon.

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

When we read the Group's 2020 annual report, if we conclude that there is a material
misstatement therein, we are required to communicate the matter to those charged with
governance.

Responsibilities of Management and those Charged with Governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with International Financial Reporting Standards that are
endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements that are
issued by the Saudi Organization for Certified Public Accountants and the provisions of
Companies’ Law and Company's By-laws, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing
the Group'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 Group or to cease operations, or has no realistic alternative but to do
so.

Those Charged with Governance are responsible for overseeing the Group's financial reporting
process
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Independent Auditor’s Report
To the shareholders of Dur Hospitality Company
(A Saudi Joint Stock Company) (continued)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 International
Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia 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 consolidated financial
statements.

As part of an audit in accordance with International Standards on Auditing that are endorsed in
the Kingdom of Saudi Arabia, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the consolidated 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.

e 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 Group's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e 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 Group'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 disclosures in
the consolidated 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 Group to cease
to continue as a going concern.
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Independent Auditor's Report
To the sharehalders of Dur Hospitality Company
(A Saudi Joint Stock Company) {continued)

Auditor's Responsibilities for the Audit of the Consolidated Financia! Statements (cantinued)
= Evaluale the overall presentation, structure and rentent of the consolidated financial
statements, including the disciosures, and whether the consolidated financial
stalements represent the underlying transactions and cvents in a manner Lhat achieves

fair presenlation.

= Obtain sufficient appropriate audit evidence regarding the financial information of the
cntities or husiness activitics within the Graup to express an opinion on the consolidated
finzncial statements. We are responsible for the direction, supervision and performance
of the Group audit. We remain solely respensible for our audit opinion.

Weo communicate with those Charged with Governance regarding, among cther matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deticiencies ininternal control that we identify during our audit.

We also provide thase Charged with Governance with a statement that we have complied wilh
relevant ethical requirements reqgarding independence, and to communicate with thom all
relationships and other matters 1hat may reasonably be thought to bear on our independence,
and where applicable, scticns taken to eliminate threats or ssfeguards applied.

From the mattars cammunicated wilh those Charged wilh Governance, we determine those
matters that were of mest significance in the audit of the consolidated financial statements of
the current year and are therefure the kov audit matters, We describe these matters in our
auditor's report unless |aw or requlaticn precludes public disclosure abaut the maiter or when,
in extremely rare circumstances, we determine that a matter should not be communicated in
our report hecause the adverse consequences of doing 50 would reazonably be cxpected to
outweigh the publicinterest bencfits of such communication.

for Ernst & Young

e

Fahad M, Al-Taaimi
Certified Public Accountant
Registration No. 354

Rivadh: 17 Sha'aban 1442H
(30 March 20213
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Dur Hospitality Company
(A Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December 2020

2020 2019

Notes SR SR
Assets
Current assets
Cash and cash equivalents 5 94,828,467 135,680,579
Trade receivables 6 116,940,868 141,276,119
Prepayment and other current assets 7 130,722,204 56,133,755
Inventories 9 18,820,195 23,059,545
TOTAL CURENT ASSETS 361,311,734 356,149,998
NON-CURRENT ASSETS
Investment at fair value through OCI 10 1,942,322 7,000,000
Investments in equity accounted investees 11 12,570,128 14,309,065
Right to use assets 12 279,408,479 298,143,110
Advance for rent — noncurrent portion 7 - 40,316,800
Property and equipment 13 2,698,425,010 2,492,482,172
Projects under construction 14 124,946,460 319,425,744
TOTAL NON-CURRENT ASSETS 3,117,292,399 3,171,676,891
TOTAL ASSETS 3,478,604,133 3,527,826,389
LIABILITIES AND EQUITY
LIBILITIES
CURRENT LIABILITIES
Trade payable 36,368,079 58,377,275
Accrued and other current liabilities 15 169,247,660 161,665,215
Due to related parties 8 37,974,216 38,160,305
Term loans — current portion 16 209,537,984 131,912,230
Lease liabilities - current portion 17 29,433,114 21,347,688
Provision for zakat 18 13,323,298 13,169,475
Dividends payables 23 44,259,209 47,230,659
TOTAL CURRENT LIABILITIES 540,143,560 471,862,847
NON-CURRENT LIABILITIES
Term loans — non-current portion 16 824,367,448 841,355,862
Lease liabilities — non-current portion 17 356,447,344 359,948,110
Employees’ end-of-service benefits obligations 19 59,915,810 62,911,547
TOTAL NON-CURRENT LIABILITIES 1,240,730,602 1,264,215,519
TOTAL LIABILITIES 1,780,874,162 1,736,078,366
EQUITY
Share capital 20 1,000,000,000 1,000,000,000
Statutory reserve 21 500,000,000 500,000,000
Consensual reserve 22 143,002,490 143,002,490
Retained earnings 1,384,928 98,399,490
Revaluation reserve of investment at fair value through OCI 10 (5,057,678) -
Total equity attributable to shareholders of the parent
Company 1,639,329,740 1,741,401,980
Non-controlling interest 58,400,231 50,346,543
TOTAL EQUITY 1,697,729,971 1,791,748,523
TOTAL LIABILITIES AND EQUITY 3,478,604,133 3,527,826,889

The accompanying notes 1 to 36 form an integral part of these consolidated financial statements.
8
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CONSOLIDATED STATEMENT OF INCOME STATEMENT
For the year ended 31 December 2020

Notes
Hospitality income 24
Rental revenue
Management fee revenue 24
TOTAL REVENUES
COSTS OF REVENUE 25
Gross Profit
Expenses
Selling and marketing
General and administrative 26
TOTAL EXPENSES
OPERATING INCOME
Finance charges 16
Financial charges on lease liabilities 17
Financial income 5
Other income, net 27
Share of net results of investments in equity accounted
investees 11
(LOSS) INCOME BEFORE ZAKAT
ZAKAT 18
NET (LOSS) INCOME FOR THE YEAR
Attributable to:
Equity holders of the Parent
Non-controlling interests
Earnings per share:
Basic and diluted (loss)/earnings per share attributable to
equity holders of the Parent 29

2020 2019
SR SR
321,033,619 435,608,058
119,617,815 111,605,597
1,668,123 6,632,471
442,319,557 553,846,126
(381,495,300) (434,669,236)
60,824,257 119,176,890
(1,473,879) (1,713,680)
(53,596,364) (38,738,194)
(55,070,243) (40,451,874)
5,754,014 78,725,016
(33,241,431) (23,336,833)
(15,758,507) (15,947,631)
324,434 1,608,397
630,469 18,310,943
(1,738,937) (1,342,430)
(44,029,958) 58,017,462
(7,579,300) (5,250,451)
(51,609,258) 52,767,011
(49,494,612) 53,003,675
(2,114,646) (236,664)
(51,609,258) 52,767,011
(0.49) 0.53

The accompanying notes 1 to 36 form an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2020

2020 2019
Notes SR SR

NET (LOSS) INCOME FOR THE YEAR (51,609,258) 52,767,011
Other items of comprehensive income
Item that will not be reclassified to consolidated statement of
income:
Change in fair value of investment at FVOCI 10 (5,057,678) -
Actuarial gains (losses) on remeasurement of employee
terminal benefits liabilities 19 2,552,300 (1,803,821)
Total comprehensive (loss) income for the year (54,114,636) 50,963,190
Attributable to:
Equity holders of the Parent (52,072,240) 50,977,253
Non-controlling interests (2,042,396) (14,063)

(54,114,636) 50,963,190

The accompanying notes 1 to 36 form an integral part of these consolidated financial statements.
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Consolidated STATEMENT OF CASH FLOWS

For the Year ended 31 December 2020

OPERATING ACTIVITIES
(loss) income before zakat

Adjustments for:

Provision for slow moving inventories

Share of net results of investments in equity accounted
investees

Loss on sale of investments in equity accounted investees

Depreciation of right of use assets
Depreciation of property and equipment
Finance charges

Financial charges on lease liabilities

Provision for trade receivable expected credit losses / (reversal

of provision due to recovery)
Profit on sale of property and equipment
Provision for employees’ terminal benefits

Changes in operating asset and liability:
Trade Receivables

Prepayment and other current assets
Advance for rent

Inventories

Trade Payable

Accrued and other current liabilities
Due to related parties

Cash from operation
Zakat paid
provision for employees’ end of service benefits paid

Net cash from operating activities

INVESTING ACTIVITIES

Additions to property and equipment
Additions to projects under construction
Investment in Subsidiary

Proceeds from sale of property and equipment
Payments for Lease liabilities

Net cash used in investing activities

FINANCING ACTIVITIES
Long-terms loans received, net
Dividends to shareholders

Dividends to non-controlling interests
Net change in non-controlling interests
Finance charges paid

Net cash (used in) from financing activities

NET DECREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

The accompanying notes 1 to 36 form an integral part of these consolidated financial statements.

Notes

19

18
19

13
14

23

2020 2019
SR SR

(44,029,958) 58,017,462
1,749,662 1,136,700
1,738,937 1,342,430

- 489,185
17,560,092 16,870,709
87,400,137 75,563,594
33,241,431 35,536,833
17,285,507 17,239,367
6,401,661 (206,251)
(76,492) (25,434)
6,842,981 10,377,770
128,113,958 216,342,365
17,933,590 (37,016,568)
(34,271,649) (10,473,215)
- (40,316,800)
2,489,688 (1,367,171)
(22,009,196) 41,978,948
6,737,327 (3,836,428)
(186,089) (1,285,036)
98,807,629 164,026,095
(7,425,477 (7,587,475)
(7,286,418) (9,097,898)
84,095,734 147,340,722
(29,991,379) (24,286,039)
(68,872,312) (237,919,616)
- (37,980,000)

76,492 25,434
(10,681,190) (16,004,140)
(109,468,389) (316,164,361)
60,637,340 225,251,446
(52,971,450) (25,000,000)

(2,200,800) -
12,296,884 -

(33,241,431) (35,536,833)
(15,479,457) 164,714,613
(40,852,112) (4,109,026)
135,680,579 139,789,605
94,828,467 135,680,579
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
31 December 2020

1 GENERAL

Dur Hospitality Company (the “Company” or the “Parent Company”) is a Saudi Joint Stock Company formed under
the Regulations for Companies and is registered in the Kingdom of Saudi Arabia (“KSA”) under the commercial
registration number 1010010726 dated 6 Muharram 1397H (corresponding to 27 December 1976).

The Company's activities comprise of the construction, acquisition, operation, management, entering into partnership
and renting of hotels, restaurants, motels, rest stops, entertainment centers, travel agencies, private and public roads
and tourism areas. In addition, the activities include the acquisition, development and sale of lands and construction
of buildings thereon or renting lands, providing services to pilgrims and visitors of the Prophet's (PBUH) Mosque.
The Company shall carry out its activities by itself or through others jointly or separately.

The Company has invested in the following subsidiaries, which are included in these consolidated financial statements:
Direct and Indirect Ownership
%

Share capital 31 December 31 December

Subsidiary (SR) 2020 2019
Makkah Hotels Company Limited 165,600,000 99.447. 99.44%
Saudi Hotel Services Company Limited 70,000,000 707 70%
Alnakheel for Tourist Areas Company Limited 59,250,000 98.73% 98.73%
Nuzul Shada Hospitality Company 40,000,000 60% 60%
Tabuk Hotels Company Limited 27,300,000 97.14% 97.14%
Jude Alia Company Limited 100,000 100% 100%
Almasdar Alamny Company Limited 100,000 95% 95%
Al Sawaed Al Kareemah Investment and Real Estate Development

Company 100,000 95% 95%
Sofraa Al Ewaa Hospitality Company (One Person Company) 100,000 100% 100%
Dara Oasis Company Limited (One Person Company) 100,000 100% 100%
Almashrouat Almethaleyah Real Estate Company (One Person

Company) 100,000 100% 100%
Alsarh Alaniq operation and maintenance Company (One Person

Company) 100,000 100% 100%

The Company and its subsidiaries are collectively described as (the “Group”) in these consolidated financial
statements.

The following are details of the subsidiaries and their activities:

Makkah Hotels Company Limited

Makkah Hotels Company Limited is a Saudi limited liability company and is registered under the commercial
registration number 4031011879 dated 20 Ramadan 1402H (corresponding to 12 July 1982). The company is engaged
in hospitality services inside and outside the KSA. The Company owns Makarem Ajyad Hotel in Makkah.

Saudi Hotel Services Company Limited

Saudi Hotel Services Company is a Saudi limited liability company and is registered under the commercial registration
number 1010010454 dated 11 Dhul-Qadah 1396H (corresponding to 4 November 1976). The company owns Crown
Plaza - Riyadh Palace Hotel.

Alnakheel for Tourist Areas Company Limited

Alnakheel for Tourist Areas Company Limited is a Saudi limited liability company and is registered under the
commercial registration number 4030092204 dated 22 Jumad Thani 1413H (corresponding to 17 December 1992).
The company owns Makarem Alnakheel Hotel and Resort in Jeddah.

Nuzul Shada Hospitality Company

Nuzul Shada Hospitality Company is a Saudi limited liability company and is registered under the Commercial
Registration number 4030166369 dated 8 Muharram 1428H (corresponding to 27 January 2007). The company is
engaged in general construction of residential buildings, management and leasing of owned and leased real estate
(residential), and management and leasing of real estate owned or leased (non-residential). On 13 March 2019, the
Group acquired this subsidiary and has been consolidated in the group's consolidated financial statements. The assets,
liabilities and results of the subsidiary's business are not material to the Group.
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2020

1 GENERAL (CONTINUED)

Tabuk Hotels Company Limited

Tabuk Hotels Company Limited is a Saudi limited liability company and is registered under the commercial
registration number 3550006303 dated 5 Rabi Thani 1406H (corresponding to 17 December 1985). The company
owns Holiday Inn Tabuk Hotel.

Jude Alia Company Limited

Jude Alia Company Limited is a Saudi limited liability company and is registered under the commercial registration
number 1010428949 dated 25 Safar 1436H (corresponding to 17 December 2014). The principal activities of the
company include building and construction.

Almasdar Alamny Company Limited

Almasdar Alamny Company Limited is a Saudi limited liability company and is registered under the commercial
registration number 1010433370 dated 16 Rajab 1436H (corresponding to 5 May 2015). The company is engaged in
providing special civil security guard services in KSA pursuant to the Public Security letter number (3/1078413) dated
28 Rajab 1435H (corresponding to 27 May 2014).

Al Sawaed Al Kareemah Investment and Real Estate Development Company

Al Sawaed Al Kareemah Investment and Real Estate Development Company is a Saudi limited liability company and
is registered under the commercial registration number 1010437489 dated 26 Dhul-Qadah 1436H (corresponding to
10 September 2015). The company is engaged in construction, transportation, storage, refrigeration, financial and
business services, as well as tourist accommodation services pursuant to the license of the Saudi Commission for
Tourism and National Heritage No. (37/0096/F) dated 6 Safar 1437H (corresponding to 18 November 2015).

Sofraa Al Ewaa Hospitality Company

Sofraa Al Ewaa Hospitality Company is Saudi One Person limited liability company and is registered under
commercial registration number 1010901133 dated 27 Safar 1439H (corresponding to 16 November 2017). The
company is engaged in providing hospitality services, establishment of restaurants, hotels and exhibitions.

Dara Oasis Company Limited

Dara Oasis Company Limited is a Saudi One Person limited liability company and is registered under commercial
registration number 1010901132 dated 27 Safar 1439H (corresponding to 16 November 2017). The company is
engaged in providing tourism activities.

Almashrouat Almethaleyah Real Estate Company

Almashrouat Almethaleyah Real Estate Company (one person company) is a Saudi limited liability company
registered under CR No. 1010596957 on 30 Muharram 1441H (corresponding to 29 September 2019). The main
activity of the company is the management and leasing of owned or leased residential and non-residential properties.

Alsarh Alaniq operation and maii e Company

Alsarh Alaniq operation and maintenance Company (one-person company) is a Saudi limited liability company
registered under CR No. 1010596958 on 30 Muharram 1441H (corresponding to 29 September 2019). The main
activity of the company is cleaning of new buildings after construction.

2 SIGNIFICANT ACCOUNTING POLICIES
2.1 Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) that are endorsed in the Kingdom of Saudi Arabia (“KSA”) and other standards and
pronouncements that are issued by the Saudi Organization for Certified Public Accountants (“SOCPA”) (thereafter
referred to as “IFRSs endorsed in KSA”).

2.2 Historical Cost Convention

The consolidated financial statements have been prepared on a historical cost basis, except for investment at fair value
through other comprehensive income which is measured at fair value and employees’ end of service benefits which
are measured under projected credit unit method.
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2020

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

2.3 Basis of measurement

These financial statements are presented in Saudi Arabian Riyals (“SR”), which is the functional and presentation
currency of the Group. These financial statements have been rounded-off to the nearest Saudi Riyal, unless otherwise
stated.

24 Basis of consolidation

The consolidated financial statements comprise the financial statements of the Company and its subsidiaries as at 31
December 2020. The financial statements of the subsidiaries are prepared for the same reporting period as the Parent
Company, using consistent accounting policies.

Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement with the investee
and has the ability to affect those returns through its power over the investee. Specifically, the Group controls an
investee if, and only if, the Group has:

- Power over the investee (i.e., existing rights that give it the current ability to direct the relevant activities of the
investee);

- Exposure, or rights, to variable returns from its involvement with the investee;

- The ability to use its power over the investee to affect its returns.

Generally, there is a presumption that a majority of voting rights results in control. In support of this assumption, when
the Group has less than a majority of the voting rights or similar rights in the investee, the Group takes into
consideration all relevant facts and circumstances when determining whether it exercises control over the investee,
including:

- the contractual arrangement(s) with the other vote holders of the investee;
- Rights arising from other contractual arrangements;
- The Group’s voting rights and potential voting rights.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes
to one or more of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control
over the subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities, income and expenses
of a subsidiary acquired or disposed of during the period are included in the consolidated financial statements from
the date the Group gains control until the date the Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity holders of the
parent and to the non-controlling interests, even if this results in the non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies in
line with the Group's accounting policies. All intragroup assets and liabilities, equity, income, expenses and cash flows
relating to transactions between members of the Group are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.
When a Group loses control over a subsidiary, it derecognizes the assets and liabilities of the subsidiary, and any
related non-controlling interest and other components of equity. Any resulting gain or loss is recognised in the
consolidated statement of comprehensive income. Any interest retained in the former subsidiary is measured at fair
value when control is lost.

2.5 Summary of significant accounting policies
The following are the significant accounting policies applied by the Group in preparing these consolidated financial
statements:

Cash and cash equivalents

Cash and bank balances in the consolidated statement of financial position comprise cash at banks and on hand, which
are subject to an insignificant risk of changes in value. Cash and cash equivalents comprise cash and short term
deposits.
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2020

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 Summary of significant accounting policies (continued)

Current versus non-current classification
The Group presents assets and liabilities in the statement of financial position based on current/non-current
classification. An asset as current when it is:

Expected to be realised or intended to be sold or consumed in the normal operating cycle,

It is held primarily for the purpose of trading,

Expected to be realised within twelve months after the reporting period; Or

Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve
months after the reporting period.

All other assets are classified as non-current. A liability is current when:

It is expected to be settled in the normal operating cycle; it is held primarily for the purpose of trading; it is due to be
settled within twelve months after the reporting period or there is no unconditional right to defer the settlement of the
liability for at least twelve months after the reporting period. The Company classifies all other liabilities as non-
current.

Financial instruments

Initial recognition and subsequent SUF t and derecognition

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

Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair value through
other comprehensive income (OCI), and fair value through profit or loss.

The classification of debt financial assets at initial recognition depends on the financial asset’s contractual cash flow
characteristics and the Company’s business model.

The Group has the following financial assets

Financial assets at amortized cost:

A financial asset is measured at amortized cost if it meets both of the following conditions and is not designated as at

FVPL:

e the financial asset is held within a business model whose objective is to hold financial assets in order 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.

Financial assets at amortised cost are subsequently measured using the effective interest (“EIR”) method and are
subject to impairment. Gains and losses are recognised in consolidated statement of income when the asset is
derecognised, modified or impaired.

The Group’s financial assets at amortised cost includes trade receivables and amounts due from related parties.

Trade receivables

Trade 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. Refer to the accounting policies
in “Revenue from contracts with customers”.

16
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2020

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 Summary of significant accounting policies (continued)
Financial instruments (continued)

Financial assets (continued)

Investments at fair value through other comprehensive income (FVTOCI)

On initial recognition, the Group may make an irrevocable election (on an instrument-by-instrument basis) to
designate investments in equity instruments as held at FVOCI. Designation at FVOCI is not permitted if the equity
investments is held for trading or if it is contingent consideration recognized by an acquirer in a business combination
to which IFRS 3 applies. A financial asset is held for trading if:

e it has been acquired principally for the purpose of selling it in the near term; or

e  on initial recognition it is part of a portfolio of identified financial instruments that the Group manages together
and has evidence of a recent actual pattern of short-term profit-taking; or

e itisaderivative (except for a derivative that is a financial guarantee contract or a designated and effective hedging
instrument).

Investments in equity investments held at FVOCI are initially measured at fair value plus transaction costs.

Subsequently, they are measured at fair value with gains and losses arising from changes in fair value recognized in

other comprehensive income and accumulated in the investments revaluation reserves. The cumulative gain or loss

will not be reclassified to consolidated statement of income on disposal of the equity investments, instead, they will

be transferred to retained earnings.

Dividends on these equity investments are recognized in consolidated statement of income when the Group’s right to
receive the dividends is established, unless the dividends clearly represent a recovery of part of the cost of the
investment.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
primarily derecognized when:

The right to receive cash flows from the asset have expired, or

The Group 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:

a) 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.

Reclassifications
Financial assets are not reclassified subsequent to their initial recognition, except in the period after the Group changes
its business model for managing financial assets.

Impairment of financial assets

The Group 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 has occurred after the initial recognition
of the asset and that 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 the debtors or a group of debtors is experiencing significant
financial difficulty, default or delinquency in principal payments, the probability that they will enter bankruptcy or
other financial reorganisation and observable data indicating that there is a measurable decrease in the estimated future
cash flows, such as changes in arrears or economic conditions that correlate with defaults.

For trade receivables, the Company applies a simplified approach in calculating ECLs. Therefore, the Company does
not track changes in credit risk, but instead recognizes a loss allowance based on lifetime ECL at each reporting date.
The Company has established a provision matrix that is based in its historical credit loss experience, adjusted for
forward-looking factors specific to the debtors and the economic environment.
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2020

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 Summary of significant accounting policies (continued)

Financial instruments (continued)

Financial liabilities

Initial recognition and t
All financial liabilities are recognized initially at fair value, and, in the case of bank facilities and payables, these are
stated net of directly attributable transaction costs.

The Company’s financial liabilities includes accounts payable, term loans and amounts due to related parties.

Loans

This is the category most relevant to the Group. After initial recognition, interest-bearing borrowings are subsequently
measured at amortised cost using the EIR method. Gains and losses are recognised in consolidated statement of income
when the liabilities are derecognised as well as through the EIR amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are
integral part of the EIR. The EIR amortisation is included as finance costs in the consolidated statement of income.

Derecognition

A financial liability is derecognized when the obligation under the liability is discharged, cancelled or expires. When
an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an exchange or modification is treated as the derecognition of
the original liability and the recognition of a new liability. The difference in the respective carrying amounts is
recognised in the consolidated statement of income.

Offsetting of financial instruments

Financial assets and financial liabilities are offset, and the net amount is reported in the consolidated statement of
financial position if there is a currently enforceable legal right to offset the recognised amounts and there is an intention
to settle on a net basis, to realise the assets and settle the liabilities simultaneously.

Inventories

Inventories are measured at the lower of cost or net realizable value. Cost is determined using the weighted average
method. Cost of inventory includes purchase price plus all incurred expenditures in order to bring the inventory to its
existing location and condition. Net realisable value is the estimated selling price in the ordinary course of business,
less selling expenses. A provision for obsolete, slow moving and defective inventories is made, when necessary.

Investment in equity accounted investees

Investment in equity accounted investee (the “investee™) is an entity over which the Group has significant influence.
Significant influence is the power to participate in the financial and operating policy decisions of the investee but is
not control or joint control over those policies.

The considerations made in determining whether significant influence is similar to those necessary to determine
control over subsidiaries.

The Group’s investments in equity accounted investees using the equity method. Under the equity method, the
investment in is initially recognised at cost. The carrying amount of the investment is adjusted to recognise changes
in the Group’s share of net assets of the investees since the acquisition date. Goodwill relating to the investees is
included in the carrying amount of the investment and is not tested for impairment separately.

The consolidated statement of income reflects the Group’s share of the results of operations of the investees. Any
change in other statement of other comprehensive income (“OCI”) of those investees is presented as part of the
consolidated statement of other comprehensive income of the Group. In addition, when there has been a change
recognised directly in the equity of the investees, the Group recognises its share of any changes, when applicable, in
the consolidated statement of changes in equity. Unrealised gains and losses resulting from transactions between the
Group and the investees are eliminated to the extent of the interest in those investees.

The aggregate of the Group’s share of profit or loss of investees is shown separately on the face of the consolidated
statement of income.

The consolidated financial statements of the investees are prepared for the same reporting period as the Group. When
necessary, adjustments are made to bring the accounting policies in line with those of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2020

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 Summary of significant accounting policies (continued)

Investment in equity accounted investees (continued)

After application of the equity method, the Group determines whether it is necessary to recognise an impairment loss
on its investment in its investees. At each reporting date, the Group determines whether there is any objective evidence
that the investment in the investees is impaired. If there is such evidence, the Group calculates the amount of
impairment as the difference between the recoverable amount of the investee and its carrying value, and then
recognises the loss as ‘share of net results of investment in equity accounted investees’ in the consolidated statement
of income.

Right to use assets

On initial recognition, at inception of the contract, the Group shall assess whether the contract is, or contains, a lease.
A contract is, or contains, a lease if the contract conveys the right to control the use of an identified asset for a period
of time in exchange for consideration. Control is identified if most of the benefits are flowing to the Group and the
Group can direct the usage of such assets.

The Group applies the cost model, and measures right of use assets at cost:

e less any accumulated depreciation and any accumulated impairment losses; if any, and
e adjusted for any re-measurement of the lease liability for lease modifications, if any.

If there are additional costs such as site preparation, non-refundable deposits, application money, other expenses
related to the transaction, etc., these need to be added to the RoU asset value.

Property and equipment

Recognition and measurement

Property and equipment are stated at cost, net of accumulated depreciation and/or accumulated impairment losses, if
any. Such cost includes the cost of replacing part of the property and equipment and borrowing costs (if any) for long-
term projects if the recognition criteria are met. When significant parts of property and equipment are required to be
replaced at intervals, the Company depreciates them separately based on their specific useful lives. Likewise, when
a major inspection is performed, its cost is recognised in the carrying amount of the property and equipment as a
replacement if the recognition criteria are satisfied. All other repair and maintenance costs are recognised in statement
of income as incurred.

Depreciation is calculated on a straight line basis over the estimated useful lives of the assets as follows:

premises 50-75 years Motor vehicle 4years
Building improvements 5-10 years Machinery and equipment Syears
Furniture 10 years Elevators and central air conditioning 40 year

An item of property and equipment is derecognized upon disposal or when no future economic benefits are expected
from its use. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is included in the statement of profit or loss when the asset is
derecognised. The residual values, useful lives and methods of depreciation of property and equipment are reviewed
at each financial year end and adjusted prospectively, if appropriate

Projects under construction

Projects under construction are presented at cost and are not depreciated. Depreciation on projects under construction
commences when the assets are ready for their intended use and transferred to property and equipment. Finance
charges in respect of loans used to finance the construction of the qualifying assets are capitalized during the period
of time necessary to complete and prepare the asset for its intended use.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2020

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 Summary of significant accounting policies (continued)

Impairment of non financial assets
At each reporting date, the Group reviews the carrying amounts of its non-financial assets to determine whether there
is any indication of impairment. If any such indication exists, then the asset’s recoverable amount is estimated.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less costs
to sell. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the asset.
For the purpose of impairment testing, assets that cannot be tested individually are grouped together into the smallest
group of assets that generates cash inflows from continuing use that are largely independent of the cash inflows of
other assets or groups of assets (the “cash-generating unit”, or “CGU”). If there is an indication that a corporate asset
may be impaired, then the recoverable amount is determined for the CGU to which the corporate asset belongs. An
impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable amount.
Impairment losses are recognised in the consolidated statement of income. Impairment losses recognised in respect
of CGUs are allocated first to reduce the carrying amount of any goodwill allocated to the units, and then to reduce
the carrying amounts of the other assets in the unit (group of units) on a pro rata basis.

Business combinations

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the
aggregate of the consideration transferred, measured at acquisition date fair value and the amount of any non-
controlling interest in the acquiree. For each business combination, the Group elects whether to measure the non-
controlling interests in the acquiree at fair value or at proportionate share of the acquiree’s identifiable net assets.
Acquisition costs incurred are expensed and included in general and administrative expenses.

Goodwill is initially measured at cost (being the excess of the aggregate of the consideration transferred and the
amount recognised for non-controlling interests and any previous interest held over the net identifiable assets acquired
and liabilities assumed). If the fair value of the net assets acquired is in excess of the aggregate consideration
transferred, the Group re-assesses whether it has correctly identified all of the assets acquired and all of the liabilities
assumed and reviews the procedures used to measure the amounts to be recognized at the acquisition date. If the
reassessment still results in an excess of the fair value of net assets acquired over the aggregate consideration
transferred, then the gain is recognized in the consolidated statement of income. After the initial recognition, goodwill
is measured at cost less any accumulated impairment losses.

Dividends

The Group recognises a liability to make cash or non-cash distributions to equity holders when the distribution is
authorised and the distribution is no longer at the discretion of the Group. Final dividends are recognised as a liability
at the time or at the period of their approval by the General Assembly. Interim dividends are recorded as and when
approved by the Board of Directors. A corresponding amount is recognised directly in consolidated statement of
changes in equity.

Zakat

The Company and its subsidiaries are subject to Zakat in accordance with the zakat regulation issued by the General
Authority of Zakat and Tax ("GAZT") in the KSA, which is also subject to interpretations. Zakat is levied at a fixed
rate of 2.5% on the higher of adjusted Zakatable profit or based on net equity using the basis defined in the zakat
regulation (the Zakat base). The management establishes provisions where appropriate on the basis of amounts
expected to be paid to the GAZT and periodically evaluates positions taken in the Zakat returns with respect to
situations in which applicable Zakat regulation is subject to interpretation. The zakat provision is charged to the
consolidated statement of income. Additional Zakat liability, if any, related to prior years’ assessments arising from
GAZT are accounted for in the period in which the final assessments are finalised.

Value-Added Tax ("VAT")

Expenses and assets are recognised net of the amount of value added tax, except, where VAT incurred on a purchase
of assets or services is not recoverable from the taxation authority, in which case VAT is recognized as part of the
cost of acquisition of the asset or as part of the expense item as applicable; and receivables and payables that are stated
with the amount of VAT included. The net amount of value added tax recoverable from, or payable to, the taxation
authority is included as part of receivables or payables in the consolidated statement of financial position.
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2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 Summary of significant accounting policies (continued)
Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a past event,
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and
a reliable estimate can be made of the amount of the obligation. When the Company expects some or all of a provision
to be reimbursed, for example, under an insurance contract, the reimbursement is recognized as a separate asset, but
only when the reimbursement is virtually certain. The expense relating to a provision is presented in the statement of
income net of any reimbursement. If the effect of the time value of money is material, provisions are discounted using
a current rate that reflects, when appropriate, the risks specific to the liability. "When discounting is used, the increase
in the provision due to the passage of time is recognised as a finance cost.A provision for onerous contracts is measured
at the present value of the lower of the expected cost of terminating the contract and the expected net cost of continuing
with the contract. Before a provision is established, the Group recognises any impairment loss on the assets associated
with that contract.

Employees’ defined benefits

Short term employees’ benefits

Short term employee benefits are expensed as the related service is provided. A liability is recognised for the amount
expected to be paid if the Group has a present legal or constructive obligation to pay this amount as a result of past
service provided by the employee and the obligation can be estimated reliably.

Defined contribution plans

Retirement benefit in the form of General Organization of Social Insurance (GOS]) is a defined contribution scheme.
The Group has no obligation, other than the contribution payable to the GOSI. The Group recognises contribution
payable to the GOSI as an expense when due.

Defined benefit plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The net pension
liability recognised in the consolidated statement of financial position in respect of defined benefit post-employment
plans is the present value of the projected defined benefit obligation (DBO) at the statement of financial position date.
The defined benefit obligation is calculated annually by qualified actuaries using the projected unit credit method. Re-
measurement amounts, if any, are recognised and reported within other reserves under the consolidated statement of
changes in equity with corresponding debit or credit to consolidated statement of other comprehensive income that
comprises of actuarial gains and losses on the defined benefits obligation.

Lease liabilities
On initial recognition, the lease liability is the present value of all remaining payments to the lessor. After the
commencement date, the Group measures the lease liability by:

a) Increasing the carrying amount to reflect incremental financing rate on the lease liability;
b) Reducing the carrying amount to reflect the lease payments made; and
¢) Re-measuring the carrying amount to reflect any re-assessment or lease modification.

The lease payments are discounted using the incremental borrowing rate, being the rate that the Company would have
to pay to borrow the funds necessary to obtain an asset of similar value in a similar economic environment with similar
terms and conditions.

Payments associated with short-term leases and leases of low-value assets are recognised on a straight-line basis as an
expense in the consolidated statement of comprehensive income Short-term leases are leases with a lease term of 12
months or less. Low-value assets comprise small items relating to office equipment.

Lease terms are negotiated on an individual basis and contain a wide range of different terms and conditions. The
lease agreements do not impose any covenants, but leased assets may not be used as security for borrowing purposes.

Fair value Measurement

Fair value is 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 fair value measurement is based on the presumption that
the transaction to sell the asset or transfer the liability takes place either:

- In the principal market for the asset or liability; or
- Inthe absence of a principal market, in the most advantageous market for the asset or liability.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2020

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 Summary of significant accounting policies (continued)

Fair value measurement (continued)

The principal or the most advantageous market must be accessible by the Group. The fair value of an asset or a liability
is measured using the assumptions that market participants would use when pricing the asset or liability, assuming
that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to generate economic
benefits from the asset’s highest and best use or by selling it to another market participant that would utilize the asset
in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.

Rental income
Rental income is recognised on a straight-line basis over the term of lease; lease incentives granted are recognised as
an integral part of the total rental income, over the term of lease.

Revenues
Revenue from contracts with customers

Revenues from sales food and beverages

Revenue are recognized at a point of time when the control over the goods or services is transferred to the customer
in an amount that reflects the compensation earned by the Group for those goods. The Group has generally concluded
that it is the principal in its revenue arrangements because it typically controls the goods before transferring them to
the customer.

Revenues for rooms
Revenue from rooms occupancy is recognized over time.

Revenues from other hospitality services
Revenues from other hospitality services provided in the Group's hotels are recognized when the services are provided
to the customer.

Properties management fees

Earned from hotels managed by the Group, usually under long-term contracts with the hotel owners. Management
fees include a base fee, which is generally a percentage of hotel revenue, and/or an incentive fee, which is generally
based on the hotel’s profitability; recognised when earned on an accrual basis under the terms of the contract.

Expenses
Selling and marketing expenses are those which specifically relate to salesmen, advertising and provision for doubtful
debts. All other expenses except for financial charges and other expenses are classified as general and administrative
expenses.

Foreign currencies

The Group’s consolidated financial statements are presented in Saudi Riyal, which is also the Group's functional
currency. For each entity, the Group determines the functional currency and items included in the financial statements
of each entity are measured using that functional currency. The Group uses the direct method of consolidation and on
disposal of a foreign operation, the gain or loss that is reclassified to consolidated statement of income reflects the
amount that arises from using this method.

Transactions and balances
Transactions in foreign currencies are initially recorded by the Group entities at their respective functional currency
spot rate at the date the transaction first qualifies for recognition.

Monetary assets and liabilities denominated in foreign currencies are retranslated at the rate of exchange ruling at the
consolidated financial statements date. All differences are recognised in consolidated statement of income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2020

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 Summary of significant accounting policies (continued)
Foreign currencies (continued)

Translation of group companies

Financial statements of the foreign operation are translated into Saudi Riyal using the exchange rate at each statement
of consolidated financial position date, for assets and liabilities, and the average exchange rate for each period for
revenues, expenses, gains and losses. Components of equity, other than retained earnings, are translated at the rate
ruling at the date of occurrence of each component. The exchange differences arising on the translation are recognised
in other comprehensive income. On disposal of a foreign operation, the component of other comprehensive income
relating to that particular foreign operation is recognised in the consolidated statement of comprehensive income.

Segment information

A segment is a component of the Group 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 Group’s other components. All
operating segments’ operating results are reviewed by the Group’s Chief Operating Decision maker to make decision
about resources to be allocated to the segment and to assess its performance, and for which discrete financial
information is available.

2.6 Changes in accounting policies

The Group applied for the first-time certain standards and amendments, which are effective for annual periods
beginning on or after 1 January 2020. The Group has not early adopted any other standard, interpretation or
amendment that has been issued but is not yet effective.

Amendments to IFRS IFRS 3: Definition of a Business:

The amendment to IFRS 3 Business Combinations clarifies that to be considered a business, an integrated set of
activities and assets must include, at a minimum, an input and a substantive process that, together, significantly
contribute to the ability to create output. Furthermore, it clarifies that a business can exist without including all the
inputs and processes needed to create outputs. These amendments had no impact on the financial statements of the
Company but may impact future periods should the Company enter into any business combinations.

Amendments to IFRS 7, IFRS 9 and IAS 39 Interest Rate Benchmark Reform:

The amendments to IFRS 9 and IAS 39 Financial Instruments: Recognition and Measurement provide a number of
reliefs, which apply to all hedging relationships that are directly affected by interest rate benchmark reform. A hedging
relationship is affected if the reform gives rise to uncertainty about the timing and/or amount of benchmark-based
cash flows of the hedged item or the hedging instrument. These amendments have no impact on the financial
statements of the Group as it does not have any interest rate hedge relationships.

Amendments to IAS 1 and IAS 8: Definition of Material

The amendments provide a new definition of material that states, “information is material if omitting, misstating or
obscuring it could reasonably be expected to influence decisions that the primary users of general purpose financial
statements make on the basis of those financial statements, which provide financial information about a specific
reporting entity.” The amendments clarify that materiality will depend on the nature or magnitude of information,
either individually or in combination with other information, in the context of the financial statements. A misstatement
of information is material if it could reasonably be expected to influence decisions made by the primary users. These
amendments had no impact on the financial statements of, nor is there expected to be any future impact to the Group.

Conceptual Framework for Financial Reporting issued on 29 March 2018:

The Conceptual Framework is not a standard, and none of the concepts contained therein override the concepts or
requirements in any standard. The purpose of the Conceptual Framework is to assist the IASB in developing standards,
to help preparers develop consistent accounting policies where there is no applicable standard in place and to assist
all parties to understand and interpret the standards. This will affect those entities which developed their accounting
policies based on the Conceptual Framework. The revised Conceptual Framework includes some new concepts,
updated definitions and recognition criteria for assets and liabilities and clarifies some important concepts. This
amendment had no impact on the financial statements of the Group.
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2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.6 Changes in accounting policies (continued)

Amendments to IFRS 16 Covid-19 Related Rent Concessions:

On 28 May 2020, the IASB issued Covid-19-Related Rent Concessions - amendment to IFRS 16 Leases. The
amendments provide relief to lessees from applying IFRS 16 guidance on lease modification accounting for rent
concessions arising as a direct consequence of the Covid-19 pandemic. As a practical expedient, a lessee may elect
not to assess whether a COVID-19 related rent concession from a lessor is a lease modification. A lessee that makes
this election accounts for any change in lease payments resulting from the Covid-19 related rent concession the same
way it would account for the change under IFRS 16, if the change were not a lease modification. The amendment
applies to annual reporting periods beginning on or after 1 June 2020. Earlier application is permitted. This amendment
had no impact on the financial statements of the Group.

2.7 New standard issues, standard issued but not yet effective

The standards and interpretations that are issued, but not yet effective, up to the date of issuance of the Group’s
financial statements are disclosed below. The Group intends to adopt these standards, if applicable, when they become
effective.

Amendments to IAS 1: Classification of Liabilities as Current or Non-current:
In January 2020, the IASB issued amendments to paragraphs 69 to 76 of IAS 1 to specify the requirements for
classifying liabilities as current or non-current. The amendments clarify:

What is 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

That only if an embedded derivative in a convertible liability is itself an equity instrument would the terms
of a liability not impact its classification

The amendments are effective for annual reporting periods beginning on or after 1 January 2023 and must be applied
retrospectively. The amendments are not expected to have a material impact on the Group

Reference to the Conceptual Framework — Amendments to IFRS 3:

In May 2020, the IASB issued Amendments to IFRS 3 Business Combinations - Reference to the Conceptual
Framework. The amendments are intended to replace a reference to the Framework for the Preparation and
Presentation of Financial Statements, issued in 1989, with a reference to the Conceptual Framework for Financial
Reporting issued in March 2018 without significantly changing its requirements. The IASB also added an exception
to the recognition principle of IFRS 3 to avoid the issue of potential ‘day 2’ gains or losses arising for liabilities and
contingent liabilities that would be within the scope of IAS 37 or IFRIC 21 Levies, if incurred separately. At the
same time, the IASB decided to clarify existing guidance in IFRS 3 for contingent assets that would not be affected
by replacing the reference to the Framework for the Preparation and Presentation of Financial Statements.

The amendments are effective for annual reporting periods beginning on or after 1 January 2022 and apply
prospectively. The amendments are not expected to have a material impact on the Group

Property, Plant and Equipment: Proceeds before Intended Use — Amendments to IAS 16:

In May 2020, the IASB issued Property, Plant and Equipment — Proceeds before Intended Use, which prohibits
entities deducting from the cost of an item of property, plant and equipment, any proceeds from selling items produced
while bringing that asset to the location and condition necessary for it to be capable of operating in the manner intended
by management. Instead, an entity recognizes the proceeds from selling such items, and the costs of producing those
items, in profit or loss.

The amendment is effective for annual reporting periods beginning on or after 1 January 2022 and must be applied
retrospectively to items of property, plant and equipment made available for use on or after the beginning of the
earliest period presented when the entity first applies the amendment. The amendments are not expected to have a
material impact on the Group
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2 SIGNIFICANT ACCOUNTING POLICIES (continued)

2.7 New standard issues, standard issued but not yet effective (continued)

Onerous Contracts — Costs of Fulfilling a Contract — Amendments to IAS 37:

In May 2020, the IASB issued amendments to IAS 37 to specify which costs an entity needs to include when assessing
whether a contract is onerous or loss-making. The amendments apply a ‘directly related cost approach’. The costs that
relate directly to a contract to provide goods or services include both incremental costs and an allocation of costs
directly related to contract activities. General and administrative costs do not relate directly to a contract and are
excluded unless they are explicitly chargeable to the counterparty under the contract. Therefore, the amendments are
effective for annual reporting period beginning on or after 1 January 2022. The amendments are not expected to have
a material impact on the Group

IFRS 9 Financial Instruments — Fees in the 10 per cent’ test for derecognition of financial liabilities

As part of its 2018-2020 annual improvements to IFRS standards process the IASB issued amendment to IFRS 9. The
amendment clarifies the fees that an entity includes when assessing whether the terms of a new or modified financial
liability are substantially different from the terms of the original financial liability. These fees include only those paid
or received between the borrower and the lender, including fees paid or received by either the borrower or lender on
the other’s behalf. An entity applies the amendment to financial liabilities that are modified or exchanged on or after
the beginning of the annual reporting period in which the entity first applies the amendment.

The amendment is effective for annual reporting periods beginning on or after 1 January 2022 with earlier adoption
permitted. The Company will apply the amendments to financial liabilities that are modified or exchanged on or after
the beginning of the annual reporting period in which the entity first applies the amendment. The amendments are not
expected to have a material impact on the Group

3 SIGNIFICANT ASSUMPTIONS AND ESTIMATES

In preparing these consolidated financial statements, management has made estimates and assumptions that affect the
application of the Group’s accounting policies and the reported amounts of assets, liabilities, income and expenses.
Actual results may differ from these estimates.

Core estimates and assumptions are reviewed on an on-going basis. Revisions to estimates are recognised
prospectively.

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that
have a risk of causing an adjustment to the carrying amounts of assets and liabilities within the next financial year,
are described below. The Group used its assumptions and estimates on parameters available when the consolidated
financial statements were prepared. Existing circumstances and assumptions about future developments, however,
may change due to market changes or circumstances arising that are beyond the control of the Group. Such changes
are reflected in the assumptions when they occur.

Impairment of non-financial assets

Impairment exists when the carrying value of an asset or cash generating unit (CGU) exceeds its recoverable amount,
which is the higher of its fair value less costs of disposal and its value in use. The fair value less costs of disposal
calculation is based on available data from binding sales transactions, conducted at arm’s length, for similar assets or
observable market prices less incremental costs for disposing of the asset. The value in use calculation is based on
Discounted Cash Flow model (“DCF”). The cash flows are derived from the budget for the next five years and do not
include restructuring activities that the Group is not yet committed to or significant future investments that will
enhance the performance of the assets of the CGU being tested. The recoverable amount is most sensitive to the
discount rate used for the DCF model as well as the expected future cash-inflows and the growth rate used for
extrapolation purposes.

Expected credit losses for trade receivables

The Group has applied the standard’s simplified approach of impairment in accordance with IFRS 9 and has calculated
ECLs based on lifetime expected credit losses. The Group 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.

Employees’ defined benefit obligations

The Employees' defined benefit obligations are determined using actuarial valuations. An actuarial valuation involves
making various assumptions, which may differ from actual developments in the future. These include the
determination of the discount rate, future salary increases, mortality rates and future pension increases. Due to the
complexity of the valuation, the underlying assumptions, and its long-term nature, a DBO is highly sensitive to
changes in these assumptions. All assumptions are reviewed annually.
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3 SIGNIFICANT ASSUMPTIONS AND ESTIMATES (CONTINUED)

Useful lives and residual values of property and equipment

The management reviews useful lives and residual values of property and equipment annually. Any change in the
estimated useful life or depreciation pattern will be accounted for prospectively. There was no change in useful lives
of property and equipment during the year.

Going concern

The financial statements have been prepared under the going concern basis. The Group’s management has made an
assessment of the Group’s ability to continue as a going concern and is satisfied that the Group has the resources to
continue in business for the foreseeable future. Furthermore, the management is not aware of any material uncertainties
that may cast significant doubt upon the Group's ability to continue as a going concern.

4 OPERATING SEGMENTS

he Group has the following strategic divisions, which represents its reportable segments. These segments offer
different services and are managed separately because they have different economic characteristics — such as trends
in sales growth, rates of return and level of capital investment — and have different marketing strategies.

All the Group's businesses are located in the Kingdom of Saudi Arabia. The following summary describes the
operations of each reportable segment:

Hospitality : represents hotels owned by the Group and revenues generated through them whether
these hotels are operated by the Group or by a third party.
Property management : represents management and operation of hotels and properties that are not owned by the
Group.
Property rental : represents properties owned by the Group which are leased to others. These properties
primarily comprise of residential compounds and commercial complexes.
Others : represents corporate office and other support services departments.
Property Property
2020 Hospitality g t rental Others Elimination Total
Revenue from external customers 321,033,619 1,668,123 119,617,815 - - 442,319,557
Intersegment revenue 17,550,429 6,883,798 - (24,434,228) -
Cost of revenue (332,683,172) (4,407,118)  (44,405,010) - - (381,495,300)
Gross (loss) profit (11,649,553) (2,738,995) 75,212,805 - - 60,824,257
Depreciation of property and
equipment and right of use assets 82,408,089 - 18,733,722 3,818,418 - 104,960,229
Property and equipment 1,506,310,591 - 1,108,660,537 83,453,882 - 2,698,425,010
Right to use assets 261,046,965 - 18,361,514 - - 279,408,479
Projects under construction 117,356,830 - 7,589,629.7 - - 124,946,460
TOTAL ASSETS 1,963,564,880 - 1,431,785367 83,253,886 - 3,478,604,133
TOTAL LIABILITIES 239,305,560 - 1,541,568,602 - - 1,780,874,162
Property Property
2019 Hospitality management rental Others Deletions Total
Revenue from external customers 435,608,058 6,632,471 111,605,597 - - 553,846,126
Intersegment revenue 9,409,093 8,375,346 10,539,069 - (28,323,508) -
Costs of revenue (393,260,920) (5,079,669)  (36,328,647) - - (434,669,236)
Gross profit 42,347,138 1,552,802 75,276,950 - - 119,176,890
Depreciation of property and - -
equipment and right of use assets 71,848,787 16,333,290 3,329,148 91,511,225
Property and equipment 1,484,706,717 - 917,880,564 89,894,891 - 2,492,482,172
Right to use assets 278,550,437 - 19,592,673 - - 298,143,110
Projects under construction 214,027,363 - 105,398,381 - - 319,425,744
Total assets 1,918,433,211 - 1,519,498,787 89,894,891 - 3,527,826,889
Total liability 475,217,821 - 1,260,860,545 - - 1,736,078,366
26

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

2N
77 N\
Jlaiiwdlédy .
TAIBA INVESTMENTS Shareholder Circular ‘ 155

Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2020

4 OPERATING SEGMENTS (CONTINUED)

Reconciliation of information on reportable segments to (loss) income before zakat of the Group for the two years
ended 31 December:

2020 2019
SR SR
Gross profit of operating segments 60,824,257 119,176,890
Un-allocated amounts:
Other revenues 630,469 18,310,943
Selling and Marketing expenses (1,473,879) (1,713,680)
General and administrative expenses (53,596,364) (38,738,194)
Financial income 324,434 1,608,397
Financial charges on lease liabilities (15,758,507) (15,947,631)
Finance charges (33,241,431) (23,336,833)
Share of net results of investments in equity accounted investees (1,738,937) (1,342,430)
Total un-allocated amounts (104,854,215) (61,159,428)
(LOSS) INCOME BEFORE ZAKAT (44,029,958) 58,017,462
5 CASH AND CASH EQUIVALENTS
2020 2019
SR SR

Bank Balance 77,916,977 45,287,480
Short term deposits (*) 16,000,000 89,623,800
Cash on hands 911,490 769,299

94,828,467 135,680,579

(a)  Short term deposits represent Murabaha deposits with commercial banks and the maturity average of those
deposits ranges between 30 to 90 days and bears an average Murabaha commission of 25 basis point.
Financial income amounted to SR 324,434 for the year ended 31 December 2020 (2019: SR 1,608,397).

(b)  As at 31 December 2020, the Group has available cash on hand amounting SR 307.5 million including
unwithdrawn cash from the cash facility granted.

(¢)  The transactions mentioned in note 28, include US dollar bank account amounting to SR 7.6 million as of 31
December 2020 with the financial institution and the company did not use it or account for it.

6 TRADE RECEIVABLES
2020 2019
SR SR
Trade receivables 143,386,661 161,320,252
Provision for credit loss (26,445,793) (20,044,133)
116,940,868 141,276,119

(1)  Trade receivables are financial instruments but are not derivatives and are recognized at amortized cost and
mature within a period ranging from 30 to 90 days. The carrying value of trade receivables is affected by the
change in the credit rating of other parties.

(2)  Trade receivables are expected, on the basis of past experience, to be fully recoverable. It is not the practice
of the Group to obtain collateral over receivables and the vast majorities are, therefore, unsecured.

(3) As at 31 December 2020, trade receivables include balances amounting to SR 71 million (2019: SR 48
million) due from governmental and non-governmental parties, as these parties have an extended credit
period compared to the other regular customers.
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2020

6 TRADE RECEIVABLES (continued)

Movement in provision for expected credit loss for the two years ended 31 December:

2020 2019
SR SR
At 1 January 20,044,133 26,290,230
Charge for the year / (provision for recovered receivable) (note 26) 6,401,661 (2,667,890)
Bad debts written off during the year - (3,578,207)
At 31 December 26,445,793 20,044,133

Ageing analysis of receivables

As of 31 December, the ageing analysis of trade receivables along with related expected credit losses is as follows:

Total 1-60 days 60-90 days  91-365 days 1-2 years 2-3 years >3 years
SR SR SR SR SR SR SR
Allowance for expected
credit losses
2020 26,445,793 - 155,718 1,174,077 4,298,006 5,201,795 15,616,197
2019 20,044,133 - 313285 1343577 3,107,647 1,297,999 13,981,625
Trade receivables
2020 143,386,661 58,449,476 13,994,938 17,718,865 20,061,703 16,888,849 16,272,830
2019 161,320,252 75,188,181 19,555,196 20,622,713 18,620,075 2,604918 24,729,169
7 PREPAYMENTS AND OTHER CURRENT ASSETS
2020 2019
SR SR

Advance for rent (note a below) 58,818,607 17,680,000
Supplier advances 37,326,870 5,301,984
prepayments 12,565,446 12,779,354
Advance payment for real estate projects 5,383,841 5,383,841
Employees’ advances 2,977,907 4,474,657
Amounts due from related parties (note 8) 2,367,809 4,994,909
Others 11,281,724 5,519,010

130,722,204 56,133,755

(a) Advance for rent represents a payment to lease a hotel building in Makkah Al-Mukaramah for period a of three
and a half years. The Company terminated the lease contract during 2020 and the amount is being recovered from the
lessor, and accordingly, the entire advance payment is classified under non-current assets. The Company pledged the
title deed to the hotel land owned by the lessor in favor of the Company.
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2020

8 RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED)

Terms and conditions relating to related party balances:

Outstanding balances with related parties at the year end are unsecured, interest free, settled in cash and due within
12 months of statement of consolidated financial position date. There have been no guarantees provided or received
for any related party receivables or payables. For the two years ended 31 December 2020 and 2019, the Group has not
recorded any impairment of receivables due from related parties. This assessment is undertaken each reporting period
by examining the financial position of the related party and the market in which the related party operates.

9 INVENTORIES
2020 2019
SR SR

Linens and furnishings 4,939,890 5,583,151
Accessories and silverware 3,635,644 3,718,950
Spares 2,771,809 4,671,489
Food and beverage 2,701,010 4,278,953
Kitchen tools and equipment 2,593,012 2,010,744
Operating supplies 1,311,286 2,403,355
Stationaries and printings 867,544 392,903

18,820,195 23,059,545

Movement in provision for slow moving inventories for the two years ended 31 December:

2020 2019
SR SR
At 1 Januray - 14,910
Charge for the year (note 25) (1,749,662) 1,136,700
Inventory written off during the year (1,108,680) (1,151,610)
At 31 December (640,982) -

10 INVESTMENT AT FVTOCI
The Group owns 2% of the capital of the National Company for Tourism, a limited liability company registered in the
Kingdom of Saudi Arabia. Movement in the investment during the year was as follows:

2020 2019
SR SR
At 1 January 7,000,000 7,000,000
Change in fair value during the year (5,057,678) -
At 31 December 1,942,322 7,000,000
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2020

11 INVESTMENTS IN EQUITY ACCOUNTED INVESTEES

Investments in equity accounted investees represent investments in the following companies which are limited liability
companies. All companies below are registered in the Kingdom of Saudi Arabia. The Group’s investments in these
companies is accounted for using the equity method in the consolidated financial statements.

Ownership %

2020 2019
Equity accounted investees 2020 2019 SR SR
Saudi Company for Heritage Hospitality 25 25 8,427,839 10,166,775
Al Madinah Hotels Company limited 50 50 4,142,289 4,142,290
12,570,128 14,309,065

Movement in the investments in equity accounted investees for the two years ended 31 December:

2020 2019
SR SR
At 1 January 14,309,065 25,191,200
Share in net result (1,738,937) (1,342,430)
Disposal of investment in equity accounted investees (note a below) - (9,539,705)
At 31 December 12,570,128 14,309,065

(a) During the year ended 31 December 2020, the Group sold its investment in Makarem Al Maarefah Hospitality
Company, and the legal formalities were completed during 2019.

12 RIGHT TO USE ASSETS

The Group leases several assets including lands and buildings. Details about the assets leased by the Group are as

follows:
Lands Buildings Total
SR SR SR
Cost:
At 1 January 51,342,270 263,671,549 315,013,819
Additions during the year 3,631,940 - 3,631,940
Lease adjustments (note (a) below) - (4,806,479) (4,806,479)
At 31 December 54,974,210 258,865,070 313,839,280
Depreciation:
At 1 January 1,290,192 15,580,517 16,870,709
Charged for the year 2,947,977 14,612,115 17,560,092
At 31 December 4,238,169 30,192,632 34,430,801
Net book value:
As at 31 December 2020 50,736,041 228,672,438 279,408,479
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2020

12 RIGHT TO USE ASSETS (CONTINUED)

Lands Buildings Total
SR SR SR

Cost:
At the beginning of the year 51,342,270 252,397,365 303,739,635
Related to the acquisition of a subsidiary (note 1) - 11,274,184 11,274,184

51,342,270 263,671,549 315,013,819
Depreciation:
Charged for the year (1,290,192) (15,580,517) (16,870,709)
Net book value:
As of 31 December 2019 50,052,078 248,091,032 298,143,110

(a) Lease settlement adjustments represent changes made to lease payments and terms agreed upon with the lessor.

(b) The leases do not include guarantees given by the Group against the residual value of the assets.
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2020

14 PROJECTS UNDER CONSTRUCTION

Movement in projects under construction for the two years ended 31 December is as follows:

2020 2019
SR SR
At 1 January 319,425,744 685,421,245
Additions during the year 68,872,312 237,919,616
Transfers to property and equipment (note 12) (263,351,596) (603,915,117)
At 31 December 124,946,460 319,425,744

(a) The projects under construction mainly represent the cost of constructing new hotels and renovating
existing hotels in addition to other projects. This item includes contractors' costs in addition to project
management expenses, design expenses, and other miscellaneous expenses.

(b) Transfers into property and equipment during 2020 amounting SR 262,3 million mainly represent the cost
of construction of Holiday Inn Al-Jubail building, Tuwaiq residential project, Al-Wadi Residential Project
and renovation of the Marriott Airport Hotel and Al Takhassusi Plaza (2019: SR 603,9 million and mainly
represent the cost of construction of Marriott Diplomatic Quarter Hotel building and the fifth stage of the
Darraq Residential Complex).

(¢) The amount of borrowing costs for the year ended 31 December 2020 was SR 2,8 million (year ended 31
December 2019: SR 12,2 million). The rate used to determine the amount of borrowing costs eligible for
capalisation is the interest rate of the weighted average borrowings.

15 ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

2020 2019
SR SR
Revenue received in advance 60,775,152 70,187,209
Payable to contractors 40,158,492 20,139,881
Payable retentions 23,092,253 27,075,913
Accrued staff benefits 18,890,906 20,038,664
Accrued service-related expenses 7,647,964 7,505,245
Other accrues expenses 18,682,893 16,718,303
169,247,660 161,665,215

16 TERM LOANS

The Group has secured term loans in the form of Murabaha financing with a total value of SR 1,033 million (2019:
SR 973 million) which accrue Murabaha commission at market prevailing rates. These financing are secured by
promissory notes and assignment of proceeds from Darraq project rentals.

Loan agreements include covenants mainly related to maintaining certain leverage ratios, total debt to equity and other
covenants. Under the terms of these agreements, the banks have the right to demand immediate repayment of the loans
if any of the covenants are not met. The Company was compliant with the loan covenants as at 31 December 2020

and 2019.
The following is a summary of the loans as of December 31:
2020 2019
SR SR
Term loans — current portion 209,537,984 131,912,230
Term loans — non-current portion 824,367,448 841,355,862
1,033,905,432 973,268,092
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17 LEASE LIABILITIES
The minimum lease payments for the years subsequent to the date of the consolidated statement of financial position
are as follows:

2020 2019
SR SR
Maturity analysis - contractual undiscounted cash flows
Within one year 27,994,118 32,611,952
One to five years 149,486,691 106,310,585
Later than five years 432,881,040 485,641,756
Total undiscounted lease liabilities 610,361,849 624,564,293
The present value of the net lease payments is as follows:
2020 2019
SR SR
Lease liabilities included in the consolidated statement of financial
position
Current portion of lease liabilities 29,433,114 21,347,688
Non-current portion of lease liabilities 356,447,344 359,948,110

385,880,458 381,295,798

Group as Lessor

The Group has entered into operating leases relating to residential units and a commercial complex. The rental income
recognized by the Company during 2020 amounted to SR 119,617,815 (2019: SR 111,605,597), and the remaining
periods of these irrevocable leases range from one to five years. All leases include a clause to enable the Group upward
revision of the rental charge on an annual basis according to prevailing market conditions.

Future minimum rentals receivable under non-cancellable operating leases as at 31 December are, as follows:

2020 2019
SR SR
Within 1 year 31,739,557 25,799,851
Later than one year but not later than five years 90,949,662 64,538,560
Later than five years 72,712,225 86,245,825
195,401,444 176,584,236

18 ZAKAT
The Company and its subsidiaries file their Zakat returns individually based on their financial statements.

Therefore, Zakat base is identified and calculated for the Company and its subsidiaries individually, and total estimated
Zakat is presented in the consolidated statement of income for the Group.

Movement in provision for Zakat for the two years ended 31 December:

2020 2019
SR SR
At 1 January 13,169,476 15,627,777
Provided during the year 7,579,300 5,250,451
Repayment during the year (7,425,477) (7,587,475)
Related to the acquisition of a subsidiary (note 1) - 486,962
Provision no longer required - (608,239)
At 31 December 13,323,299 13,169,476
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18 ZAKAT (CONTINUED)

Zakat status

The Company and its subsidiaries filed their Zakat returns with General Authority for Zakat and Tax (“GAZT”) for
all years up to 2019 and paid the Zakat payable and obtained the unrestricted Zakat certificate.

The Company ahs received the zakat assessment for the years from 2014 to 2018 and based on those assessment the
Company was requested to settle additional zakat amount of SR 4.9 million which the Company has appealed against
it. The GAZT has issued is amended zakat assessment for the said years and requested the Company to settle SR 864
thousand. The Company has appealed against the amended assessment which is still under the review of the appellate
committees at GAZT.

19 EMPLOYEES' TERMINAL BENEFITS LIABILITIES

General description

General description of the type of employees' terminal benefits liabilities plan and accounting policy for recognizing
actuarial gains and losses is disclosed in note 2.5 to the consolidated financial statements.

The most recent actuarial valuation was performed by an independent, qualified actuary, licensed by the Saudi Central
Bank, using the projected unit credit method.

Key actuarial assumptions

The principal actuarial assumptions used for actuarial valuation purposes are as follows:

2020 2019
Salary increment rate 1.9% 2.9%
Discount Rate 1.9% 2.9%
Number of employees covered under terminal benefits plan 1,354 1,468

Employees’ end of service benefit expense:

The assumptions of the employees’ end of service benefits expense charged to the consolidated statement of income
are as follows:

2020 2019
SR SR
Current service cost 6,355,891 9,685,727
Interest cost on employees’ terminal benefit liabilities 487,090 692,043
Total employees’ terminal benefit expense 6,842,981 10,377,770

Actuarial gains (losses)
The actuarial gains (losses) charged to the consolidated statement of comprehensive income are as follows:

2020 2019
SR SR
Actuarial gains (losses) on employees’ terminal benefits liabilities 2,552,300 (1,803,821)
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19 EMPLOYEES' TERMINAL BENEFITS LIABILITIES (CONTINUED)

Movement of present value of employees' terminal benefits liabilities during the two years ended 31 December:

2020 2019
SR SR
At 1 January 62,911,547 59,827,854
Total employees’ terminal benefit expense 6,842,981 10,377,770
Employee end of service benefits paid (7,286,418) (9,097,898)
Actuarial gains (losses) on employees’ terminal benefits liabilities (2,552,300) 1,803,821
At 31 December 59,915,810 62,911,547

Employees' end of service benefit liabilities sensitivity analysis:

A quantitative sensitivity analysis for significant assumptions on the employees' end of service benefit liabilities as at
31 December is shown below:

Salary increment rate Discount Rate
50 bps increase 50 bps decrease 50 bps increase 50 bps decrease
Assumptions Sensitivity level SR SR SR SR
2020 61,621,676 56,682,266 56,786,139 61,533,697
2019 65,611,744 60,381,151 60,490,661 65,518,902

Sensitivity analysis

The sensitivity analysis above has been undertaken based on a method that extrapolates the impact on the employees’
terminal benefits obligations as a result of reasonable changes in key assumptions occurring at the end of the reporting
period. The sensitivity analyses are based on a change in a significant assumption, keeping all other assumptions
constant. The sensitivity analysis may not be representative of an actual change in the terminal benefits obligations as
it is unlikely that changes in assumptions would occur in isolation of one another.

The following represents the amounts expected to be paid or compensation for employees' terminal benefits that are
planned for the coming years:

2020 2019
SR SR
Within 12 months (the next current period) 3,411,585 3,667,442
Within 2 to 5 years 28,854,952 31,368,331
Over 5 years 31,611,211 34,565,908

63,877,748 69,601,681

20 SHARE CAPITAL
The authorised, issued and fully paid share capital of the Company consists of 100 million shares of SR 10 each (2019:
100 million shares of SR 10 each).

21 STATUTORY RESERVE

In accordance with the Company’s by-laws, the Company must set aside 10% of its net income for the year until it
has built up a reserve equal to 30% of the share capital. Statutory reserve balance reached 50% of the share capital
due to transfers in the prior years and the Company decided to discontinue such transfers. The reserve is not available
for dividend distribution.

22 CONSENSUAL RESERVE
In accordance with the Company’s By-law, the Group allocates 5% of its annual net income to a consensual reserve.
Due to transfers in prior years, the Company has decided to discontinue such transfer.
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23 DIVIDENDS DECLARATION AND APPROVAL
On 18 February 2020, the Board of Directors recommended cash dividends of SR 50 million (SR 0.50 per share) for
the year ended 31 December 2020, which was approved at the General Assembly in its meeting held on 26 April 2020.

On 14 March 2019, the Board of Directors approved interim cash dividends of SR 25 million (SR 0.25 per share) for
the second half of the year 2018 which was approved by the General Assembly at its meeting on 12 May 2019.

Current liabilities include the balance of dividends payable amounting to SR 44.3 million (2019: SR 47.2 million),
which represents amounts due to shareholders for dividends in previous years that were not claimed by them as at the
date of the consolidated statement of financial position.

24 REVENUE FROM CONTRACTS WITH CUSTOMERS
The following is the disaggregation of the Group’s revenue from contracts with customers for the two years ended 31

December:
Property
Hospitality management Total
2020 SR SR SR
Type of revenue:
Hospitality services - rooms 206,117,901 - 206,117,901
Sales of goods - food and beverage 82,918,765 - 82,918,765
Other hospitality revenues 31,996,953 - 31,996,953
Management fees - 1,668,123 1,668,123
Total revenue from contracts with customers 321,033,619 1,668,123 322,701,742
Timing of recognition of revenue
Services provided over a period of time 238,114,854 1,668,123 239,782,977
Goods transferred at point in time 82,918,765 - 82,918,765
Total revenue from contracts with customers 321,033,619 1,668,123 322,701,742
Property
Hospitality management Total
2019 SR SR SR
Type of revenue:
Hospitality services - rooms 282,159,243 - 282,159,243
Sales of goods - food and beverage 130,093,527 - 130,093,527
Other hospitality revenues 23,355,288 - 23,355,288
Management fees - 6,632,471 6,632,471
Total revenue from contracts with customers 435,608,058 6,632,471 442,240,529
Timing of recognition of revenue
Services provided over a period of time 305,514,531 6,632,471 312,147,002
Goods transferred at point in time 130,093,527 - 130,093,527
Total revenue from contracts with customers 435,608,058 6,632,471 442,240,529
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25 COST OF REVENUE
2020 2019
SR SR
Salaries and benefits 116,673,442 179,978,231
Depreciation of property and equipment and right of use assets (notes 11
and 12) 100,105,391 88,445,768
Food and beverage 25,840,997 38,836,081
Operating supplies 53,837,112 35,574,495
Utilities 22,226,112 25,332,276
Advertising and promotion activities 18,611,756 19,803,850
Service and operation fees 18,659,049 12,086,484
Repair and maintenance 13,668,403 11,955,319
Pre-operating expenses 2,444,470 10,749,264
Commission for travelling agency and credit cards 1,894,391 6,111,655
Allowance for slow moving inventory (note 9) 1,749,662 1,136,700
Security and guarding 477,102 570,306
others 5,307,413 4,088,807
381,495,300 434,669,236
26 GENERAL AND ADMINISTRATION EXPENSES
2020 2019
SR SR
Salaries and benefits 19,383,580 24,287,981
Professional fess 9,379,682 2,879,086
Provision for expected credit losses charged for the year (reversal relating
to recovered receivable) (note 6) 6,401,660 (2,667,890)
Depreciation of property and equipment (note 13) 4,230,040 3,988,535
Board of Directors remuneration 3,150,000 3,179,000
Subscriptions 1,779,754 2,299,829
Hospitalities 840,105 1,743,581
others 8,431,543 3,028,072
53,596,364 38,738,194
27 OTHER INCOME, NET
2020 2019
SR SR
Recovery of bad debts previously written off - 6,183,583
Income from assignment of a contract (note a below) - 5,140,000
Settlement related to old liabilities (note b below) - 4,100,000
Others, net 630,469 2,887,360
630,469 18,310,943
28 COMMITMENTS AND CONTINGENCIES
a) Capital commitments

During the year ended 31 December 2020, the Group has entered into capital commitments of SR 639 million (2019:
SR 648 million) related to its capital work in progress.

b) Contingencies
As at 31 December 2020, the Group issued letters of guarantee amounting to SR 28.5 million (2019: SR 30,2 million).
These guarantees are without cash margin.
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28 COMMITMENTS AND CONTINGENCIES (CONTINUED)

¢)  Legal claim contingency

The Company is disputing the validity of the two Interest Rate Swap derivative agreements (‘the agreements”) with a
local financial institution and has accordingly not accounted for these agreements in these consolidated financial
statements. The Company filed a lawsuit (“the Lawsuit”) against the financial institution before the Committee for
the Resolution of Securities Disputes (“the Securities Dispute Committee”). As of 31 December 2020, the Lawsuit
was still under the review of the Securities Dispute Committee. The potential outcome if this lawsuit cannot be
reasonably estimated as this stage. However, according to the management and the legal counsel, believes that the
final outcome of this Lawsuit will reassuringly result in revoking the agreements. Conversely, if there was an adverse
decision related to the Lawsuit, the cumulative impact from the fair valuation of the agreements is estimated to reduce
the Group net assets by SR 90.7 million as of 31 December 2020. The Cumulative impact could be positively or
negatively impacted according to the future changes in the fair value for these agreements.

29 BASIC AND DILUTED (LOSSES) EARNINGS PER SHARE

Basic and diluted (losses) earnings per share for the year are calculated by dividing net (loss) income for the year by
the weighted average number of issued and outstanding shares of 100 million during the two years ended 31 December
2020 and 2019.

30 CAPITAL MANAGEMENT
The Group’s policy is to maintain a strong capital base to maintain investor, creditor and market confidence and to
sustain future development of the business.

The Group monitors capital using a ratio of ‘net debt’ to ‘equity’. Net debt is calculated as terms loans, trade payables,
amounts due to related parties (as shown in the consolidated statement of financial position), less cash and cash
equivalents.

Equity comprises all components of equity.
The Group’s net debt to equity ratio at 31 December was as follows:

2020 2019
SR SR
Term loans 1,033,905,432 973,268,092
Trade payable 36,368,079 58,377,275
Accrued expenses and other payable 169,247,660 161,665,215
Due to related parties 37,974,216 38,160,305
Lease liabilities 385,880,458 381,295,798

1,663,375,845 1,612,766,685

Less: Cash and cash equivalents (94,828,467) (135,680,579)

Net debt 1,568,547,378 1,477,086,106

TOTAL EQUITY 1,697,729,971 1,791,748,523

Gearing ratio 92% 82%
31 FINANCIAL INSTRUMENTS

Financial instruments risk management objectives and policies

The Group is subjected to various financial risks due to its activities including: Market risk (including currency risk,
fair value and cash flows of interest rate risk), credit risk and liquidity risk. The Group’s overall risk management
programme focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the
financial performance of the Group.
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31 FINANCIAL INSTRUMENTS (CONTINUED)

Senior management is responsible for risk management. Financial instruments carried on the consolidated statement
of financial position include bank balances, short term deposits, investments, trade receivable, due from/to related
parties, term loans, and trade payables. The particular recognition methods adopted are disclosed in the individual
policy statements associated with each item. Financial asset and liability is offset and net amounts reported in the
consolidated financial statements, when the Group has a legally enforceable right to set off the recognised amounts
and intends either to settle on a net basis, or to realise the asset and liability simultaneously.

Market risk

Market risk is the risk that changes in market prices such as foreign exchange rates, profit rates and equity prices will
affect the Group’s income or the value of its holdings of financial instruments. The objective of market risk
management is to manage and control market risk exposures within acceptable parameters, while optimising the
return.

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange
rates. The Group’s transactions are principally in Saudi Riyals and US Dollars. As the Saudi Riyals are pegged to the
US Dollars, currency risk does represent significant risk.

The management closely and continuously monitors the exchange rate fluctuations.

Interest rate risk

Fair value and cash flow interest rate risks are the exposures to various risk associated with the effect of fluctuations
in the prevailing interest rates on the Group’s consolidated financial position and cash flows. The Group’s exposure
to interest rate risk primarily to the Group’s borrowings. The Group manage its financing through optimising available
cash, minimising borrowings and monitoring interest rate levels at all times.

Credit risk

Credit risk is the risk that counterparty will not meet its obligations under a financial instrument or customer contract,
leading to a financial loss. The Group is exposed to credit risk from its trade receivables, cash and cash equivalent and
due from related parties as of 31 December:

2020 2019
SR SR
Bank balances and short term deposits 93,916,977 134,911,280
Trade receivables 116,940,868 141,276,119
Due from related parties 2,367,809 4,994,909
213,225,654 281,182,308

The carrying amount of financial assets represent the maximum credit exposure.

Trade Receivables

Customer credit risk is managed subject to the Group’s established policy, procedures and control relating to customer
credit risk management. Credit quality of the customer assessed based on an extensive credit rating scorecard and
individual credit limits defined in accordance with this assessment.

The Group measures the trade receivable, net of provision for expected credit losses. For trade receivables, the Group
applies a simplified approach in calculating ECLs.

Therefore, the Group does not track changes in credit risk, but instead recognises a loss allowance based on lifetime
ECLs at each reporting date. The Group 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.

As at 31 December 2020, more than 15% (2019: 22%) of the Group’s customers are corporate, and an expected credit
loss has been recognised against these customers amounted to SR 4,9 million (2019: SR 3.3 million).

In monitoring customer credit risk, customers are grouped according to their credit characteristics, including whether
they are an individual or corporate, their geographic location, industry, trade history with the Group and existence of
previous financial difficulties.
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31 FINANCIAL INSTRUMENTS (CONTINUED)

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in raising funds to meet commitments associated with
financial instruments. Liquidity risk may result from an inability to sell a financial asset quickly at close to its fair
value. Liquidity risk is managed by monitoring on a regular basis that sufficient funds are available through
committed credit facilities to meet any future commitments.

The Group’s objective is to maintain a balance between continuity of funding and flexibility through the use of bank

overdrafts and bank loans.

The table below summarises the maturity profile of the Group’s financial liabilities based on contractual undiscounted

payments as at 31 December:

2020

Term loans
Trade payable

Accrued expenses and other payable
Due to related parties

Lease liabilities

2019

Term loans
Trade payable

Accrued expenses and other payable
Due to related parties

Lease liabilities

Beyond 1to 5

3 to 12 Months years Total
SR SR SR
209,537,984 824,367,448 1,033,905,432
36,368,079 - 36,368,079
169,247,660 - 169,247,660
37,974,216 - 37,974,216
29,433,114 356,447,344 385,880,458
482,561,053 1,180,814,792 1,663,375,845
Beyond I to 5
3 to 12 Months years Total
SR SR SR
131,912,230 841,355,862 973,268,092
58,377,275 - 58,377,275
161,665,215 - 161,665,215
38,160,305 - 38,160,305
21,347,688 359,948,110 381,295,798
411,462,713 1,201,303,972 1,612,766,685
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32 FINANCIAL INSTRUMENTS - FAIR VALUES

Fair value is 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. Financial instruments comprise financial asset and financial
liabilities. The Group’s financial assets consist of bank balances, short term deposits, investments, trade receivables
and due from related parties. Its financial liabilities consist of term loans, trade payables and due to related parties.

The management assessed that fair value of bank balances and short term deposits, trade receivables, amounts due
from related parties, trade payables and amounts due to related parties approximate their carrying amounts largely due
to the short-term maturities of these instruments. As for term loans, the fair value does not materially differ from the
book value included in the consolidated financial statements as the current Murabaha rates prevailing in the market
for similar financial instruments do not significantly differ from the contracted prices.

The investment at FVOCI is classified within Level 3 of the fair value levels and measured by management at fair
value using the two income methods (discounted cash flows) and market (Price-to-earnings Ratio) methods.

Financial assets
2020 2019
SR SR
Financial assets classified as available for sale
Investment at fair value through OCI 1,942,322 7,000,000
Financial assets carried at amortized cost
Trade receivables 116,940,868 141,276,119
Due from related parties 2,367,809 4,994,909
Total financial assets carried at amortized cost 119,308,677 146,271,028
Total financial asset 121,250,999 153,271,028
Total current financial assets 119,308,677 146,271,028
Total non-current financial assets 1,942,322 7,000,000
Total financial asset 121,250,999 153,271,028
Financial liabilities
2020 2019
SR SR
Financial liabilities carried at amortised cost
Trade Payable 36,368,079 58,377,275
Term loans 1,033,905,432 973,268,092
Due to related parties 37,974,216 38,160,305
Total financial liabilities carried at amortised cost 1,108,247,727  1,069,805,672
Total current financial liabilities 283,880,279 228,449,810
Total non-current financial liabilities 824,367,448 841,355,862
Total financial liabilities carried at amortised cost 1,108,247,727 1,069,805,672

The carrying amounts of the financial assets and liabilities reasonably approximate to their fair values.
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33 IMPACT OF COVID-19 ON THE FINANCIAL STATEMENTS

Earlier this year the existence of novel coronavirus (COVID-19) was confirmed and characterized as a pandemic by
the World Health Organisation (WHO) during March 2020.

The government of Saudi Arabia, consistent with many other governments around the world introduced various
measures to combat the outbreak, including travel restrictions, quarantines, curfews, closure of business and other
venues and lockdown of certain areas. The Company witnessed drop in revenues and hotel occupancy rates once the
curfew was implemented, however, occupancy rates started to increase once restrictions were lifted in late May.

The extent to which the pandemic impacts Group's business and operations is ascertainable but the financial impact
over the next 12 months cannot be measured reliably as it depends on various current factors and future developments,
that the Group may not be able to estimate reliably during the current year. These factors include virus transmission
rate, duration of the outbreak, advent of new waves of the virus, precautionary actions that may be taken by the
authorities to control the spread and impact of those actions on economic activity, impact to the businesses of the
Company’s customers, etc.

Considering the challenges of the uncertainty around the extent and duration of business and economic impact,
management is monitoring the situation with a continued focus on ensuring guest safety, sustainability of supply chain,
maintenance of sufficient liquidity and safety of employees. Further, management has taken several steps to mitigate
the effects of the pandemic, including costs reduction measures.

In view of the above, management has made certain estimates and assumptions and any future change in assumptions
and estimates could result in outcomes that may require a material adjustment to the carrying amounts of assets or
liabilities affected in the future years. As the situation continues to evolve, management will continue to assess the
impact based on prospective developments.

34 COMPARATIVE FIGURES
Certain of the comparative numbers have been reclassified to conform with the current year presentation.

35 SUBSEQUENT EVENTS
In the opinion of management, there have been no significant subsequent events occurred after 31 December 2020
that would have a material financial impact on the financial position or results of the Group.

36 APPROVAL OF THE CONSOLIDATED FINANCIAL STATEMENTS
The consolidated financial statements have been approved by the Board of Directors on 12 Sha’aban 1442H
(corresponding to 25 March 2021).
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Ernst & Young Professional Services (Professional LLC) C.R. No. 1010383821

EY Paid-up capital (SR 5,500,000 — Five million five hundred thousand Saudi Riyal)
Head Office Tel:  +966 11 215 9898

Building a better A! Faisaliah Office Tower, 14t Floor +966 11 273 4740

working world King Fahad Road Fax: +966 11 273 4730
P.O. Box 2732
Riyadh 11461 ey.ksa@sa.ey.com
Kingdom of Saudi Arabia ey.com

Independent Auditor’s Report
To the shareholders of Dur Hospitality Company
(A Saudi Joint Stock Company)

Qualified Opinion

We have audited the consolidated financial statements of Dur Hospitality Company (‘the
Company") and its subsidiaries (ollectively referred to as “the Group"), which comprise the
consolidated statement of financial position as at 31 December 2021, and the consolidated
statement of income, consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including a summary of significant
accounting policies.

In our opinion, except for the effect of the matter described in the “Basis for Qualified Opinion”
section of our report, the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financial position of the Group as at 31 December 2021,
and its consolidated financial performance and consolidated cash flows for the year then ended
in accordance with International Financial Reporting Standards that are endorsed in the
Kingdom of Saudi Arabia and other standards and pronouncements that are issued by the Saudi
Organization for Certified Public Accountants.

Basis for Qualified Opinion

As disclosed in note 28, to the consolidated financial statements, the Company is disputing the
validity of two Interest Rate Swap derivative agreements (‘the agreements”) with a local
financial institution. During 2020, the Company filed a lawsuit (‘the Lawsuit") against the
financial institution before the Committee for the Resolution of Securities Disputes (‘the
CRSD"). On 14 February 2022, the CRSD has issued its final decision for lack of jurisdiction of
an authority and clarified that this lawsuit is subject to the Committee of Banking and Financial
Disputes and Violations. On 10 March 2022, The Company filed a new lawsuit before the
Committee of Banking and Financial Disputes and Violations to revoke the agreements. The
new lawsuit is still at preliminary stage at the Committee of Banking and Financial Disputes and
Violations and the potential outcome cannot be reasonably estimated at this stage. Had these
agreements been accounted for in the consolidated financial statements, the net income for
the year would be higher by SR 16.4 million @020: net income would be lower by SR 47.9
million), the net equity as of 31 December 2021 would be lower by SR 66.7 million 020: SR
83.1 million) and the net equity as of 1 January 2020 would be lower by SR 35.2 million. Our
opinion on the prior year audit report has been qualified on the same matter.

We conducted our audit in accordance with International Standards on Auditing 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 Consolidated Financial
Statements section of our report. We are independent of the Group in accordance with
professional code of conduct and ethics that are endorsed in the Kingdom of Saudi Arabia are
relevant to our audit of the consolidated financial statements, and we have fulfilled our other
ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
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Independent Auditor’s Report
To the shareholders of Dur Hospitality Company
(A Saudi Joint Stock Company) (continued)

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the consolidated financial statements of the current year. These
matters were addressed in the context of our audit of the consolidated financial statements as
a whole, and in forming auditor’s opinion thereon, and we do not provide a separate opinion on
these matters. In addition to the matter described in the “Basis for Qualified Opinion” section
of our report and for each of the matters below, our description of how our audit addressed the
matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor's responsibilities for the audit of
the consolidated financial statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of procedures designed to respond
to our assessment of the risks of material misstatement of the consolidated financial
statements. The results of our audit procedures, including the procedures performed to
address the matters below, provide the basis for our audit opinion on the accompanying
consolidated financial statements.
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Independent Auditor’s Report
To the shareholders of Dur Hospitality Company
(A Saudi Joint Stock Company) (continued)

Key Audit Matters (continued)
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Key audit matter

How our audit addressed the key audit
matter

Impairment assessment of property and
equipment

At 31 December 2021, total property and
equipment of the Group amounted to SR 2,711
million, representing 79.6% of total assets. The
carrying values of these property and equipment
are reviewed by the management for potential
indicators of impairment and for those assets
where such indicators exist, management
determine the recoverable value.

We considered this as a key audit matter, since it
require a significant management judgment in
reviewing the existence of the impairment
indicators. Also, the potential impairment, if any,
may have significant impact on the consolidated
statement of financial position and consolidated
result of operations of the Group.

Refer to note @-5)to the consolidated financial
statements for the accounting policy of impairment
of non-financial assets and note (13)for the
disclosure of property and equipment.

Audit procedures that we performed
included the following:

o Assessed the appropriateness of the
management's procedures to ensure
whether an indication of impairment
exists or not.

e Evaluating the Group's assumptions
and estimates to determine the
recoverable value of its assets,
including those relating to occupancy
rates, average room rates, operating
expense and discount rates.

e Reviewed the statement of operating
income for CGU associated with
property and equipment during the
year.

e Reviewed the internal reports
(ncluding the Board of Directors
minutes of meetings)to assess any
future plans in relation to property and
equipment.

e Assessed the adequacy of the Group's
disclosures relating to impairment of
non-financial assets in the consolidated
financial statements.
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Key Audit Matters (continued)
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Key audit matter

How our audit addressed the key audit
matter

Legal complaint against a local financial
institution

As disclosed in note 28, to the consolidated
financial statements, the Company is disputing the
validity of two Interest Rate Swap derivative
agreements (‘the agreements”) with a local
financial institution. On 10 March 2022, The
Company filed a new lawsuit before the Committee
of Banking and Financial Disputes and Violations.
The new lawsuit is still at preliminary stage at the
Banking Disputes Committee and the potential
outcome cannot be reasonably estimated at this
stage.

We considered this as a key audit matter due to the
materiality of the agreements amount and any
unexpected adverse outcomes of the Lawsuit which
could impact the Group's consolidated finanical
positon, results of operations or future cash flows.

Refer to note @-5)to the consolidated financial
statements for the accounting policy of contingent
liabilites and note @8)for the disclosure of
contigencies.

Audit procedures that we performed
included the following:

e Obtained and read the agreements to
obtain an understanding of the
underlying derivative deals and the key
terms. We also obtained a direct
confirmation from the financial
institution on the outstanding derivative
deals and its market valuation as of 31
December 2021.

e Tested the fair values of derivatives
disclosed in notes to the consolidated
financial statements.

e Read the minutes of the meetings of the
Board of Directors and Audit Committee
held during 2021 with a particular focus
on the overall progress of the Lawsuit.

e Read the final decision as issued by the
CRSD that for lack of jurisdiction of an
authority.

e Obtained letter from external legal
counsel of the Company's on the status
of the legal proceeding.

e Assessed the adequacy of the relevant
disclosure included in the consolidated
financial statements.
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Independent Auditor’s Report
To the shareholders of Dur Hospitality Company
(A Saudi Joint Stock Company) (continued)

Other Information included in the Group’s 2021 Annual Report

Other information consists of the information included in the Group’s 2021 annual report, other
than the consolidated financial statements and our auditor’s report thereon. Management is
responsible for the other information in its annual report. The Group's 2021 annual report is
expected to be made available to us after the date of this auditor’s report.

Our opinion on the consolidated financial statements does not cover the other information and
we will not express any form of assurance conclusion thereon.

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

When we read the Group’'s 2021 annual report, if we conclude that there is a material
misstatement therein, we are required to communicate the matter to those charged with
governance.

Responsibilities of Management and those Charged with Governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with International Financial Reporting Standards that are
endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements that are
issued by the Saudi Organization for Certified Public Accountants and the provisions of
Companies’ Law and Company's By-laws, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing
the Group'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 Group or to cease operations, or has no realistic alternative but to do
so.

Those Charged with Governance are responsible for overseeing the Group's financial reporting
process
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Independent Auditor’s Report
To the shareholders of Dur Hospitality Company
(A Saudi Joint Stock Company) (continued)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 International
Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia 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 consolidated financial
statements.

As part of an audit in accordance with International Standards on Auditing that are endorsed in
the Kingdom of Saudi Arabia, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the consolidated 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.

e 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 Group's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e 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 Group'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 disclosures in
the consolidated 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 Group to cease
to continue as a going concern.
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Independent Auditar's Report
To the sharehelders of Dur Hospitality Company
(A Saudi Joint Stock Company) (continued)

Auditor's Respensibilities for the Audit of the Consolidated Financial Statements {continued)
»  Evatuate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial
statements represent the underlying transactions and events in a tnannar thal achieves

fair presentation.

s OBbtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an apinion an the consalidated
financial statements. We are rezponsible for the direction, supervision and performance
ol the Group audil. We remain selely responsible tor our audit apinion.

We communicate with those Charged with Governance regarding, among other matters, the
planned scope and timing ol the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during ocur audit.

We also provide those Charged with Governance with a slatement that we have complied with
relevant elhical requirements regarding independance, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, actions faken to eliminate threats or safequards applied.

From the mallers communicated with those Charged with Governance, we defermine those
matters that were of most significance in the audit of the consolidated financial statements of
the current vear and are therefore the key audit maiters. We describe these matters in our
auditor's report unless law or regulation precludes public disclosure about the matier or when,
in extremcly rare circumstances, we determine that a matter should not be communicated in
our report necause the adverse conseguences of doing 5o would reasonably be expected to
outweigh the public interest benefits of such communication,

for Ernst & Young Professional Services

L)
:_____,________,_)]

=

Fahad M. &l-Toaimi
Certified Public Accountant
Registratian No. 354

Riyadh: 28 Sha'aban 1443H
{31 March 2022}
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Dur Hospitality Company
(A Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December 2021

2021 2020

Note SR SR
ASSETS
CURRENT ASSETS
Cash and cash equivalents 5 91,647,932 94,828,467
Trade receivables 6 145,241,390 116,940,868
Prepayments and other current assets 7 95,102,175 130,722,204
Inventories 9 17,105,511 18,820,195
TOTAL CURRENT ASSETS 349,097,008 361,311,734
NON-CURRENT ASSETS
Investment at fair value through other comprehensive income (FVOCI) 10 2,101,657 1,942,322
Investments in equity accounted investees 11 17,422,653 12,570,128
Right of use assets 12 229,561,108 279,408,479
Property and equipment 13 2,711,490,174 2,698,425,010
Projects under construction 14 95,507,055 124,946,460
TOTAL NON-CURRENT ASSETS 3,056,082,647 3,117,292,399
TOTAL ASSETS 3,405,179,655 3,478,604,133
LIABILITIES AND EQUITY
LIABILITIES
CURRENT LIABILITIES
Term loans - current portion 16 271,761,088 209,537,984
Lease liabilities - current portion 17 43,343,159 29,433,114
Trade payables 41,327,895 36,368,079
Accrued expenses and other current liabilities 15 161,588,296 169,247,660
Due to related parties 8 37,158,747 37,974,216
Dividend payable 23 43,939,294 44,259,209
Provision for zakat 18 13,662,198 13,323,298
TOTAL CURRENT LIABILITIES 612,780,677 540,143,560
NON-CURRENT LIABILITIES
Term loans — non-current portion 16 745,510,575 824,367,448
Lease liabilities — non-current portion 17 302,309,776 356,447,344
Employees' terminal benefits liabilities 19 61,597,789 59,915,810
TOTAL NON-CURRENT LIABILITIES 1,109,418,140 1,240,730,602
TOTAL LIABILITIES 1,722,198,817 1,780,874,162

The attached notes 1 to 36 form an integral part of these consolidated financial statements.
8
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Dur Hospitality Company
(A Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)
As at 31 December 2021

2021 2020
Note SR SR

EQUITY

Share capital 20 1,000,000,000 1,000,000,000
Statutory reserve 21 500,000,000 500,000,000
Consensual reserve 22 - 143,002,490
Retained earnings 128,491,258 1,384,928
Revaluation reserve of investment at fair value through OCI 10 (4,898,343) (5,057,678)
EQUITY ATTRIBUTABLE TO SHAREHOLDERS OF THE

COMPANY 1,623,592,915 1,639,329,740
Non-controlling interest 59,387,923 58,400,231
TOTAL EQUITY 1,682,980,838 1,697,729,971
TOTAL LIABILITIES AND EQUITY 3,405,179,655 3,478,604,133

The attached notes 1 to 36 form an integral part of these consolidated financial statements.
9
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CONSOLIDATED STATEMENT OF INCOME

For the year ended 31 December 2021

REVENUE

Hospitality income
Rental income
Management fees income
TOTAL REVENUE
Cost of revenue

GROSS PROFIT

EXPENSES
Selling and marketing expenses
General and administrative expenses

TOTAL EXPENSES
OPERATING INCOME
Financial charges

Financial charges on lease liabilities
Finance income

Other income, net

Share of results of equity accounted investees
LOSS BEFORE ZAKAT

Zakat

NET LOSS FOR THE YEAR
Attributable to:

Equity holders of the parent
Non-controlling interest

Earnings per share

Basic and diluted, loss per share for the year attributable to

ordinary equity holders of the parent

Note

24

24

26

17

27
11

29

2021 2020

SR SR
348,382,921 321,033,619
123,246,132 119,617,815
1,520,903 1,668,123
473,149,956 442,319,557
(413,651,984)  (381,495,300)
59,497,972 60,824,257
(1,980,451) (1,473,879)
(31,291,713) (53,596,364)
(33,272,164) (55,070,243)
26,225,808 5,754,014
(23,144,856) (33,241,431)
(13,741,547) (15,758,507)
38,205 324,434
10,053,119 630,469
(4,289,852) (1,738,937)
(4,859,123) (44,029,958)
(9,312,287) (7,579,300)
(14,171,410) (51,609,258)
(15,184,007) (49,494,612)
1,012,597 (2,114,646)
(14,171,410) (51,609,258)
(0.15) (0.49)

The attached notes 1 to 36 form an integral part of these consolidated financial statements.
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Dur Hospitality Company
(A Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2021

2021 2020

Note SR SR
NET LOSS FOR THE YEAR (14,171,410) (51,609,258)
OTHER COMPREHENSIVE INCOME
Items that will not to be reclassified to consolidated statement of
income:
Equity investment at FVOCI — net change in fair value 10 159,335 (5,057,678)
Actuarial (loss) / gain on re-measurement of employees’ terminal
benefits liabilities 19 (737,058) 2,552,300
TOTAL COMPREHENSIVE LOSS FOR THE YEAR (14,749,133) (54,114,636)
Attributable to:
Equity holders of the parent (15,736,825) (52,072,240)
Non-controlling interest 987,692 (2,042,396)

(14,749,133) (54,114,636)

The attached notes 1 to 36 form an integral part of these consolidated financial statements.
11
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Dur Hospitality Company
(A Saudi Joint Stock Company)
CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2021
2021 2020
Note SR SR
OPERATING ACTIVITIES
Loss for the year (14,171,410) (51,609,258)
Adjustments for:
Depreciation of property and equipment 13 100,179,813 87,400,137
Depreciation of right of use assets 12 14,367,421 17,560,092
Impairment losses on trade receivables, net 6 738,991 6,401,660
Provision of slow-moving inventory 9 - 1,749,662
Share of results of equity accounted investees 11 4,289,852 1,738,937
Gain on sale of property and equipment (236,929) (76,492)
Gain on lease liability extinguishment (1,058,171) -
Provision for employees' terminal benefits 19 8,497,676 6,842,981
Zakat charge 18 9,312,287 7,579,300
Financial charges on lease liabilities 13,741,547 15,758,507
Financial charges on Term loans 22,418,805 33,241,431
158,079,882 126,586,957
Changes in:
Trade receivables (29,039,513) 17,933,591
Prepayments and other current assets 35,620,029 (34,271,649)
Inventories 1,714,684 2,489,688
Trade payables 4,959,816 (22,009,196)
Accrued expenses and other current liabilities 2,283,881 7,582,445
Due to related parties (815,469) (186,089)
Cash from operations 172,803,310 98,125,747
Zakat paid 18 (8,973,387) (7,425,477)
Employees' terminal benefits paid 19 (7,552,755) (7,286,418)
Net cash generated from operating activities 156,277,168 83,413,852
INVESTING ACTIVITIES
Additions to property and equipment 13 (64,643,265) (29,991,379)
Additions to projects under construction 14 (25,219,566) (67,880,334)
Proceeds from sale of property and equipment 509,058 76,492
Additional investment in equity accounted investees 11 (9,142,377) -
Net cash used in investing activities (98,496,150) (97,795,221)
FINANCING ACTIVITIES
Long-terms loans proceed 158,070,470 350,593,934
Repayment of long term loans (174,704,239) (289,956,594)
Dividends paid (319,915) (52,971,450)
Payments of lease liabilities (18,322,287) (10,991,286)
Dividends paid to non-controlling interest - (2,200,800)
Net change in non-controlling interest - 12,296,884
Finance cost paid on term loans (25,685,582) (33,241,431)
Net cash used in financing activities (60,961,553) (26,470,743)
NET DECREASE IN CASH AND CASH EQUIVALENTS (3,180,535) (40,852,112)
Cash and cash equivalents at the beginning of the year 94,828,467 135,680,579
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 5 91,647,932 94,828,467
NON-CASH TRANASCATIONS:
Transfer of consensual reserve 22 143,002,490 -
Transfer of projects under construction 14 55,550,309 263,351,596
Lease adjustments 12 55,289,857 3,224,284
Finance cost on lease capitalized in projects under construction 891,338 991,978

The attached notes 1 to 36 form an integral part of these consolidated financial statements.
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2021

1 REPORTING ENTITY

Dur Hospitality Company (the “Company” or the “Parent Company”) is a Saudi Joint Stock Company formed under
the Regulations for Companies and is registered in the Riyadh, Kingdom of Saudi Arabia (“KSA”) under the
commercial registration number 1010010726 dated 6 Muharram 1397H (corresponding to 27 December 1976).

The Company's principal activities comprise of the construction, acquisition, operation, management, through
partnership and rent of hotels, restaurants, motels, rest stops, entertainment centers, travel agencies, private and public
roads and tourism areas. In addition, the activities include the acquisition, development and sale of lands and
construction of buildings thereon or rent of lands, providing services to pilgrims and visitors of the Prophet's (PBUH)
Mosque. The Company carry out its activities by itself or through others jointly or separately.

These consolidated financial statements include the financial information of the Company and the following
subsidiaries (together referred to as the “Group”):

Direct and indirect
Ownership %

Share 31 December 31 December

Subsidiary Capital 2021 2020
SR

Makkah Hotels Company Limited 165,600,000 99.44% 99.44%
Saudi Hotel Services Company 70,000,000 70% 70%
Alnakheel for Tourist Areas Company Limited 59,250,000 98.73% 98.73%
Nuzul Shada Hospitality Company 40,000,000 60% 60%
Tabuk Hotels Company Limited 27,300,000 97.14% 97.14%
Jude Alia Company Limited 100,000 99% 99%
Almasdar Alamny Company Limited 100,000 95% 95%
Al Sawaed Al Kareemah Investment and Real Estate Development
Company 100,000 95% 95%
Sofraa Al Ewaa Hospitality Company (One Person Company) 100,000 100% 100%
Dara Oasis Company Limited (One Person Company) 100,000 100% 100%
Almashrouat Almethaleyah Real Estate Company (One Person
Company) 100,000 100% 100%
Alsarh Alaniq operation and maintenance Company (One Person
Company) 100,000 100% 100%

The following are details of the subsidiaries and their activities:

Makkah Hotels Company Limited

Makkah Hotels Company Limited is a Saudi limited liability company and is registered under the commercial
registration number 4031011879 dated 20 Ramadan 1402H (corresponding to 12 July 1982). The company is engaged
in hospitality services inside and outside the KSA. The company owns Makarem Ajyad Hotel in Makkah.

Saudi Hotel Services Company Limited

Saudi Hotel Services Company is a Saudi limited liability company and is registered under the commercial registration
number 1010010454 dated 11 Dhul-Qadah 1396H (corresponding to 4 November 1976). The company owns Crown
Plaza - Riyadh Palace Hotel.

Alnakheel for Tourist Areas Company Limited

Alnakheel for Tourist Areas Company Limited is a Saudi limited liability company and is registered under the
commercial registration number 4030092204 dated 22 Jumad Thani 1413H (corresponding to 17 December 1992). The
company owns Makarem Alnakheel Hotel and Resort in Jeddah.

Nuzul Shada Hospitaltiy Company

Nuzul Shada Hospitality Company is a Saudi limited liability company and is registered under the Commercial
Registration number 4030166369 dated 8 Muharram 1428H (corresponding to 27 January 2007). The company is
engaged in general construction of residential buildings, management and leasing of owned and leased real estate
(residential), and management and leasing of real estate owned or leased (non-residential).
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2021

1 REPORTING ENTITY (CONTINUED)

Tabuk Hotels Company Limited

Tabuk Hotels Company Limited is a Saudi limited liability company and is registered under the commercial registration
number 3550006303 dated 5 Rabi Thani 1406H (corresponding to 17 December 1985). The company owns Holiday
Inn Tabuk Hotel.

Jude Alia Company Limited

Jude Alia Company Limited is a Saudi limited liability company and is registered under the commercial registration
number 1010428949 dated 25 Safar 1436H (corresponding to 17 December 2014). The principal activities of the
company include building and construction.

Almasdar Alamny Company Limited

Almasdar Alamny Company Limited is a Saudi limited liability company and is registered under the commercial
registration number 1010433370 dated 16 Rajab 1436H (corresponding to 5 May 2015). The company is engaged in
providing special civil security guard services in KSA pursuant to the Public Security letter number (3/1078413) dated
28 Rajab 1435H (corresponding to 27 May 2014).

Al Sawaed Al Kareemah Investment and Real Estate Development Company

Al Sawaed Al Kareemah Investment and Real Estate Development Company is a Saudi limited liability company and
is registered under the commercial registration number 1010437489 dated 26 Dhul-Qadah 1436H (corresponding to 10
September 2015). The company is engaged in construction, transportation, storage, refrigeration, financial and business
services, as well as tourist accommodation services pursuant to the license of the Saudi Commission for Tourism and
National Heritage No. (37/0096/F) dated 6 Safar 1437H (corresponding to 18 November 2015).

Sofraa Al Ewaa Hospitality Company

Sofraa Al Ewaa Hospitality Company is Saudi One Person limited liability company and is registered under commercial
registration number 1010901133 dated 27 Safar 1439H (corresponding to 16 November 2017). The company is engaged
in providing hospitality services, establishment of restaurants, hotels and exhibitions.

Dara Oasis Company Limited

Dara Oasis Company Limited is a Saudi One Person limited liability company and is registered under commercial
registration number 1010901132 dated 27 Safar 1439H (corresponding to 16 November 2017). The company is engaged
in providing tourism activities.

Almashrouat Almethaleyah Real Estate Company

Almashrouat Almethaleyah Real Estate Company (one person company) is a Saudi limited liability company registered
under CR No. 1010596957 on 30 Muharram 1441H (corresponding to 29 September 2019). The main activity of the
company is the management and leasing of owned or leased residential and non-residential properties.

Alsarh Alaniq Operation and Maintenance Company

Alsarh Alaniq operation and maintenance Company (one-person company) is a Saudi limited liability company
registered under CR No. 1010596958 on 30 Muharram 1441H (corresponding to 29 September 2019). The main activity
of the company is cleaning of new buildings after construction.

2 SIGNIFICANT ACCOUNTING POLICIES
2.1 STATEMENT OF COMPLIANCE

These consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) as endorsed in KSA and other standards and pronouncements that are issued by the Saudi
Organization for Chartered and Professional Accountants (“SOCPA”) (referred to thereafter as “IFRS”).

2.2 BASIS OF MEASUREMENT

The consolidated financial statements have been prepared on a historical cost basis, except for investment at FVOCI
which is measured at fair value and employees’ end of service benefits which are measured under projected credit unit
method. Further, these consolidated financial statements have been prepared using accrual basis of accounting and
going concern concept.

15

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

PN
77 N\
192 | Shareholder Circular TAIBA INVESTMENTS

Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2021

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.3 FUNTIONAL AND PRESENTATION CURRENCY

These financial statements are presented in Saudi Riyals (“SR”), which is the functional and presentation currency of
the Group. These financial statements have been rounded-off to the nearest Saudi Riyal, unless otherwise stated.

2.4 BASIS OF CONSOLIDATION

The consolidated financial statements comprise the financial statements of the Company and its subsidiaries as at 31
December 2021. The financial statements of the subsidiaries are prepared for the same reporting period as the Parent
Company, using consistent accounting policies.

Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement with the investee
and has the ability to affect those returns through its power over the investee. Specifically, the Group controls an
investee if, and only if, the Group has:

Power over the investee (i.e., existing rights that give it the current ability to direct the relevantactivities of the investee);
Exposure, or rights, to variable returns from its involvement with the investee;
The ability to use its power over the investee to affect its returns.

Generally, there is a presumption that a majority of voting rights results in control. In support of this assumption and,
when the Group has less than a majority of the voting rights or similar rights in the investee, the Group takes into
consideration all relevant facts and circumstances when determining whether it exercises control over the investee,
including:

- the contractual arrangement(s) with the other vote holders of the investee;
- Rights arising from other contractual arrangements;
- The Group’s voting rights and potential voting rights.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes
to one or more of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control
over the subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities, income and expenses
of a subsidiary acquired or disposed of during the period are included in the consolidated financial statements from the
date the Group gains control until the date the Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity holders of the
parent and to the non-controlling interests, even if this results in the non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies in
line with the Group's accounting policies. All intragroup assets and liabilities, equity, income, expenses and cash flows
relating to transactions between members of the Group are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.
When a Group loses control over a subsidiary, it derecognizes the assets and liabilities of the subsidiary, and any related
non-controlling interest and other components of equity. Any resulting gain or loss is recognised in the consolidated
statement of comprehensive income. Any interest retained in the former subsidiary is measured at fair value when
control is lost.

Non-controlling interest ("NCI") represents the interest in subsidiary companies, not held by the Group. For each
business combination, the Group elects whether to measure the non-controlling interest in the acquiree at fair value or
at the proportionate share of the acquiree’s identifiable net assets. Transactions with non-controlling interest parties are
treated as transactions with parties external to the Group.

2.5 Summary of significant accounting policies
The following are the significant accounting policies applied by the Group in preparing these consolidated financial
statements:

Cash and cash equivalents
Cash and bank balances in the consolidated statement of financial position comprise cash at banks and on hand, which
are subject to an insignificant risk of changes in value. Cash and cash equivalents comprise cash and short term deposits.
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2021

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 Summary of significant accounting policies (continued)

Current versus non-current classification
The Group presents assets and liabilities in the statement of financial position based on current/non-current
classification. An asset as current when it is:

e  Expected to be realised or intended to be sold or consumed in the normal operating cycle,

e It is held primarily for the purpose of trading,

e  Expected to be realised within twelve months after the reporting period; Or

Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve
months after the reporting period.

All other assets are classified as non-current. A liability is current when:

e Itis expected to be settled in the normal operating cycle;

e itis held primarily for the purpose of trading;

e itis due to be settled within twelve months after the reporting period or there is no unconditional right to defer the
settlement of the liability for at least twelve months after the reporting period. The Company classifies all other
liabilities as non-current.

Financial instruments

h
4

Initial recognition and tm t and derecognition

Financial assets

Initial recognition and measurement

Trade receivables are initially recognised when they are originated. All other financial assets are initially recognised
when the Group becomes party to the contractual provisions of the instrument.

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair value through
other comprehensive income (OCI), and fair value through profit or loss.

The classification of debt financial assets at initial recognition depends on the financial asset’s contractual cash flow
characteristics and the Company’s business model.

The Group has the following financial assets

Financial assets at amortized cost:

A financial asset is measured at amortized cost if it meets both of the following conditions and is not designated as at

FVPL:

e the financial asset is held within a business model whose objective is to hold financial assets in order 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.

Financial assets at amortised cost are subsequently measured using the effective interest (“EIR”) method and are subject
to impairment. Gains and losses are recognised in consolidated statement of income when the asset is derecognised,
modified or impaired.

The Group’s financial assets at amortised cost includes trade receivables and amounts due from related parties.

Trade receivables

Trade 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. Refer to the accounting policies in
“Revenue from contracts with customers”.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2021

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 Summary of significant accounting policies (continued)

Financial instruments (continued)
Financial assets (continued)

Investments at fair value through other comprehensive income (FVOCI)

On initial recognition, the Group may make an irrevocable election (on an instrument-by-instrument basis) to designate
investments in equity instruments as held at FVOCI. Designation at FVOCTI is not permitted if the equity investments
is held for trading or if it is contingent consideration recognized by an acquirer in a business combination to which
IFRS 3 applies. A financial asset is held for trading if:

e it has been acquired principally for the purpose of selling it in the near term; or

e  on initial recognition it is part of a portfolio of identified financial instruments that the Group manages together
and has evidence of a recent actual pattern of short-term profit-taking; or

e itisaderivative (except for a derivative that is a financial guarantee contract or a designated and effective hedging
instrument).

Investments in equity investments held at FVOCI are initially measured at fair value plus transaction costs.
Subsequently, they are measured at fair value with gains and losses arising from changes in fair value recognized in
other comprehensive income and accumulated in the investments revaluation reserves. The cumulative gain or loss will
not be reclassified to consolidated statement of income on disposal of the equity investments, instead, they will be
transferred to retained earnings.

Dividends on these equity investments are recognized in consolidated statement of income when the Group’s right to
receive the dividends is established, unless the dividends clearly represent a recovery of part of the cost of the
investment.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is

primarily derecognized when:

e The right to receive cash flows from the asset have expired, or

e The Group 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:

a) 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.

Reclassifications
Financial assets are not reclassified subsequent to their initial recognition, except in the period after the Group changes
its business model for managing financial assets.

Impairment of financial assets

The Group 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 has occurred after the initial recognition
of the asset and that 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 the debtors or a group of debtors is experiencing significant
financial difficulty, default or delinquency in principal payments, the probability that they will enter bankruptcy or other
financial reorganisation and observable data indicating that there is a measurable decrease in the estimated future cash
flows, such as changes in arrears or economic conditions that correlate with defaults.

For trade receivables, the Group applies a simplified approach in calculating ECLs. Therefore, the Group does not track
changes in credit risk, but instead recognizes a loss allowance based on lifetime ECL at each reporting date. The Group
has established a provision matrix that is based in its historical credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic environment
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2021

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 Summary of significant accounting policies (continued)

Financial instruments (continued)
Financial liabilities

Initial recognition and measurement
Financial liabilities are initially recognised when the Group becomes party to the contractual provisions of the
instrument.

All financial liabilities are recognized initially at fair value, and, in the case of bank facilities and payables, these are
stated net of directly attributable transaction costs.

The Company’s financial liabilities includes trade payable, term loans and amounts due to related parties.

Term loans

This is the category most relevant to the Group. After initial recognition, interest-bearing term loans are subsequently
measured at amortised cost using the EIR method. Gains and losses are recognised in consolidated statement of income
when the liabilities are derecognised as well as through the EIR amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are
integral part of the EIR. The EIR amortisation is included as finance costs in the consolidated statement of income.

Derecognition

A financial liability is derecognized when the obligation under the liability is discharged, cancelled or expires. When
an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an exchange or modification is treated as the derecognition of
the original liability and the recognition of a new liability. The difference in the respective carrying amounts is
recognised in the consolidated statement of income.

Offsetting of financial instruments

Financial assets and financial liabilities are offset, and the net amount is reported in the consolidated statement of
financial position if there is a currently enforceable legal right to offset the recognised amounts and there is an intention
to settle on a net basis, to realise the assets and settle the liabilities simultaneously.

Inventories

Inventories are measured at the lower of cost or net realizable value. Cost is determined using the weighted average
method. Cost of inventory includes purchase price plus all incurred expenditures in order to bring the inventory to its
existing location and condition. Net realisable value is the estimated selling price in the ordinary course of business,
less selling expenses. A provision for obsolete, slow moving and defective inventories is made, when necessary.

Investment in equity accounted investees

The Group's investments accounted for using the equity method comprise interests in associates. An associate is an
entity over which the Group has significant influence. Significant influence is the power to participate in the financial
and operating policy decisions of the investee but is not control or joint control over those policies.

The considerations made in determining whether significant influence is similar to those necessary to determine control
over subsidiaries.

The Group’s investments in equity accounted investees using the equity method. Under the equity method, the
investment in is initially recognised at cost. The carrying amount of the investment is adjusted to recognise changes in
the Group’s share of net assets of the investees since the acquisition date. Goodwill relating to the investees is included
in the carrying amount of the investment and is not tested for impairment separately.

The consolidated statement of income reflects the Group’s share of the results of operations of the investees. Any
change in other statement of other comprehensive income (“OCI”) of those investees is presented as part of the
consolidated statement of other comprehensive income of the Group. In addition, when there has been a change
recognised directly in the equity of the investees, the Group recognises its share of any changes, when applicable, in
the consolidated statement of changes in equity. Unrealised gains and losses resulting from transactions between the
Group and the investees are eliminated to the extent of the interest in those investees.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2021

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 Summary of significant accounting policies (continued)
Investment in equity acc d investees (continued)

The aggregate of the Group’s share of profit or loss of investees is shown separately on the face of the consolidated
statement of income.

The consolidated financial statements of the investees are prepared for the same reporting period as the Group. When
necessary, adjustments are made to bring the accounting policies in line with those of the Group.

After application of the equity method, the Group determines whether it is necessary to recognise an impairment loss
on its investment in its investees. At each reporting date, the Group determines whether there is any objective evidence
that the investment in the investees is impaired. If there is such evidence, the Group calculates the amount of impairment
as the difference between the recoverable amount of the investee and its carrying value, and then recognises the loss as
‘share of net results of investment in equity accounted investees’ in the consolidated statement of income.

Right to use assets (ROU)

On initial recognition, at inception of the contract, the Group assesses whether the contract is, or contains, a lease. A
contract is, or contains, a lease if the contract conveys the right to control the use of an identified asset for a period of
time in exchange for consideration. Control is identified if most of the benefits are flowing to the Group and the Group
can direct the usage of such assets.

The Group applies the cost model, and measures right of use assets at cost:

e less any accumulated depreciation and any accumulated impairment losses; if any, and
e adjusted for any re-measurement of the lease liability for lease modifications, if any.

If there are additional costs such as site preparation, non-refundable deposits, application money, other expenses related
to the transaction, etc., these need to be added to the RoU asset value.

Property and equipment

Property and equipment are stated at cost, net of accumulated depreciation and/or accumulated impairment losses, if
any. Such cost includes the cost of replacing part of the property and equipment and borrowing costs (if any) for long-
term projects if the recognition criteria are met. When significant parts of property and equipment are required to be
replaced at intervals, the Company depreciates them separately based on their specific useful lives. Likewise, when a
major inspection is performed, its cost is recognised in the carrying amount of the property and equipment as a
replacement if the recognition criteria are satisfied. All other repair and maintenance costs are recognised in statement
of income as incurred.

Depreciation is calculated on a straight line basis over the estimated useful lives of the assets as follows:

Buildings 50-75 years Motor vehicle 4years
Building improvements 5-10 years Machinery and equipment Syears
Furniture 10 years Elevators and central air conditioning 40 year

An item of property and equipment is derecognized upon disposal or when no future economic benefits are expected
from its use. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included in the statement of profit or loss when the asset is
derecognised. The residual values, useful lives and methods of depreciation of property and equipment are reviewed at
each financial year end and adjusted prospectively, if appropriate

Projects under construction

Projects under construction are presented at cost and are not depreciated. Depreciation on projects under construction
commences when the assets are ready for their intended use and transferred to property and equipment. Finance charges
in respect of loans used to finance the construction of the qualifying assets are capitalized during the period of time
necessary to complete and prepare the asset for its intended use.
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(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2021

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 Summary of significant accounting policies (continued)

Impairment of non-financial assets
At each reporting date, the Group reviews the carrying amounts of its non-financial assets to determine whether there
is any indication of impairment. If any such indication exists, then the asset’s recoverable amount is estimated.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less costs
to sell. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the asset. For
the purpose of impairment testing, assets that cannot be tested individually are grouped together into the smallest group
of assets that generates cash inflows from continuing use that are largely independent of the cash inflows of other assets
or groups of assets (the “cash-generating unit”, or “CGU?”). If there is an indication that a corporate asset may be
impaired, then the recoverable amount is determined for the CGU to which the corporate asset belongs. An impairment
loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable amount. Impairment
losses are recognised in the consolidated statement of income. Impairment losses recognised in respect of CGUs are
allocated first to reduce the carrying amount of any goodwill allocated to the units, and then to reduce the carrying
amounts of the other assets in the unit (group of units) on a pro rata basis.

Business combinations

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the
aggregate of the consideration transferred, measured at acquisition date fair value and the amount of any non-controlling
interest in the acquiree. For each business combination, the Group elects whether to measure the non-controlling
interests in the acquiree at fair value or at proportionate share of the acquiree’s identifiable net assets. Acquisition costs
incurred are expensed and included in general and administrative expenses.

Goodwill is initially measured at cost (being the excess of the aggregate of the consideration transferred and the amount
recognised for non-controlling interests and any previous interest held over the net identifiable assets acquired and
liabilities assumed). If the fair value of the net assets acquired is in excess of the aggregate consideration transferred,
the Group re-assesses whether it has correctly identified all of the assets acquired and all of the liabilities assumed and
reviews the procedures used to measure the amounts to be recognized at the acquisition date. If the reassessment still
results in an excess of the fair value of net assets acquired over the aggregate consideration transferred, then the gain is
recognized in the consolidated statement of income. After the initial recognition, goodwill is measured at cost less any
accumulated impairment losses.

Dividends

The Group recognises a liability to make cash or non-cash distributions to equity holders when the distribution is
authorised and the distribution is no longer at the discretion of the Group. Final dividends are recognised as a liability
at the time or at the period of their approval by the General Assembly. Interim dividends are recorded as and when
approved by the Board of Directors. A corresponding amount is recognised directly in consolidated statement of
changes in equity.

Zakat

The Company and its subsidiaries are subject to Zakat in accordance with the zakat regulation issued by the Zakat, Tax
and Customs Authority ("ZATCA") in the KSA, which is also subject to interpretations. Zakat is levied at a fixed rate
of 2.5% on the higher of adjusted Zakatable profit or based on net equity using the basis defined in the zakat regulation
(the Zakat base). The management establishes provisions where appropriate on the basis of amounts expected to be
paid to the ZATCA and periodically evaluates positions taken in the Zakat returns with respect to situations in which
applicable Zakat regulation is subject to interpretation. The zakat provision is charged to the consolidated statement of
income. Additional Zakat liability, if any, related to prior years’ assessments arising from ZATCA are accounted for
in the period in which the final assessments are finalised.

Value-Added Tax ("VAT")

Expenses and assets are recognised net of the amount of value added tax, except, where VAT incurred on a purchase
of assets or services is not recoverable from the taxation authority, in which case VAT is recognized as part of the cost
of acquisition of the asset or as part of the expense item as applicable; and receivables and payables that are stated with
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the amount of VAT included. The net amount of value added tax recoverable from, or payable to, the taxation authority
is included as part of receivables or payables in the consolidated statement of financial position.

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 Summary of significant accounting policies (continued)
Accruals

Liabilities are recognized for amounts to be paid in the future for goods or services received, whether billed by the
supplier or not.

Provisions, contingent assets and contingent liabilities

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a past event, it
is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a
reliable estimate can be made of the amount of the obligation. When the Company expects some or all of a provision
to be reimbursed, for example, under an insurance contract, the reimbursement is recognized as a separate asset, but
only when the reimbursement is virtually certain. The expense relating to a provision is presented in the statement of
income net of any reimbursement. If the effect of the time value of money is material, provisions are discounted using
a current rate that reflects, when appropriate, the risks specific to the liability. When discounting is used, the increase
in the provision due to the passage of time is recognised as a finance cost.

A provision for onerous contracts is measured at the present value of the lower of the expected cost of terminating the
contract and the expected net cost of continuing with the contract. Before a provision is established, the Group
recognises any impairment loss on the assets associated with that contract.

Contingent assets are not recognized in the consolidated financial statements but are disclosed when an inflow of
economic benefits is probable.

Contingent liabilities are not recognized in the consolidated financial statements but are disclosed unless the possibility
of an outflow of resources embodying economic benefits is remote.

Employees’ defined benefits

Short term employees’ benefits

Short term employee benefits are expensed as the related service is provided. A liability is recognised for the amount
expected to be paid if the Group has a present legal or constructive obligation to pay this amount as a result of past
service provided by the employee and the obligation can be estimated reliably.

Defined contribution plans

Retirement benefit in the form of General Organization of Social Insurance (GOSI) is a defined contribution scheme.
The Group has no obligation, other than the contribution payable to the GOSI. The Group recognises contribution
payable to the GOSI as an expense when due.

Defined benefit plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The net pension liability
recognised in the consolidated statement of financial position in respect of defined benefit post-employment plans is
the present value of the projected defined benefit obligation (DBO) at the statement of financial position date. The
defined benefit obligation is calculated annually by qualified actuaries using the projected unit credit method. Re-
measurement amounts, if any, are recognised and reported within other reserves under the consolidated statement of
changes in equity with corresponding debit or credit to consolidated statement of other comprehensive income that
comprises of actuarial gains and losses on the defined benefits obligation.

Lease liabilities
On initial recognition, the lease liability is the present value of all remaining payments to the lessor. After the
commencement date, the Group measures the lease liability by:

a) Increasing the carrying amount to reflect incremental financing rate on the lease liability;
b) Reducing the carrying amount to reflect the lease payments made; and
¢) Re-measuring the carrying amount to reflect any re-assessment or lease modification.
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2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 Summary of significant accounting policies (continued)

Lease liabilities (continued)

The lease payments are discounted using the incremental borrowing rate, being the rate that the Company would have
to pay to borrow the funds necessary to obtain an asset of similar value in a similar economic environment with similar
terms and conditions.

Payments associated with short-term leases and leases of low-value assets are recognised on a straight-line basis as an
expense in the consolidated statement of comprehensive income Short-term leases are leases with a lease term of 12
months or less. Low-value assets comprise small items relating to office equipment.

Lease terms are negotiated on an individual basis and contain a wide range of different terms and conditions. The lease
agreements do not impose any covenants, but leased assets may not be used as security for borrowing purposes.

Group as a lessor (rental income)

When the Group acts as a lessor, it determines at the inception of the lease whether each lease is a finance lease or
operating lease. To classify each lease, the Group makes an overall assessment whether the lease transfers substantially
all the risks and rewards incidental to the ownership of the underlying asset. If that is the case then the lease finance
lease, otherwise it is an operating lease.

The Group does not have any finance leases as a lessor. The Group recognises lease payments under the operating
leases as income on straight-line basis over the lease term.

Statement of cash flows
The Group has classified the cash payments of principal and finance cost elements of leases as financing activities.

Fair value Measurement

Fair value is 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 fair value measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes place either:

- In the principal market for the asset or liability; or
- In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Group. The fair value of an asset or a liability
is measured using the assumptions that market participants would use when pricing the asset or liability, assuming
that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to generate economic
benefits from the asset’s highest and best use or by selling it to another market participant that would utilize the asset
in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available
to measure fair value, maximising the use of relevant observable inputs and minimising the use of unobservable inputs.

Revenues
Revenue from contracts with customers

Revenues from sales food and beverages

Revenue are recognized at a point of time when the control over the goods or services is transferred to the customer in
an amount that reflects the compensation earned by the Group for those goods. The Group has generally concluded that
it is the principal in its revenue arrangements because it typically controls the goods before transferring them to the
customer.

Revenues for rooms
Revenue from rooms occupancy is recognized over time.
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2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 Summary of significant accounting policies (continued)

Revenues from other hospitality services
Revenues from other hospitality services provided in the Group's hotels are recognized when the services are provided
to the customer.

Properties management fees

Earned from hotels managed by the Group, usually under long-term contracts with the hotel owners. Management fees
include a base fee, which is generally a percentage of hotel revenue, and/or an incentive fee, which is generally based
on the hotel’s profitability; recognised when earned on an accrual basis under the terms of the contract.

Costs and expenses

Expenses are recognized when incurred on accrual basis of accounting. Expenses are classified as follows:

(a) Cost of revenue: These include the cost directly attributable to sales of goods and provision of services, i.e. directly
related to revenue recognized.

(b) Selling and marketing: These are arising from the Company’s efforts underlying the selling and marketing
functions.

(c) General and administrative expenses: All other expenses other than finance costs are classified as general and
administrative expenses.

Allocations between cost of revenue, selling and marketing expenses and general and administrative expenses, when
required, are made on consistent basis.

Finance income and finance cost

Finance income includes interest income which is recognized as it accrues in statement of profit or loss, using the
effective interest method. Dividend income is recognized in consolidated statement of profit or loss on the date that the
Group’s right to receive payment is established.

Finance costs comprise financial charges on term loans that are recognized in consolidated statement of profit or loss.
Borrowing costs that are not directly attributable to the acquisition, construction or production of a qualifying asset are
recognized in consolidated statement of profit or loss using the effective interest method.

Foreign currency gains and losses are reported on a net basis within finance cost.

Foreign currencies

The Group’s consolidated financial statements are presented in Saudi Riyal, which is also the Group's functional
currency. For each entity, the Group determines the functional currency and items included in the financial statements
of each entity are measured using that functional currency. The Group uses the direct method of consolidation and on
disposal of a foreign operation, the gain or loss that is reclassified to consolidated statement of income reflects the
amount that arises from using this method.

Transactions and balances
Transactions in foreign currencies are initially recorded by the Group entities at their respective functional currency
spot rate at the date the transaction first qualifies for recognition.

Monetary assets and liabilities denominated in foreign currencies are retranslated at the rate of exchange ruling at the
consolidated financial statements date. All differences are recognised in consolidated statement of income.

Segment information

A segment is a component of the Group 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 Group’s other components. All
operating segments’ operating results are reviewed by the Group’s Chief Operating Decision maker to make decision
about resources to be allocated to the segment and to assess its performance, and for which discrete financial information
is available.
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2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

2.6 Changes in accounting policies

The Group applied for the first-time certain standards and amendments, which are effective for annual periods beginning
on or before 1 January 2021 (unless otherwise stated). The Group has not early adopted any other standard,
interpretation or amendment that has been issued but is not yet effective.

Interest Rate Benchmark Reform — Phase 2: Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16
The amendments provide temporary reliefs which address the financial reporting effects when an interbank offered rate
(IBOR) is replaced with an alternative nearly risk-free interest rate (RFR).

The amendments include the following practical expedients:
* A practical expedient to require contractual changes, or changes to cash flows that are directly required by the reform,
to be treated as changes to a floating interest rate, equivalent to a movement in a market rate of interest

* Permit changes required by IBOR reform to be made to hedge designations and hedge documentation without the
hedging relationship being discontinued

* Provide temporary relief to entities from having to meet the separately identifiable requirement when an RFR
instrument is designated as a hedge of a risk component

These amendments had no impact on the consolidated financial statements of the Group.

Covid-19-Related Rent Concessions beyond 30 June 2021 Amendments to IFRS 16

On 28 May 2020, the IASB issued Covid-19-Related Rent Concessions - amendment to IFRS 16 Leases. The
amendments provide relief to lessees from applying IFRS 16 guidance on lease modification accounting for rent
concessions arising as a direct consequence of the Covid-19 pandemic. As a practical expedient, a lessee may elect not
to assess whether a Covid-19 related rent concession from a lessor is a lease modification. A lessee that makes this
election accounts for any change in lease payments resulting from the Covid-19 related rent concession the same way
it would account for the change under IFRS 16, if the change were not a lease modification.

The amendment was intended to apply until 30 June 2021, but as the impact of the Covid-19 pandemic is continuing,
on 31 March 2021, the IASB extended the period of application of the practical expedient to 30 June 2022.The
amendment applies to annual reporting periods beginning on or after 1 April 2021. These amendments had no impact
on the consolidated financial statements of the Group.

2.7 New standard issues, standard issued but not yet effective

Amendments to IAS 1: Classification of Liabilities as Current or Non-current
In January 2020, the TASB issued amendments to paragraphs 69 to 76 of IAS 1 to specify the requirements for
classifying liabilities as current or non-current. The amendments clarify :

*What is 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

*That only if an embedded derivative in a convertible liability is itself an equity instrument would the terms of a liability
not impact its classification.

The amendments are effective for annual reporting periods beginning on or after 1 January 2023 and must be applied
retrospectively. The Group is currently assessing the impact the amendments will have on current practice and whether
existing loan agreements may require renegotiation.

Reference to the Conceptual Framework — Amendments to IFRS 3

In May 2020, the IASB issued Amendments to IFRS 3 Business Combinations - Reference to the Conceptual
Framework. The amendments are intended to replace a reference to the Framework for the Preparation and Presentation
of Financial Statements, issued in 1989, with a reference to the Conceptual Framework for
Financial Reporting issued in March 2018 without significantly changing its requirements.
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2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.7 New standard issues, standard issued but not yet effective (continued)

The Board also added an exception to the recognition principle of IFRS 3 to avoid the issue of potential ‘day 2” gains
or losses arising for liabilities and contingent liabilities that would be within the scope of IAS 37 or IFRIC 21 Levies,
if incurred separately.

At the same time, the Board decided to clarify existing guidance in IFRS 3 for contingent assets that would not
be affected by replacing the reference to the Framework for the Preparation and Presentation of Financial
Statements.

The amendments are effective for annual reporting periods beginning on or after 1 January 2022 and apply
prospectively.

Property, Plant and Equipment: Proceeds before Intended Use — Amendments to IAS 16

In May 2020, the IASB issued Property, Plant and Equipment — Proceeds before Intended Use, which prohibits
entities deducting from the cost of an item of property, plant and equipment, any proceeds from selling items
produced while bringing that asset to the location and condition necessary for it to be capable of operating in the
manner intended by management. Instead, an entity recognises the proceeds from selling such items, and the costs
of producing those items, in profit or loss. The amendment is effective for annual reporting periods beginning on
or after 1 January 2022 and must be applied retrospectively to items of property, plant and equipment made
available for use on or after the beginning of the earliest period presented when the entity first applies the
amendment. The amendments are not expected to have a material impact on the Group.

Onerous Contracts — Costs of Fulfilling a Contract — Amendments to IAS 37

In May 2020, the IASB issued amendments to IAS 37 to specify which costs an entity needs to include when
assessing whether a contract is onerous or loss-making.

The amendments apply a “directly related cost approach”. The costs that relate directly to a contract to provide
goods orservices include both incremental costs and an allocation of costs directly related to contract activities.
General and administrative costs do not relate directly to a contract and are excluded unless they are explicitly
chargeable to the counterparty under the contract.

The amendments are effective for annual reporting periods beginning on or after 1 January 2022. The Group will
apply these amendments to contracts for which it has not yet fulfilled all its obligations at the beginning of the
annual reporting period in which it first applies the amendments.

IFRS 1 First-time Adoption of International Financial Reporting Standards — Subsidiary as a first-time
adopter

As part of its 2018-2020 annual improvements to IFRS standards process, the IASB issued an amendment to
IFRS 1 First-time Adoption of International Financial Reporting Standards. The amendment permits a subsidiary
that elects to apply paragraph D16(a) of IFRS 1 to measure cumulative translation differences using the
amounts reported by the parent, based on the parent’s date of transition to IFRS. This amendment is also
applied to an associate or joint venture that elects to apply paragraph D16(a) of IFRS 1.

The amendment is effective for annual reporting periods beginning on or after 1 January 2022 with earlier
adoption permitted. This amendment is not applicable to the Group.

IFRS 9 Financial Instruments — Fees in the *10 per cent’ test for derecognition of financial liabilities

As part of its 2018-2020 annual improvements to IFRS standards process the IASB issued amendment to
IFRS 9. The amendment clarifies the fees that an entity includes when assessing whether the terms of a new or
modified financial liability are substantially different from the terms of the original financial liability.
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2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

2.7 New standard issues, standard issued but not yet effective (continued)

IFRS 9 Financial Instruments — Fees in the 10 per cent’ test for derecognition of financial liabilities
(continued)

These fees include only those paid or received between the borrower and the lender, including fees paid or received
by either the borrower or lender on the other’s behalf. An entity applies the amendment to financial liabilities that
are modified or exchanged on or after the beginning of the annual reporting period in which the entity first applies
the amendment.

The amendment is effective for annual reporting periods beginning on or after 1 January 2022 with earlier
adoption permitted. The Group will apply the amendments to financial liabilities that are modified or exchanged
on or after the beginning of the annual reporting period in which the entity first applies the amendment. The
amendments are not expected to have a material impact on the Group.

Definition of Accounting Estimates — Amendments to IAS 8

In February 2021, the IASB issued amendments to IAS 8, in which it introduces a definition of ‘accounting estimates’.
The amendments clarify the distinction between changes in accounting estimates and changes in
accounting policies and the correction of errors. Also, they clarify how entities use measurement techniques
and inputs to develop accounting estimates.

The amendments are effective for annual reporting periods beginning on or after 1 January 2023 and apply to changes
in accounting policies and changes in accounting estimates that occur on or after the start of that
period. Earlier application is permitted as long as this fact is disclosed.

The amendments are not expected to have a material impact on the Group.

Disclosure of Acounting Policies — Amendments to IAS 1 and IFRS Practice Statement 2

In February 2021, the IASB issued amendments to IAS 1 and IFRS Practice Statement 2 Making Materiality
Judgements, in which it provides guidance and examples to help entities apply materiality judgements to accounting
policy disclosures. The amendments aim to help entities provide accounting policy disclosures that are more useful by
replacing the requirement for entities to disclose their ‘significant’ accounting policies with a requirement to disclose
their ‘material’ accounting policies and adding guidance on how entities apply the concept of materiality in making
decisions about accounting policy disclosures.

The amendments to IAS 1 are applicable for annual periods beginning on or after 1 January 2023 with earlier
application permitted. Since the amendments to the Practice Statement 2 provide non-mandatory guidance on the
application of the definition of material to accounting policy information, an effective date for these amendments is not
necessary. The Group is currently assessing the impact of the amendments to determine the impact they will have on
the Group’s accounting policy disclosures.

3 SIGNIFICANT ASSUMPTIONS AND ESTIMATES

In preparing these consolidated financial statements, management has made estimates and assumptions that affect the
application of the Group’s accounting policies and the reported amounts of assets, liabilities, income and expenses.
Actual results may differ from these estimates.

Core estimates and assumptions are reviewed on an on-going basis. Revisions to estimates are recognised prospectively.

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that
have a risk of causing an adjustment to the carrying amounts of assets and liabilities within the next financial year, are
described below. The Group used its assumptions and estimates on parameters available when the consolidated financial
statements were prepared. Existing circumstances and assumptions about future developments, however, may change
due to market changes or circumstances arising that are beyond the control of the Group. Such changes are reflected in
the assumptions when they occur.
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3 SIGNIFICANT ASSUMPTIONS AND ESTIMATES (CONTINUED)

Impairment of non-financial assets

Impairment exists when the carrying value of an asset or cash generating unit (CGU) exceeds its recoverable amount,
which is the higher of its fair value less costs of disposal and its value in use. The fair value less costs of disposal
calculation is based on available data from binding sales transactions, conducted at arm’s length, for similar assets or
observable market prices less incremental costs for disposing of the asset. The value in use calculation is based on
Discounted Cash Flow model (“DCF”). The cash flows are derived from the budget for the next five years and do not
include restructuring activities that the Group is not yet committed to or significant future investments that will enhance
the performance of the assets of the CGU being tested. The recoverable amount is most sensitive to the discount rate
used for the DCF model as well as the expected future cash-inflows and the growth rate used for extrapolation purposes.

Expected credit losses for trade receivables

The Group has applied the standard’s simplified approach of impairment in accordance with IFRS 9 and has calculated
ECLs based on lifetime expected credit losses. The Group 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.

Employees’ defined benefit obligations

The Employees' defined benefit obligations are determined using actuarial valuations. An actuarial valuation involves
making various assumptions, which may differ from actual developments in the future. These include the determination
of the discount rate, future salary increases, mortality rates and future pension increases. Due to the complexity of the
valuation, the underlying assumptions, and its long-term nature, a DBO is highly sensitive to changes in these
assumptions. All assumptions are reviewed annually.

Useful lives and residual values of property and equipment

The management reviews useful lives and residual values of property and equipment annually. Any change in the
estimated useful life or depreciation pattern will be accounted for prospectively. There was no change in useful lives of
property and equipment during the year.

Going concern

The financial statements have been prepared under the going concern basis. The Group’s management has made an
assessment of the Group’s ability to continue as a going concern and is satisfied that the Group has the resources to
continue in business for the foreseeable future. Furthermore, the management is not aware of any material uncertainties
that may cast significant doubt upon the Group's ability to continue as a going concern.

4 OPERATING SEGMENTS
The Group has the following strategic divisions, which represents its reportable segments. These segments offer
different services and are managed separately because they have different economic characteristics — such as trends in

sales growth, rates of return and level of capital investment — and have different marketing strategies.

All the Group's businesses are located in the Kingdom of Saudi Arabia. The following summary describes the operations
of each reportable segment:

Hospitality represents hotels owned by the Group and revenues generated through them whether
. these hotels are operated by the Group or by a third party.

Property management represents management and operation of hotels and properties that are not owned by
: the Group.

Property rental represents properties owned by the Group which are leased to others. These properties
: primarily comprise of residential compounds and commercial complexes.

Others . represents corporate office and other support services departments.
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4 OPERATING SEGMENTS (CONTINUED)

Following is a summary of certain financial information for the two years ended 31 December:

2021 Property Property

SR Hospitality — management rental Others Elimination Total
Revenue from external customer 348,382,921 1,520,903 123,246,132 - - 473,149,956
Inter-segment revenue 16,325,693 - 10,451,292 - (26,776,985) -
Cost of revenue 391,608,220 3,219,740 45,204,609 - (26,380,585) 413,651,984
Gross (loss)/ profit (26,899,606) (1,698,837) 88,492,815 - (396,400) 59,497,972
Depreciation of property and

equipment and right of use assets 91,333,137 - 23,214,097 - - 114,547,234
Property and equipment 1,819,222,611 - 892,267,563 - - 2,711,490,174
Right of use assets 210,354,619 - 19,206,489 - - 229,561,108
Projects under construction 88,430,056 - 7,076,999 - - 95,507,055
Total assets 1,665,688,308 5,243,101 1,617,977,800 655,236,965 (538,966,519) 3,405,179,655
Total liabilities 1,606,164,330 12,365,194 142,239,452 594,761 (39,164,920) 1,722,198,817
2020 Property Property

SR Hospitality ~ management rental Others Elimination Total
Revenue from external customer 321,033,619 1,668,123 119,617,815 - - 442,319,557
Inter-segment revenue 6,883,799 - 17,550,429 - (24,434,228) -
Cost of revenue 360,097,087 4,407,118 41,020,323 - (24,029,228) 381,495,300
Gross profit (32,179,669) (2,738,995) 96,147,921 - (405,000) 60,824,257
Depreciation of property and

equipment and right of use assets 84,268,120 - 20,692,109 - - 104,960,229
Property and equipment 1,784,100,214 - 914,324,796 - - 2,698,425,010
Right of use assets 259,758,719 - 19,649,760 - - 279,408,479
Projects under construction 119,406,196 - 5,540,264 - - 124,946,460
Total assets 1,816,174,065 2,533,633 1,514,697,830 653,932,942  (508,734,337) 3,478,604,133
Total liabilities 1,630,661,313 9,863,930 146,130,858 (261,928) (5,520,011) 1,780,874,162

Reconciliation of information on reportable segments to income before zakat of the Group for the two years ended 31

December:
2021 2020
SR SR

Gross profit of operating segments 59,497,972 60,824,257
Un-allocated amount:

Selling and marketing (1,980,451) (1,473,879)
General and administration (31,291,713) (53,596,364)
Financial charges on term loans (23,144,856) (33,241,431)
Financial charges on lease liabilities (13,741,547) (15,758,507)
Finance income 38,205 324,434
Other income, net 10,053,119 630,469
Share in net results of equity accounted investees (4,289,852) (1,738,937)
Total un-allocated amount (64,357,095)  (104,854,215)
Loss before zakat (4,859,123) (44,029,958)
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5 CASH AND CASH EQUIVALENTS
2021 2020
SR SR
Bank balances 73,860,474 77,916,977
Short term deposits 17,000,000 16,000,000
Cash on hand 787,458 911,490
91,647,932 94,828,467

Terms and conditions of the above financial assets:

(a) Short term deposits represent Murabaha deposits with commercial banks and the maturity average of those deposits
ranges between 30 to 90 days and bears an average Murabaha commission of 35 basis point. Finance income
amounted to SR 38,205 for the year ended 31 December 2021 (2020: SR 324,434).

(b) As at 31 December 2021, the Group has available cash facilities amounting SR 171.3 million (2020: SR 307.5
million) representing unwithdrawn cash from the cash facility granted.

(c) The transactions mentioned in note 28, include an overdraft US dollar bank account amounting to SR 20.83 million
as of 31 December 2021 (2020: SR 7.6 million) with the financial institution and the Group did not use it or account
for it in these consolidated financial statements.

6 TRADE RECEIVABLES
2021 2020
SR SR
Trade receivables 170,475,362 143,386,661
Provision for expected credit loss (25,233,972) (26,445,793)
145,241,390 116,940,868

(a) Trade receivables mature within a period ranging from 30 to 90 days. The carrying value of trade receivables is
affected by the change in the credit rating of other parties.

(b) Trade receivables are expected, on the basis of past experience, to be fully recoverable. It is not the practice of the
Group to obtain collateral over receivables and the vast majorities are, therefore, unsecured.

(c) As at 31 December 2021, trade receivables include balances amounting to SR 82.6 million (2020: SR 71 million)
due from governmental and government related customers. These parties have an extended credit period compared
to the other regular customers.

Movement in provision for expected credit loss for the two years ended 31 December:

2021 2020
SR SR
At 1 January 26,445,793 20,044,133
Charge for the year (note 26) 738,991 6,401,660
Recovered during the year (note 26) (1,473,173) -
Bad debts written off during the year (477,639) -
At 31 December 25,233,972 26,445,793
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6 TRADE RECEIVABLES (CONTINUED)

Aging analysis of trade receivables
Following is the provision criteria used for expected credit loss for trade receivables as of 31 December:

Total 0-90days  91-120 days 121-365 days 1-2years  2-3years  3-4 years >4 years

SR SR SR SR SR SR SR
Provision for
expected credit
loss
2021 25,233,972 - 107,462 1,199,893 1,457,374 4,641,444 3,926,148 13,901,651
2020 26,445,793 - 155,722 1,174,077 4,298,006 5,201,795 5,895,973 9,720,220
Trade
receivables
2021 170,475,362 67,309,923 6,549,651 45,327,933 10,890,663 11,478,465 14,686,060 14,232,667
2020 143,386,661 58,448,978 13,994,938 17,718,865 20,061,703 16,888,849 6,444,530 9,828,798
Weighted
average
expected loss
rate
2021 14.80% - 1.64% 2.65% 13.38%  40.44% 26.73% 97.67%
2020 18.44% - 1.11% 6.63% 21.42%  30.80% 91.49% 98.90%

Refer to note 31 for information about the credit risk exposure on the Group’s trade receivables.

7 PREPAYMENTS AND OTHER CURRENT ASSETS

2021 2020
SR SR
Advance for rent (*) 58,818,607 58,818,607
Prepayments 10,978,260 12,565,446
Contract assets 5,769,217 3,846,145
Advances to employees 3,310,210 2,977,907
Amounts due from related parties (note 8) 3,710,899 2,367,809
Advances to suppliers 2,034,216 37,326,870
Advances for real estate projects 1,796,104 5,383,841
Others 8,684,662 7,435,579

95,102,175 130,722,204

(*) Advance for rent represent a payment to lease a hotel building in Makkah Al-Mukaramah for period a of three and a
half years. The Company terminated the lease contract during 2020 and the amount will be recovered from the lessor, and
accordingly, the entire advance payment is classified under current assets. The management believes that the amount is
fully recoverable as it is secured through collateral on the title deed of the hotel’s land owned by the lessor, the fair value
of the land exceeds the amount of prepayment as of 31 December 2021. During 2021, the Company filed a lawsuit against
the lessor in order to enforce the collateral on the hotel land and recover the advance for rental. Management expects the
amount to be collected during 2022.
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2021

8 RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED)

Transactions with members of the Board of Directors:

There are transactions with financial institutions having common members of the Board of Directors. The Group
obtained facilities from these financial institutions having outstanding balances aggregating SR 654,367,054 as at 31
December 2021 (2020:SR 740,569,674).

Key management personnel’s benefits and compensation

The senior management represents the key members of the Company's management who have the powers and
responsibilities to plan, direct and control the Company's activities. Key management personnel’s benefits &
compensation are as follows:

Amount of Transactions

2021 2020
SR SR
Salaries and benefits - key management personnel 3,938,550 3,775,604
Employees' terminal benefits - key management personnel 238,606 314,634
BOD remuneration, attendance allowance and committee’s remuneration 3,774,000 3,150,000

Terms and conditions relating to related party balances

Outstanding balances with related parties at the year end are unsecured, interest free, settled in cash and due within 12
months of statement of consolidated financial position date. There have been no guarantees received or provided for
any related party receivables or payables. For the years ended 31 December 2021 and 2020, the Group has not recorded
any impairment of receivables relating to amounts owed by related parties. This assessment is undertaken at each
reporting period by examining the financial position of each related party and the market in which the related party

operates.
9 INVENTORIES
2021 2020
SR SR
Linens 4,262,750 5,580,872
Accessories and silverware 3,355,383 3,635,644
Spares 2,703,609 2,771,809
Food and beverages 2,435,388 2,701,010
Operation supplies 2,064,747 1,311,286
Kitchen tools and equipment 1,933,870 2,593,012
Stationery and printing 990,746 867,544
(Less) Inventory provision (640,982) (640,982)
17,105,511 18,820,195

Movement in provision for slow moving inventories for the two years ended 31 December:

2021 2020
SR SR
At 1 January 640,982 -
Charge for the year (note 25) - 1,749,662
Inventory written off during the year - (1,108,680)
At 31 December 640,982 640,982
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2021

10 INVESTMENT AT FVOCI

The group owns 1.67% of the capital of National Tourism Company which is a limited liability company registered in
the Kingdom of Saudi Arabia. The movement in the fair value of the investment is as follows

2021 2020
SR SR
Cost at 1 January and 31 December 7,000,000 7,000,000
Fair value reserve
At 1 January (5,057,678) -
Change in fair value during the year 159,335 (5,057,678)
Fair value reserve at 31 December (4,898,343) (5,057,678)

Fair value at 31 December 2,101,657 1,942,322

11 INVESTMENTS IN EQUITY ACCOUNTED INVESTEES

Investment in equity accounted investees represent investments in the following companies which are limited
liability companies. All companies below are registered in the Kingdom of Saudi Arabia. The Group’s investments
in these companies is accounted for using the equity method in the consolidated financial statements.

Ownership
2021 2020 2021 2020
% % SR SR
Name of the equity accounted investees
Saudi Company for Heritage Hospitality (**) 25 25 6,642,678 8,427,839
Al Madinah Hotels Company Limited 50 50 4,142,289 4,142,289
Al-Madina Tower Real Estate Company (*) 49 - 6,637,686 -

17,422,653 12,570,128

Movement in the investment in equity accounted investees for the two years ended 31 December:

2021 2020
SR SR
At the beginning of the year 12,570,128 14,309,065
Additions 9,142,377 -
Share in net results (2,504,691) (1,738,937)
Impairment of an equity accounted investee (1,785,161) -
At the end of the year 17,422,653 12,570,128

(*) Dur Hospitality Company has entered into a partnership agreement with Awqaf Investment Company (the
investment arm of the General Authority for Awqaf), which provides for the formation of Al-Madina Tower Real Estate
Company (the associate). The associate has leased a plot of land in the central area of Madinah from the General
Authority for Awqaf for the purpose of developing a 5-stars hotel, which will be operated by Dur Hospitality Company
under the "Makarem Brand". The project will be financed in accordance with capital ownership of each of the parties.
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2021

11 INVESTMENTS IN EQUITY ACCOUNTED INVESTEES (CONTINUED)

(*) During 2021, Saudi Company for Heritage Hospitality is going through a liquidation formality, the Group has
recognized an impairment representing difference between proposed liquidation proceeds and the investment carrying
value. The Group is yet to receive liquidation proceeds.

12 RIGHT OF USE ASSETS

The Group leases several assets including lands and a building. Information about assets for which the Group is a lessee
is presented below:

Lands Buildings Total
SR SR SR

Cost:

As at 1 January 54,973,553 259,721,033 314,694,586
Additions during the year - 19,809,907 19,809,907
Lease adjustments (a) (58,403,111)  (58,403,111)
As at 31 December 2021 54,973,553 221,127,829 276,101,382
Depreciation:

As at 1 January 3,327,440 31,958,667 35,286,107
Charge for the year 2,383,120 11,984,301 14,367,421
Lease adjustment (a) - (3,113,254) (3,113,254)

5,710,560 40,829,714 46,540,274

Net book values:

As at 31 December 2021 49,262,993 180,298,115 229,561,108
Cost:

As at 1 January 51,341,613 262,945,317 314,286,930
Additions during the year 3,631,940 - 3,631,940
Lease adjustments (a) - (3,224,284) (3,224,284)
As at 31 December 2020 54,973,553 259,721,033 314,694,586
Depreciation:

As at 1 January 1,721,115 16,004,900 17,726,015
Charge for the year 1,606,325 15,953,767 17,560,092

3,327,440 31,958,667 35,286,107

Net book values:
As at 31 December 2020 51,646,113 227,762,366 279,408,479

(a) Lease adjustments represent changes made to lease payments and terms agreed upon with the lessor.

(b) There were no leases with residual value guarantees to which the Group is committed.

(c) The depreciation charge has been allocated in the consolidated statement of income for the years ended 31
December to cost of revenue.

36

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

P =N

144

2\

Shareholder Circular | 213

TAIBA INVESTMENTS

LE

"UoI[[TW 9°9 YS Aq s30afoxd oy JO SN UILLID JO JS00 pajewnse-a1 Auedwo) ay) ‘1Zg 12qUId( ¢ Papud Jeak oy Suung (&)

PLIO6H TILT PT6°9€8°vL €TI919801  TOI‘LbL POLPIPLEL  86HTIV'8H PP806T°L6S T 6ISTLOPPL 120T 12quiddd( [€ Ie SV
QNJeA joogd 1PN
T69°TLS‘TI0°T LT0'LL6'6E PPSLE06L 9L5°9€0°L 606°66°S9T  0T8L8°E6 978°1S99LS - 1oquIdda(T [€ SV
(TI8T17) - - - - - (Z18°C10) - (&) syudunsn(py
(€0L‘9EE‘0T) - (688°715°€) (000°€9) (8TICIF'E) (989°st€°¢) - - s[esodsi(y
ST9°T6E°001 STE06S°€E TTHI8E 61 SI6°SST 0€5°189°ST 891°CIS L SLTOLOYY - Teak o) 10y d51eYy)
T8SBTLTLG T0L°98€°9¢€ [10°TLI€9 199°€¥6°9 LOS'STL'EYT  8EE'LOL'68 €9EP6LTES - Teak oy Jo Suruursaq oy 1y
uoyn24dap paywnunddy
998190°bLL E IP6°CI8PIT  L99°ESO'L8T  8LYE8L'L €LO'SSY'EOY  SIELEETHI 0LYTY6'ELI'T  61STLOYYL 1quiada( 1€ SV
(891°9L9°9) - - - - - (891°929°9) - (&) syuounsn(py
60£°0SS‘SS 68L°SE9° SE6°LS6°6 - 959vTH 0T STE696 $09°C95°CT - (1 210u) TONONISUOD
Jopun $199fo1d woxy 19ysuel],
(2€8°809°01) - (9PE°60L°E) (000°€9) (008°06%°€) (989°st€°¢) - - sfesodsi(y
S9T'EY9‘H9 TIs‘ey TH0'88I°C1 905°STh 896400°L LLSOTE L 099°020°T € 000°0S9°S suonIppy
T6S'ESTILYE OPOVEL'EIT  9L0°LIT®IT  TLIITHL 6YT6IS'6LE  TOTCOV'LEL PL8'SE0'LTI'T  61STTHBEL Ieak oy Jo Suruurgaq oy 1y
150D
us AS us us A AS AS A
Juawdinba saponfaa
mog Sumonpuod pup 1010 2ANJIUAN] spuowdA0Ldul s8uipping spuvy
1D [DAJUDD Coounopy Suipping

pup $.1010A2]5

INTINIINOT ANV ALIAIOUd €l

120C 19quuade( 1€
(INNILNOD) SINFWALV.LS TVIONVNII A4LVAITOSNOD HL OL SHLON

(Auedwo) yo031§ JUI0[ IpNES V)
Kuedwo) Arpeidsoy mq

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

-
=N

144

N\

TAIBA INVESTMENTS

214 | Shareholder Circular

8¢
010°STH'869°C  8E6'LYLIL $T0°940°S0T 11S°LLY THL'E6L SET Y9L°S69°LY TISTHTP6S' T 61STTHREL 0T0T 32quad3( [ € 18 SV
SNy 4 Yooy JoN
T8S°8TLTLG T0L°98€°9¢ TTOTLI€9 199°€¥6°9 LOS'STL EHT 8EE°LOL 68 €9€°V6L TES - 10queod (T [€ IV
(T79°689°0) 0r6°69) (L96°L£T) - (868°L6L°T) - (L£8°€8%) - s[esodsi(y
LET00¥'L8 ELL'YEY'E 98%°6S9°S1 1S7°091 9S¥'766°1C 6E1°TT8L 7€8°6C1°8¢ - Teak oy 10y A31eYD
L80°810°888 698°178°T¢ WY 6vL LY 01T°€8L9 616°8TS€TT 661°988°18 89¢°8Y T S61 - Teak oy Jo Suruuioq oy 1y
..:e.aQ.SNKQNQ pamwmiundoy
TOSESTILY'E  OV9'PET'CIT 9€0°L1T'891 TLITTHL 6T 61S°6LE T01°€0F LET YLY'SEOLTI'T  61STTHSEL I2quiade( 1€ IV
96S°15€°€9T WLy’ 168°01t°¢€¢ - 6£T915°T¢E 0000001 Y9E°L66°LLI - (Y1 9j0u) UOHINNSUOD
10pun s300fo1d woxy paroysues],
(T¥9°689°7) (0v6°69) (L96°LED) - (868°L6L°T) - (L£8°€8S) - s[esodsiq
6LET66°6T 00L°S8% ST 198 H1 €87°6C1 1L9°0€T°¢ LSV L9ET $S8°917°6 - uonIppy
65T°005°08€°C  8EL 16T LOI 6€L°T8Y°0CI 688°167°L LETOLS SHE SH9°SE0°1TT 6V SOr0P6 T 61STTH 8EL Ieak dy Jo Suruuisaq oy 3y
:Js0)
YAy AqS YAy bRy by 'Y bRy 'Y
viog M:.Eeh.ﬁv:cu N:NSQ.NSWN 2]21YaA LOJOJN kmkﬁwthk .&:mS@;Q&QEN ,nME%N.S.mN spuvy
AID [DAJUDD puv Lipu1ydop s3uipping

pup s.101pA2]5q

(TINNLINOD) INAIWIINOA ANV ALIAJOUd €1

10T 1oquiad( 1€

(ANNIINOD) SINAWALYLS TVIONVNII A4LVAITOSNOD dHL O1 SHLON

(Auedwo)) 3001S JurO[ IpNES V)

Kuedwo) Ayrendsoy mQq

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

2N
77 N\
Jlaiiwdlédy .
TAIBA INVESTMENTS Shareholder Circular | 215

Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2021

13 PROPERTY AND EQUIPMENT (CONTINUED)

The depreciation charge has been allocated in the consolidated statement of income for the years ended 31 December

as follows:
2021 2020
SR SR
Cost of revenue (note 25) 98,069,697 83,170,097
General and administrative expenses (note 26) 2,110,116 4,230,040
100,179,813 87,400,137

14 PROJECTS UNDER CONSTRUCTION

Movement in projects under construction for the two years ended 31 December is as follows:

2021 2020
SR SR
At 1 January 124,946,460 319,425,744
Additions during the year 26,110,904 68,872,312
Transfers to property and equipment (note 13) (55,550,309) (263,351,596)
At 31 December 95,507,055 124,946,460

(a) The projects under construction mainly represent the cost of constructing new hotels and renovating existing hotels
in addition to other projects. This includes contractors' costs in addition to project management expenses, design
expenses, and other miscellaneous expenses. The board of directors review the progress of these projects on timely
basis and there is no decision been taken to cancel any of these projects.

(b) Transfers into property and equipment during 2021 amounting SR 55.6 million mainly represent the cost of
construction of renovation of Makkah Hotel (2020: SR 262.3 million representing the cost of construction of
Holiday Inn Al-Jubail building, Tuwaiq residential project, Al-Wadi Residential Project and renovation of the
Marriott Airport Hotel and Al Takhassusi Plaza).

(c) The amount of borrowing costs for the year ended 31 December 2021 was nil (year ended 31 December 2020: SR
2.8 million). The rate used to determine the amount of borrowing costs eligible for capitalization is the interest rate
of the weighted average term loans.

15 ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

2021 2020
SR SR

Contract liabilities 67,504,337 60,775,152
Payable to contractors 24,877,518 35,368,469
Accrued staff benefits 17,557,874 14,775,406
Accrued utilities 14,913,370 12,899,528
Retentions payable 14,453,636 23,092,253
Accrued professional fees and other services 8,688,330 4,092,153
Others 13,593,231 18,244,699

161,588,296 169,247,660
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2021

16 TERM LOANS

The Group has sustained term loans from number of local banks in the form of Murabaha financing with a total value
of SR 1,017 million (2020: SR 1,033 million) which accrue Murabaha commission at market prevailing rates. These
financing are secured by promissory notes and assignment of proceeds from certain projects’ rentals.

Loan agreements include covenants mainly related to maintaining certain leverage ratios, total debt to equity and other
covenants. Under the terms of these agreements, the banks have the right to demand immediate repayment of the loans
if any of the covenants are not met. The Group was compliant with the loan covenants as at 31 December 2021 and

2020.
Classification of the term loans is as follows:
2021 2020
SR SR
Term loans - current portion 271,761,088 209,537,984
Term loans - non- current portion 745,510,575 824,367,448
1,017,271,663 1,033,905,432

17 LEASE LIABILITIES
The Company lease contracts include extension options. This option is negotiated by management to provide flexibility
in managing the leased-asset portfolio and align with the Company’s business needs. Management exercises significant

judgement in determining whether this extension option is reasonably certain to be exercised.

Set out below are the carrying amounts of lease liabilities recognised and the movements during the year:

2021 2020
SR SR
As at 1 January 385,880,458 379,713,599
Additions 19,809,907 3,631,940
Lease adjustment (56,348,028) (3,224,280)
Interest 14,632,885 16,750,485
Payments (18,322,287)  (10,991,286)
As at 31 December 345,652,935 385,880,458
The present value of the net lease payments is as follows:
Current 43,343,159 29,433,114
Non-Current 302,309,776 356,447,344
The following are the amounts recognised in consolidated statement of income:
2021 2020
SR SR
Depreciation expense of right-of-use assets 14,367,421 17,560,092
Financial charges on lease liabilities 13,741,547 15,758,507
Total amount recognised in consolidated statement of income 28,108,968 33,318,599

Company as a lessor
The Company has entered into operating leases on its properties. These leases are short term leases. Rental income
recognised by the Company during the year is SR123,246,132 (2020: SR 119,617,815).
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
31 December 2021

18 ZAKAT

The Company and its subsidiaries file their Zakat returns individually based on their financial statements. Therefore,
Zakat base is identified and calculated for the Company and its subsidiaries individually, and total estimated Zakat is
presented in the consolidated statement of income for the Group.

Movement in provision for Zakat for the years ended 31 December:

2021 2020
SR SR
At the beginning of the year 13,323,298 13,169,475
Provided during the year 9,312,287 7,579,300
Payments made during the year (8,973,387) (7,425,477)
At the end of the year 13,662,198 13,323,298

Zakat status
The Company and its subsidiaries have submitted their zakat returns to the Zakat, Tax and Customs Authority
(“ZATCA”) for all years up to 2020 and paid the zakat payable thereunder and obtained the unrestricted zakat
certificates.

ZATCA issued zakat assessments for the years from 2015 to 2018. The Company submitted its objections on the those
assessments. Those objections were accepted by ZATCA, except for the amount of SR 0.86 million for the year 2015.
The Company submitted its appeal to the General Secretariat of the Committees (“GSTC”). GSTC accepted the
Company’s objections amounting to SR 0.62 million, whereas objections amounting to SR 0.25 million were rejected.

ZATCA issued zakat assessment for 2019, which resulted in Zakat differences of SR 3.03 million. The Company has
paid all the unobjectionable amounts aggregating SR 1.2 million and raised objections to the rest of the items in dispute.
This resulted in the issuance of an amended assessment by ZATCA with an amount due of SR 1.04 million. The
Company has filed an objection with the GSTC to consider the items under objection. The matter is still under
consideration by GSTC.

ZATCA also issued zakat assessment for 2020, which resulted Zakat differences of SR 2.11 million. The Company
paid all the unobjectionable amounts amounting to SR 1.76 million and objected to the rest of the items in dispute. After
ZATCA studied the objection, ZATCA issued its amended assessment, which included the acceptance of all the items
objected to by the Company, thus canceling all zakat obligations related to the year 2020.

ZATCA issued zakat assessments for the subsidiaries for all the years up to 2018.

19 EMPLOYEES' TERMINAL BENEFITS LIABILITIES

General description

The Company and its subsidiaries have post-employment defined benefit plans. The benefits are required by Saudi
Labor and Workman Law. The benefit is based on employees’ final salaries and allowances and their cumulative years
of service, as stated in the laws of Saudi Arabia.

The most recent actuarial valuation was performed by an independent, qualified actuary, licensed by the Saudi Central
Bank, using the projected unit credit method.

Key actuarial assumptions

2021 2020
Salary increase rate 2.40% 1.9%
Discount rate 2.40% 1.9%
Number of employees covered under terminal benefits plan 1,280 1,354
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19 EMPLOYEES' TERMINAL BENEFITS LIABILITIES (CONTINUED)

Employees’ end of service benefit expense:

2021 2020
SR SR
Current service cost 7,341,668 6,355,891
Interest cost on employees’ terminal benefit liabilities 1,156,008 487,090
Total benefit expense 8,497,676 6,842,981

Actuarial gains (losses)
The actuarial gains (losses) charged to the consolidated statement of comprehensive income are as follows:

2021 2020
SR SR
Actuarial (losses) / gains on employees’ terminal benefits liabilities (737,058) 2,552,300

Movement of present value of employees' terminal benefits liabilities for the two years ended 31 December:

2021 2020
SR SR
Opening present value of employees' terminal benefits liabilities 59,915,810 62,911,547
Employees’ terminal benefit expense 8,497,676 6,842,981
Employees' terminal benefits paid (7,552,755) (7,286,418)
Actuarial loss / (gain) on employees’ terminal benefit liabilities 737,058 (2,552,300)
Closing present value of employees' terminal benefits liabilities 61,597,789 59,915,810

Sensitivity analysis
A quantitative sensitivity analysis for significant assumption on the employees' terminal benefits liabilities as
at 31 December is shown below:

Assumptions Salary increment rate Discount rate
Sensitivity level 50 bps 50 bps 50 bps 50 bps
increase decrease increase decrease
SR SR SR SR
2021 63,156,774 58,308,774 58,414,598 63,066,458
2020 61,621,676 56,682,266 56,786,139 61,533,697

The sensitivity analysis above has been undertaken based on a method that extrapolates the impact on the
employee defined benefits obligation as a result of reasonable changes in key assumptions occurring at the end
of the reporting period. The sensitivity analysis is based on a change in a significant assumption, keeping all
other assumptions constant. The sensitivity analysis may not be representative of an actual change in the
employee defined benefits obligation as it is unlikely that changes in assumptions would occur in isolation of
one another.
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19 EMPLOYEES' TERMINAL BENEFITS LIABILITIES (CONTINUED)

The following represents the amounts expected to be paid or compensation for employees' terminal benefits that are
planned for the coming years:

2021 2020
SR SR
Within 12 months (the next current period) 7,992,876 3,411,585
From two years to five years 29,795,183 28,854,952
More than five years 31,454,986 31,611,211

69,243,045 63,877,748

20 SHARE CAPITAL

The authorised, issued and fully paid share capital of the Company consists of 100 million shares of SR 10 each (2020:
100 million shares of SR 10 each).

21 STATUTORY RESERVE

In accordance with the Company's bylaws, the Company is required to transfer 10% of its annual net income to a
statutory reserve until the reserve equals to 30% of the paid share capital. Statutory reserve balance reached 50% of the
share capital due to transfers in the prior years and the Company decided to discontinue such transfers. This reserve is
not available for distribution.

22 CONSENSUAL RESERVE

In accordance with the Company’s By-law, the Company allocates 5% of its annual net income to a consensual reserve.
Due to transfers in prior years, the Company has decided to discontinue such transfer. In December 2021, the General
Assembly has resolved to transfer SR 143,002,490 to retained earnings.

23 DIVIDENDS PAYABLE

On 18 February 2020, the Board of Directors approved the distribution of cash dividend of SR 50 million (SR 0.5 per
share) for the year ended 31 December 2020 which was approved at the General Assembly in its meeting held on 26
April 2020.

As at 31 December 2021, current liabilities include the balance of dividends payable amounting to SR 43.9 million
(2020: SR 44.3 million), which represents amounts due to shareholders for dividends in previous years that were not
claimed by them as at the date of the consolidated statement of financial position.
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24 REVENUE FROM CONTRACTS WITH CUSTOMERS

The following is the disaggregation of the Group’s revenue from contracts with customers for the years ended 31

December:
Property
2021 Hospitality Rental Management Total
SR SR SR SR
Type of goods or service
Hospitality services - rooms 228,011,176 - - 228,011,176
Sales of goods - food and beverage 82,322,315 - - 82,322,315
Other hospitality revenues 38,049,430 - - 38,049,430
Rental income - 123,246,132 - 123,246,132
Management fee - - 1,520,903 1,520,903
Total revenue from contracts with customers 348,382,921 123,246,132 1,520,903 473,149,956
Timing of revenue recognition
Over time 266,060,606 123,246,132 1,520,903 390,827,641
At a point in time 82,322,315 - - 82,322,315
Total revenue from contracts with customers 348,382,921 123,246,132 1,520,903 473,149,956
Property
2020 Hospitality Rental Management Total
SR SR SR SR
Type of goods or service
Hospitality services - rooms 206,117,901 - - 206,117,901
Sales of goods - food and beverage 82,918,765 - - 82,918,765
Other hospitality revenues 31,996,953 - - 31,996,953
Rental income - 119,617,815 - 119,617,815
Management fee - - 1,668,123 1,668,123
Total revenue from contracts with customers 321,033,619 119,617,815 1,668,123 442,319,557
Timing of revenue recognition
Over time 238,114,854 119,617,815 1,668,123 359,400,792
At a point in time 82,918,765 - - 82,918,765
Total revenue from contracts with customers 321,033,619 119,617,815 1,668,123 442,319,557
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25 COST OF REVENUE

2021 2020
SR SR
Salaries and benefits 147,962,737 116,673,442
Depreciation of property and equipment and right of use assets (notes 12
and 13) 112,437,118 100,730,189
Operating supplies 41,037,242 53,837,112
Food and beverage 37,200,610 25,840,997
Utilities 25,465,865 22,226,112
Repair and maintenance 14,329,617 13,668,403
Service and operation fees 13,986,890 18,659,049
Advertising and promotion activities 13,976,263 18,611,756
Commission for travelling agency and credit cards 4,990,025 1,894,391
Security and guarding 1,299,806 477,102
Pre-operating expenses - 2,444,470
Allowance for slow moving inventory (note 9) - 1,749,662
Others 965,811 4,682,615
413,651,984 381,495,300
26 GENERAL AND ADMINISTRATIVE EXPENSES
2021 2020
SR SR
Salaries and other employee benefits 16,874,584 19,383,580
Professional fee 4,274,097 9,379,682
Board of Director remuneration 3,774,000 3,150,000
Subscription 2,788,284 1,779,754
Depreciation of property and equipment (note 13) 2,110,116 4,230,040
Hospitalities 467,657 840,105
Charge of provision for expected credit loss (note 6) (734,182) 6,401,660
Others 1,737,157 8,431,543
31,291,713 53,596,364
27 OTHER INCOME (EXPENSE), NET
2021 2020
SR SR
Consultancy expense (a) (6,975,278) -
Income from a contractor's settlement (b) 9,120,000 -
Accruals no longer required (c) 5,000,000 -
Reimbursement from ZATCA 1,799,088 -
Others, net 1,109,309 630,469

10,053,119 630,469

(a) The Company incurred certain expenses of due diligence and other professional services as a result of proposed
merger activities that was later suspended in 2022.
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27 OTHER INCOME (EXPENSE), NET (CONTINUED)

(b) During 2021, the Company has signed a final settlement agreement with a contractor who agreed to settle portion
of the Company’s claim in relation to one of the real estate projects. This claim has been fully written off from the
Company’s books in prior years.

(c) During 2019, the Company has made a provision for contingent maintenance and other pre-opening expenses of
newly constructed hotel. Excess provision has been reversed in 2021.

28 COMMITMENTS AND CONTINGENCIES

Capital commitments

During the year ended 31 December 2021, the Group has entered into capital commitments of SR 117.8 million (2020:
SR 25.6 million) related to its capital work in progress. The Group has capital commitment in relation to equity
accounted investees’ projects under construction of SR 116 million.

Contingencies
a)  As at 31 December 2021, the Group had issued letters of guarantee amounting to SR 30.2 million (2020: SR 38.9
million). These guarantees are without cash margin.

b) For Zakat related matters, refer to note 18.

Legal claim contingency

In 2018 the Company entered into two Interest Rate Swap derivative agreements (“the agreements”) with a local
financial institution. During 2020, the Company disputed the validity of these agreements and filed a lawsuit (“the
Lawsuit”) against the financial institution before the Committee for Resolution of Securities Disputes (“the CRSD”).
During 2021, the CRSD issued its decision to dismiss the Lawsuit due to Lack of Jurisdiction. Further, the Appeal
Committee for Resolution of Securities Disputes (“the ACRSD”) has endorsed the CRSD decision. On 10 March 2022,
the Company has filed a law suit to the Banking Disputes Committee at the Saudi Central Bank (“SAMA”) to revoke
the agreements. The potential outcome of the new claim cannot be reasonably estimated as this stage.
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29 BASIC AND DILUTED EARNINGS PER SHARE

Basic and diluted earnings per share is calculated by dividing the profit for the year attributable to equity holders of the
Company by the weighted average number of ordinary shares outstanding during the year plus the weighted average
number of ordinary shares that would be issued on conversion of all the dilutive potential ordinary shares into ordinary

shares.
2021 2020
SR SR
Loss for the year attributable to the equity holders of the Parent (15,184,007) (49,494,612)
Weighted average number of outstanding shares 100,000,000 100,000,000
Basic and diluted loss per share (0.15) (0.49)

30 CAPITAL MANAGEMENT

The Group’s policy is to maintain a strong capital base to maintain investor, creditor and market confidence and to
sustain future development of the business. The Group monitors capital using a ratio of ‘net debt’ to ‘equity’. Net debt
is calculated as term loans, lease liabilities, trade payables, due to related parties and accrued expenses and other current
liabilities (as shown in the consolidated statement of financial position) less cash and cash equivalents.

Equity comprises all components of equity.

The Group’s net debt to equity ratio as at 31 December was as follows:

2021 2020
SR SR
Term loans 1,017,271,663  1,033,905,432
Lease liabilities 345,652,935 385,880,458
Due to related parties 37,158,747 37,974,216
Accrued expenses and other current liabilities 161,588,296 169,247,660

1,561,671,641 1,627,007,766

Less: cash and cash equivalents (91,647,932) (94,828,467)

Net debt 1,470,023,709  1,532,179,299

Total equity 1,682,980,838 1,697,729,971

Gearing ratio 87% 90%
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31 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Financial instr ts risk manag t objectives and policies

The Group is subject to various financial risks due to its activities including: Market risk (including currency risk, fair
value and cash flows of interest rate risk), credit risk and liquidity risk. The Group’s overall risk management
programme focuses on the unpredictability of financial markets and seeks to minimize potential adverse effects on the

financial performance of the Group.

Senior management is responsible for risk management. Financial instruments carried on the consolidated statement of
financial position include cash and bank balances, short term deposits, investments, trade receivables, due from/to
related parties, term loans, and trade payables. The particular recognition methods adopted are disclosed in the
accounting policies associated with each item. Financial asset and liability is offset and net amount is reported in the
consolidated financial statements, when the Group has a legally enforceable right to set off the recognised amounts and
intends either to settle on a net basis, or to realise the asset and liability simultaneously.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, profit rates and equity prices, will
affect the Group’s income or the value of its holdings of financial instruments. The objective of market risk management
is to manage and control market risk exposures within acceptable parameters, while optimising the return.

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates.
The Group’s transactions are principally in Saudi Riyals and US Dollars. As Saudi Riyal is pegged to the US Dollar,
the Group is not exposed to significant risk.

The management closely and continuously monitors the exchange rate fluctuations.

Interest rate risk

Fair value and cash flow interest rate risks are the exposures to various risk associated with the effect of fluctuations in
the prevailing interest rates on the Group’s financial position and cash flows. The Group’s exposure to interest rate risk
primarily relates to the Group’s term loans. The Group manage its financing through optimising available cash and
minimising term loans.

At 31 December 2021, if the interest rate were to vary by +/- 1%, there would be a maximum increase or decrease in
the interest expense by Saudi Riyals 10.02 million (2020: Saudi Riyals 10.03 million) effecting the loss for the year.

Credit risk

Credit risk is the risk that counterparty will not meet its obligations under a financial instrument or customer contract,
leading to a financial loss. The Group is exposed to credit risk from its trade receivables, bank balances and short-term
deposits and due from related parties as of 31 December:

2021 2020
SR SR
Bank balances and short-term deposits 91,647,932 94,828,467
Trade receivables 145,241,390 116,940,868
Due from related parties 3,710,899 2,367,809
240,600,221 214,137,144

The carrying amount of financial assets represents the maximum credit exposure.

Bank balances and short term deposits

The Group has kept its surplus funds with banks in Kingdom of Saudi Arabia having sound credit ratings, therefore,
credit risk on bank balance and short term deposits is considered by management to be insignificant.
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31 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)
Credit risk (continued)

Trade receivables

Customer credit risk is managed subject to the Group’s established policy, procedures and control relating to customer
credit risk management. Credit quality of the customer assessed based on an extensive credit rating scorecard and
individual credit limits defined in accordance with this assessment.

The Group measures the trade receivable net of provision for expected credit loss. For trade receivables, the Group
applies a simplified approach in calculating expected credit losses (ECLs).

Therefore, the Group does not track changes in credit risk, but instead recognises a loss allowance based on lifetime
ECLs at each reporting date. The Group 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 (see note 6).

As at 31 December 2021, more than 22% (2020: 36%) of the Group’s customers are corporate, and an expected credit
loss has been recognised against these customers amounted to SR 3.3 million (2020: SR 3.4 million).

In monitoring customer credit risk, customers are grouped according to their credit characteristics, including whether
they are an individual or corporate, their geographic location, industry, trade history with the Group and existence of
previous financial difficulties.

Due from related parties

The Group has not recorded any impairment of receivables relating to amounts owed by related parties. This assessment
is undertaken at each reporting period by examining the financial position of each related party and the market in which
the related party operates.

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in raising funds to meet commitments associated with
financial instruments. Liquidity risk may result from an inability to sell a financial asset quickly at an amount close to
its fair value. Liquidity risk is managed by monitoring on a regular basis that sufficient funds are available through
committed credit facilities to meet any future commitments.

The Group’s objective is to maintain a balance between continuity of funding and flexibility through the use of bank
overdrafts and bank loans.

The table below summarises the maturity profile of the Group’s financial liabilities based on contractual undiscounted
payments as at 31 December:
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31 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)

Within 1 year 1 to 5 years More than 5 years Total
2021 SR SR SR
Term loans 271,761,088 745,510,575 - 1,017,271,663
Trade payables 41,327,895 - - 41,327,895
Accrued expenses and other payable 161,588,296 - - 161,588,296
Due to related parties 37,158,747 - - 37,158,747
Lease liabilities 43,343,159 39,923,384 262,386,392 345,652,935
555,179,185 785,433,959 262,386,392 1,602,999,536
Within 1 year 1 to 5 years More than 5 years Total
2020 SR SR SR
Term loans 209,537,984 824,367,448 - 1,033,905,432
Trade payables 36,368,079 - - 36,368,079
Accrued expenses and other payable 169,247,660 - - 169,247,660
Due to related parties 37,974,216 - - 37,974,216
Lease liabilities 29,433,114 86,428,086 270,019,258 385,880,458
482,561,053 910,795,534 270,019,258 1,663,375,845

32 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

Fair value is 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. Financial instruments comprise of financial assets and financial
liabilities. The Group’s financial assets consist of cash and bank balances, short term deposits, investments, trade
receivables and due from related parties. Its financial liabilities consist of term loans, trade payables and due to related
parties.

The management assessed that fair value of cash and bank balances, short term deposits, trade receivables, amounts
due from related parties, trade payables and amounts due to related parties approximate their carrying amounts largely
due to the short-term maturities of these instruments. As for term loans, the fair value does not materially differ from
the book value included in the consolidated financial statements as the current Murabaha rates prevailing in the market
for similar financial instruments do not significantly differ from the contracted prices.

The investment at FVOCI is classified within Level 3 of the fair value levels and measured by management at fair value
using the two income methods (discounted cash flows) and market (Price-to-earnings Ratio) methods.
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32 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS (CONTINUED)

Financial Assets

2021 2020
SR SR
Financial assets classified as available for sale
Investment at FVOCI 2,101,657 1,942,322
Financial assets carried at amortised cost
Trade receivables 145,241,390 116,940,868
Due from related parties 3,710,899 2,367,809
Total financial assets carried at amortised cost 148,952,289 119,308,677
Total financial assets 151,053,946 121,250,999
Total current financial assets 148,952,289 119,308,677
Total non-current financial assets 2,101,657 1,942,322

151,053,946 121,250,999

Financial liabilities

2021 2020
SR SR

Financial liabilities carried at amortised cost

Trade payables 41,327,895 36,368,079
Term loans 1,017,271,663 1,033,905,432
Due to related parties 37,158,747 37,974,216
Total financial liabilities carried at amortised cost 1,095,758,305 1,108,247,727
Total current financial liabilities 350,247,730 283,880,279
Total non-current financial liabilities 745,510,575 824,367,448

1,095,758,305 1,108,247,727

33 IMPACT OF COVID-19

The spread of the COVID-19 was confirmed across many geographical areas in early 2020, causing fundamental
uncertainty about macroeconomics, disrupting business and economic activities. During March 2020, the Government
of Saudi Arabia took several initiatives to contain the spread of the virus, which included restrictions on travel,
gatherings and curfews.

The extent to which the pandemic impacts Group's business and operations is ascertainable but the financial impact
over the next 12 months cannot be measured reliably as it depends on various current factors and future developments,
that the Group may not be able to estimate reliably during the current year. These factors include the rate of virus
transmission, the duration of its outbreak and precautionary measures that government may take to reduce the spread
of the epidemic, and the impact of these measures on the economic activity, as well as the group's customers business
and other factors.
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33 IMPACT OF COVID-19 (CONTINUED)

Although it is now difficult to predict the overall impact and to how extent on business and economy, the Group's
management has made an assessment to the level of this impact on the group's overall operations, and estimated
assessing liquidity requirements and business, including travel restrictions and demand on the group's properties, etc.
The Group cannot confirm that its used assumptions above in estimates will be correct due to these uncertain situations.
In addition, the size, duration and speed of the global epidemic are uncertain, and therefore the management has taken
several steps to mitigate the effects of the epidemic, including cost-cutting measures. It also assessed the status of cash
flows including banking facilities, the continuity of existing leases and the readiness of operational procedures when
the situation improves.

In the light of the current uncertainty, any future changes in assumptions and estimates could lead to results that may
require substantial adjustments to the book values listed for assets or liabilities affected by these results in future periods.
Group management will continue to assess the impact based on foreseen developments, and will keep shareholders
updated as more information becomes available. Based on financial position and assessing potential scenarios,
management does not believe that there are any significant risks related to the going concern basis.

34 COMPARATIVE FIGURES

Certain of the comparative numbers have been reclassified to conform with the current year presentation.

35 SUBSEQUENT EVENTS

The Company’s board of directors agreed on 2 Dhul Qa’adah 1442H (corresponding to 12 June 2021) to start initial
discussions with Taiba Investments Company to study the merger of the two companies. After the initial discussions
and studies, on 12 March 2022, the boards of directors of the two companies have agreed to end the initial discussions
relating to the merger of the two companies and not to proceed with it.

There are no other matters that have occurred up to and including the date of the approval of the financial statements
which could materially affect the consolidated financial statements and the related disclosures for the year ended 31
December 2021.

36 APPROVAL OF THE CONSOLIDATED FINANCIAL STATEMENTS

These consolidated financial statements were approved by the Board of Directors on 23 Sha’aban 1443H (corresponding
to 26 March 2022).
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Independent Auditor’s Report
To the shareholders of Dur Hospitality Company
(A Saudi Joint Stock Company)

Opinion

We have audited the consolidated financial statements of Dur Hospitality Company (‘the Company”)and its
subsidiaries (ollectively referred to as “the Group”), which comprise the consolidated statement of
financial position as at 31 December 2022, and the consolidated statement of income, consolidated
statement of comprehensive income, consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the consolidated financial position of the Group as at 31 December 2022, and its consolidated financial
performance and consolidated cash flows for the year then ended in accordance with International Financial
Reporting Standards that are endorsed in the Kingdom of Saudi Arabia and other standards and
pronouncements that are endorsed by the Saudi Organization for Chartered and Professional Accountants.

Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing 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 Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the International Code of Ethics for Professional Accountants
(ncluding International Independence Standards), that is endorsed in the Kingdom of Saudi Arabia that is
relevant to our audit of the consolidated financial statements, and we have fulfilled our other ethical
responsibilities in accordance with this Code. 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 consolidated financial statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming auditor’s opinion
thereon, and we do not provide a separate opinion on these matters. For each matter below, our description
of how our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor's responsibilities for the audit of the
consolidated financial statements section of our report, including in relation to these matters. Accordingly,
our audit included the performance of procedures designed to respond to our assessment of the risks of
material misstatement of the consolidated financial statements. The results of our audit procedures,
including the procedures performed to address the matters below, provide the basis for our audit opinion
on the accompanying consolidated financial statements.
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Key audit matter

How our audit addressed the key audit matter

Impairment assessment of property and
lequipment and projects under construction

At 31 December 2022, total property and
equipment and projects under construction of
the Group amounted to SR 2,849 million,
representing 83.3% of total assets.

The carrying values of these property and
equipment and projects under construction are
reviewed by the management for potential
indicators of impairment and for those assets
where such indicators exist, management
determine the recoverable value.

We considered this as a key audit matter since
it requires a significant management judgment
in reviewing the existence of the impairment
indicators. Also, the potential impairment, if
any, may have significant impact on the
consolidated statement of financial position
and consolidated result of operations of the
Group.

Refer to note @-5) to the consolidated
financial statements for the accounting policy
of impairment of non-financial assets and note
@13) for the disclosure of property and
equipment and note (14) for the disclosure of
projects under construction

Audit procedures included, among others, the
following:

e Assessed the appropriateness of the
management’s procedures to ensure whether an
indication of impairment exists or not.

e Evaluating the Group's assumptions and
estimates to determine the recoverable value of
its assets, including those relating to occupancy
rates, average room rates, operating expense,
and discount rates.

e Reviewed the statement of operating income for
Cash Generating Units (CGU) associated with
property and equipment during the year.

e Reviewed the internal reports G(ncluding the
Board of Directors minutes of meetings) to
assess the future plans in relation to property
and equipment.

e Validated the mathematical accuracy of
impairment models and agreed relevant data to
the latest business plans and budgets.

e Assessed the adequacy of the Group's
disclosures relating to impairment of non-
financial assets in the consolidated financial
statements.
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Key Audit Matters (continued)
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Key audit matter

How our audit addressed the key audit matter

Legal complaint against a local financial
institution

As disclosed in note 24, to the consolidated | e
financial statements, the Company is
disputing the validity of two Interest Rate
Swap derivative agreements with notional
amount of SR 775 million (‘the agreements”)
with a local financial institution. On 10 March
2022, The Company filed a new lawsuit before
the Committee of Banking and Financial | e
Disputes and Violations.

The new lawsuit is still at preliminary stage at |
the Banking Disputes Committee and the
potential outcome cannot be reasonably
estimated at this stage.

Management had earlier not accounted for| o
these derivatives and our Audit report for
prior periods was qualified in respect of the
same. In the current year, management has |
rectified this by retrospectively accounting
for these derivatives.

We considered this as a key audit matter due
to the materiality of the agreements amount | o
and any unexpected adverse outcomes of the
Lawsuit which could impact the Group's
consolidated financial position, results of
operations or future cash flows.

Refer to note @-5) to the consolidated
financial statements for the accounting policy
of contingent liabilities, note @4) for the
disclosure of derivatives and note @5) for
prior periods adjustments.

Audit procedures
following:

included, among others, the

Obtained and read the agreements to obtain an
understanding of the underlying derivative deals
and the key terms. We also obtained a direct
confirmation from the financial institution on the
outstanding derivative deals and its market
valuation as of 31 December 2022.

Tested the fair values of derivatives disclosed in
notes to the consolidated financial statements.

Read the minutes of the meetings of the Board of
Directors and Audit Committee held during 2022
with a particular focus on the overall progress of
the Lawsuit.

Obtained letter from external legal counsel of the
Company'’s on the status of the legal proceeding.

Assessed retrospective error correction in the
prior periods and ensured such retrospective
adjustment as in note 35), is in compliance with
IAS @).

Assessed the adequacy of the relevant disclosure
included in the consolidated financial statements.
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Independent Auditor’s Report
To the shareholders of Dur Hospitality Company
(A Saudi Joint Stock Company) (continued)

Other information included in The Group’s 2022 Annual Report

Other information consists of the information included in the Group's 2022 annual report, other than the
consolidated financial statements and our auditor’s report thereon. The Board of Directors is responsible
for the other information in its annual report. The Group's 2022 annual report is expected to be made
available to us after the date of this auditor's report.

Our opinion on the consolidated financial statements does not cover the other information and we will not
express any form of assurance conclusion thereon.

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

Responsibilities of the Board of Directors and Those Charged with Governance for the Consolidated
Financial Statements

The Board of Directors is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with International Financial Reporting Standards that are endorsed in
the Kingdom of Saudi Arabia and other standards and pronouncements that are endorsed by the Saudi
Organization for Chartered and Professional Accountants and the provisions of Companies’ Law and
Company's By-laws, and for such internal control as the Board of Directors determines is necessary to
enable the preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the consolidated financial statements, the Board of Directors is responsible for assessing the
Group'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 the Board of Directors either intends to liquidate
the Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group's financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 International Standards on Auditing that are endorsed in the
Kingdom of Saudi Arabia 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
consolidated financial statements.

As part of an audit in accordance with International Standards on Auditing that are endorsed in the
Kingdom of Saudi Arabia, we exercise professional judgment and maintain professional skepticism
throughout the audit. We also:

e Identify and assess the risks of material misstatement of the consolidated 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.

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

2N
77 N\
JLoiiwm &y _
TAIBA INVESTMENTS Shareholder Circular ‘ 235

EY

Building a better
working wocld

Independent Auditor’s Report
To the shareholders of Dur Hospitality Company
(A Saudi Joint Stock Company) (cantinued)

Auditor's Responsibilities for the Audit of the Consolidated Financial Statements (centinued)

s Obtan an understanding of interna. contrel relevant to the audit 'n order to design audit procedures
that are approcrizte nthe cirgamstances, but not for the pursose of exprassing an opinion on the
effactiveness of tho Group's irternal controk,

+  Conclude on Lhe approprieleness of ke Board of Directors' use o the going concern basis of
accodnting and, based on ke audit cvidence obtained, whether a materia uncertainly exisls relatec
to events or conditizns that may cast significant doubt an the Group's «bil'ty lo contnue as a going
concern. If we conclude that a material uncerlainty exists, we are required 1o ¢ ow altentian in our
auditor's raport <o thz relaled disclosures in the consolidaied linancia statements or, if such
disclosures sre iradequate, to modify aur cpinion. Our conclusions are based on the audit evidence
obtained upto *he date of our auditer's report. However, [uture events or conditfcns may cause the
Croup Lo cease Lo CoNTinue ds @ goirg concem,

«  Evaluale the overall prosentation, structure and cantent of Lhe consclidated financizl statements,
including the disclosures, ard wrether the conselidated Tinarcial ssatemeants represenl the undarlying
transactions and events in a manner that achieves fair presartation.

v Chtain sufficient appropriate addit evidence regarding the financia! info: nalion of {he entitics or
husiress activities withir lhe Sroup to express an opimion on the consolidated financial statements.
We ara respensible for the direclion, supervision ard porformance of the grous audit, We recsin
soleiy resporsible fur var end’t ca'niar,

We communicatewill Lhose chargad with gove nance cegarding, ameng cther matsers, the planned scape
and traing of the addic end significant audit findings, including any signicant deficiencics in internal
centrol tnat we idantify during aur audit,

We also provide thase charged with governance with a statement thet wa have comalied with relavant
ethical requirements regarding dependence, and to commun'cate with them &l relalionships 2nd other
matters that may reasonably be thought 1o bear on our ingapendence, aro where applicable, actions
taken o eiiminate thieats or safeguards applied.

From the rmatters communicatiod with those charged with govemance, wo cetermine those matters that
were of mosl sicrificanca in the audit of *he consnlidated tinancial statements of the current period and
arc therefore the key audit ratters. We describe these matters in our asditer's report unless law or
requlation preelides pur'ic dsclosuse abaut the matter ar when, in estramely rare circumstances, we
determine that 2 matter should rot be communicated in our report begause the advarse conseguences of
doing 5o would ressonabily be exnected 1o outweigh the public interest Lenefits of such communication.

for Ernst & Young Professional Services

i . (7t B i
Fatad M. Al 1oaimi | 1
Certified Public Accountank I
License No. 354 ‘:
Riyadh: 8 Sha'ban L1441 i ! \

(28 1 ebruary 2023)
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Dur Hospitality Company
(A Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December 2022

31December 31 December 1 January

2022 2021 2021
Note SR SR SR
(Restated (Restated
Note 35) Note35)
ASSETS
CURRENT ASSETS
Cash and cash equivalents 5 79,705,336 91,647,932 102,476,383
Trade receivables 6 140,709,183 145,241,390 116,940,868
Prepayments and other current assets 7 89,176,047 90,835,419 127,373,729
Inventories 9 21,774,628 17,105,511 18,820,195
Derivative financial instrument 24 109,916 10,730,318 16,028,550
TOTAL CURRENT ASSETS 331,475,110 355,560,570 381,639,725
NON-CURRENT ASSETS
Investment at fair value through other comprehensive income
(FVOCI) 10 2,520,084 2,101,657 1,942,322
Investments in equity accounted investees 11 33,066,318 17,422,653 12,570,128
Right of use assets 12 201,999,960 229,561,108 279,408,479
Property and equipment 13 2,673,840,935 2,711,490,174 2,698,425,010
Projects under construction 14 175,213,850 95,507,055 124,946,460
TOTAL NON-CURRENT ASSETS 3,086,041,147 3,056,082,647 3,117,292,399
TOTAL ASSETS 3,418,116,257 3,411,643217  3,498,932,124
LIABILITIES AND EQUITY
LIABILITIES
CURRENT LIABILITIES
Term loans - current portion 16 171,007,341 292,592,272 209,537,984
Lease liabilities - current portion 17 34,472,722 43,343,159 29,433,114
Derivative financial instrument 24 - 56,542,575 106,697,719
Trade payables 19,156,286 41,327,895 36,368,079
Accrued expenses and other current liabilities 15 159,110,580 157,321,540 165,899,185
Due to related parties 8 35,522,175 37,158,747 37,974,216
Dividend payable 23 43,659,810 43,939,294 44,259,209
Provision for zakat 18 11,205,828 13,662,198 13,323,298
TOTAL CURRENT LIABILITIES 474,134,742 685,887,680 643,492,804
NON-CURRENT LIABILITIES
Term loans — non-current portion 16 928,786,254 745,510,575 824,367,448
Lease liabilities — non-current portion 17 296,207,390 302,309,776 356,447,344
Employees' terminal benefits liabilities 19 60,679,823 61,597,789 59,915,810
TOTAL NON-CURRENT LIABILITIES 1,285,673,467 1,109,418,140  1,240,730,602
TOTAL LIABILITIES 1,759,808,209  1,795,305,820  1,884,223,406
EQUITY
Share capital 20 1,000,000,000 1,000,000,000 1,000,000,000
Statutory reserve 21 500,000,000 500,000,000 500,000,000
Consensual reserve 22 - - 143,002,490
Retained earnings / (accumulated losses) 103,460,229 61,847,817  (81,636,325)
Revaluation reserve of investment at fair value through OCI 10 (4,479,916) (4,898,343) (5,057,678)
TOTAL EQUITY ATTRIBUTABLE TO
SHAREHOLDERS OF THE PARENT COMPANY 1,598,980,313  1,556,949,474  1,556,308,487
Non-controlling interests 59,327,735 59,387,923 58,400,231
TOTAL EQUITY 1,658,308,048 1,616,337,397 1,614,708,718
TOTAL LIABILITIES AND EQUITY 3,418,116,257 3,411,643,217 3,498,932,124

The attached notes 1 to 37 form an integral part of these consolidated financial statements.
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Dur Hospitality Company
(A Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF INCOME
For the year ended 31 December 2022

31 December 31 December
2022 2021
Note SR SR
(Restated
Note35)
REVENUE
Hospitality income 25 436,539,383 348,382,921
Rental income 25 128,829,786 123,246,132
Management fees income 25 3,025,917 1,520,903
TOTAL REVENUE 568,395,086 473,149,956
Cost of revenue 26 (433,448,952) (413,651,984)
GROSS PROFIT 134,946,134 59,497,972
EXPENSES
Selling and marketing expenses (3,096,931) (1,980,451)
General and administrative expenses 27 (42,465,431) (31,291,713)
Impairment of projects under construction 14 (27,432,684) -
TOTAL EXPENSES (72,995,046) (33,272,164)
OPERATING INCOME 61,951,088 26,225,808
Financial charges (41,297,157) (23,144,856)
Financial charges on lease liabilities 17 (14,165,906) (13,741,547)
Finance income 5 146,760 38,205
Other income, net 28 3,074,229 10,053,119
Net gain on derivative instruments at fair value through profit or loss 24 32,642,864 16,377,812
Share in results of equity accounted investees 11 2,374,225 (4,289,852)
INCOME BEFORE ZAKAT 44,726,103 11,518,689
Zakat 18 (4,575,343) (9,312,287)
NET INCOME FOR THE YEAR 40,150,760 2,206,402
Attributable to:
Equity holders of the parent 40,165,884 1,193,805
Non-controlling interests (15,124) 1,012,597
40,150,760 2,206,402

Earnings per share
Basic and diluted earnings per share for the attributable to
equity holders of the parent 30 0.40 0.01

The attached notes 1 to 37 form an integral part of these consolidated financial statements.
7
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2022

31 December
2021
SR
(Restated
Note35)

2,206,402

159,335

(737,058)

1,628,679

640,987
987,692

31 December
2022
Note SR
NET INCOME FOR THE YEAR 40,150,760
OTHER COMPREHENSIVE INCOME
Ttems that will not be reclassified to consolidated statement of
income:
Equity investment at FVOCI — net change in fair value 10 418,427
Actuarial gain / (loss) on re-measurement of employees’ terminal
benefits liabilities 19 1,401,464
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 41,970,651
Attributable to:
Equity holders of the parent 42,030,839
Non-controlling interests (60,188)
41,970,651

1,628,679

The attached notes 1 to 37 form an integral part of these consolidated financial statements.
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Dur Hospitality Company
(A Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2022

31 December 31 December

2022 2021
Note SR SR
(Restated
Note 35)
OPERATING ACTIVITIES
Income before zakat 44,726,103 11,518,689
Adjustments for:
Depreciation of property and equipment 13 100,692,976 100,179,813
Depreciation of right of use assets 12 13,524,044 14,367,421
Impairment of projects under construction 14 27,432,684 -
Provision / (reversal) of expected credit losses on trade receivables, net 6 4,817,360 (734,182)
Share in results of equity accounted investees 11 (2,374,225) 4,289,852
Loss / (gain) on sale of property and equipment 95,858 (236,929)
Gain form COVID-19 related rent concession (251,035) -
Gain on lease liability extinguishment - (1,058,171)
Provision for employees’ terminal benefits 19 8,432,343 8,497,676
Financial charges on lease liabilities 17 14,165,906 13,741,547
Financial charges on term loans 38,481,186 22,418,805
Gain on change in fair value of derivatives at FVTPL, net (45,922,173) (44,856,912)

203,821,027 128,127,609
Working capital changes:

Trade receivables (285,153) (27,566,340)
Prepayments and other current assets 1,659,372 36,538,310
Inventories (3,190,507) 1,714,684
Trade payables (22,171,609) 4,959,816
Accrued expenses and other current liabilities (7,899,414) 754,157
Due to related parties (1,636,572) (815,469)
Cash from operations 170,297,144 143,712,767
Zakat paid 18 (7,031,713) (8,973,387)
Employees' terminal benefits paid 19 (7,948,845) (7,552,755)
Net cash from operating activities 155,316,586 127,186,625
INVESTING ACTIVITIES
Additions to property and equipment 13 (22,474,292) (64,643,265)
Additions to projects under construction (146,510,981) (25,219,566)
Proceeds from sale of property and equipment 488,393 509,058
Additional investment in equity accounted investees 11 (17,019,440) (9,142,377)
Proceeds from investment in equity accounted investees 3,750,000 -
Net cash used in investing activities (181,766,320) (98,496,150)
FINANCING ACTIVITIES
Proceeds from term loans 340,457,382 158,070,470
Repayment of term loans (295,060,470) (174,704,239)
Dividends paid (279,484) (319,915)
Payments of lease liabilities (16,009,379) (18,322,287)
Financial charges paid on term loans (30,894,747) (25,074,139)
Net cash used in financing activities (1,786,698) (60,350,110)
NET DECREASE IN CASH AND CASH EQUIVALENTS (28,236,432) (31,659,635)
Cash and cash equivalents at the beginning of the year 70,816,748 102,476,383
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 5 42,580,316 70,816,748

The attached notes 1 to 37 form an integral part of these consolidated financial statements.
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Dur Hospitality Company
(A Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
For the year ended 31 December 2022

NON-CASH TRANASCATIONS:
31 December 31 December

2022 2021
SR SR

Transfer of projects under construction 14 42,632,306 55,550,309
Lease adjustments 12 (13,718,830) (55,289,857)
Finance cost on lease capitalized in projects under construction 840,515 891,338
Finance cost on term loans capitalized in projects under construction 2,102,015 -
Depreciation of right of use assets capitalized in projects under

construction 318,274 -
Transfer of consensual reserve 22 - 143,002,490

The attached notes 1 to 37 form an integral part of these consolidated financial statements.
11
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2022

1 ACTIVITIES

Dur Hospitality Company (the “Company” or the “Parent Company”) is a Saudi Joint Stock Company formed under the
Regulations for Companies and is registered in the Riyadh, Kingdom of Saudi Arabia (“KSA”) under the commercial
registration number 1010010726 dated 6 Muharram 1397H (corresponding to 27 December 1976).

The Company's principal activities comprise of the construction, acquisition, operation, management, through
partnership and rent of hotels, restaurants, motels, rest stops, entertainment centers, travel agencies, private and public
roads and tourism areas. In addition, the activities include the acquisition, development and sale of lands and construction
of buildings thereon or rent of lands, providing services to pilgrims and visitors of the Prophet's (PBUH) Mosque. The
Company carry out its activities by itself or through others jointly or separately.

These consolidated financial statements include the financial information of the Company and the following subsidiaries
(together referred to as the “Group”):

Direct and indirect

Ownership %
Share 31 December 31 December
Subsidiaries Capital 2022 2021
SR
Makkah Hotels Company Limited 165,600,000 99.44% 99.44%
Saudi Hotel Services Company 70,000,000 70% 70%
Alnakheel for Tourist Areas Company Limited 59,250,000 98.73% 98.73%
Nuzul Shada Hospitality Company 40,000,000 60% 60%
Tabuk Hotels Company Limited 27,300,000 97.14% 97.14%
Jude Alia Company Limited 100,000 99% 99%
Almasdar Alamny Company Limited 100,000 - 95%
Al Sawaed Al Kareemah Investment and Real Estate Development
Company 100,000 95% 95%
Sofraa Al Ewaa Hospitality Company (One Person Company) 100,000 100% 100%
Dara Oasis Company Limited (One Person Company) 100,000 100% 100%
Dur Real Estate Communities Company (One Person
Company) — formerly Almashrouat Almethaleyah Real Estate
Company 100,000 100% 100%
Alsarh Alaniq operation and maintenance Company (One Person
Company) 100,000 100% 100%

The following are details of the subsidiaries and their activities:

Makkah Hotels Company Limited

Makkah Hotels Company Limited is a Saudi limited liability company and is registered under the commercial registration
number 4031011879 dated 20 Ramadan 1402H (corresponding to 12 July 1982). The company is engaged in hospitality
services inside and outside the KSA. The company owns Makarem Ajyad Hotel in Makkah.

Saudi Hotel Services Company Limited

Saudi Hotel Services Company is a Saudi limited liability company and is registered under the commercial registration
number 1010010454 dated 11 Dhul-Qadah 1396H (corresponding to 4 November 1976). The company owns Crown
Plaza - Riyadh Palace Hotel.

Alnakheel for Tourist Areas Company Limited

Alnakheel for Tourist Areas Company Limited is a Saudi limited liability company and is registered under the
commercial registration number 4030092204 dated 22 Jumad Thani 1413H (corresponding to 17 December 1992). The
company owns Makarem Alnakheel Hotel and Resort in Jeddah.

Nuzul Shada Hospitaltiy Company

Nuzul Shada Hospitality Company is a Saudi limited liability company and is registered under the Commercial
Registration number 4030166369 dated 8 Muharram 1428H (corresponding to 27 January 2007). The company is
engaged in general construction of residential buildings, management and leasing of owned and leased real estate
(residential), and management and leasing of real estate owned or leased (non-residential).
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1 ACTIVITIES (CONTINUED)

Tabuk Hotels Company Limited

Tabuk Hotels Company Limited is a Saudi limited liability company and is registered under the commercial registration
number 3550006303 dated 5 Rabi Thani 1406H (corresponding to 17 December 1985). The company owns Holiday Inn
Tabuk Hotel.

Jude Alia Company Limited

Jude Alia Company Limited is a Saudi limited liability company and is registered under the commercial registration
number 1010428949 dated 25 Safar 1436H (corresponding to 17 December 2014). The principal activities of the
company include building and construction.

Almasdar Alamny Company Limited

Almasdar Alamny Company Limited is a Saudi limited liability company and is registered under the commercial
registration number 1010433370 dated 16 Rajab 1436H (corresponding to 5 May 2015). The company is engaged in
providing special civil security guard services in KSA pursuant to the Public Security letter number (3/1078413) dated
28 Rajab 1435H (corresponding to 27 May 2014). During the year 2022, the company has closed.

Al Sawaed Al Kareemah Investment and Real Estate Development Company

Al Sawaed Al Kareemah Investment and Real Estate Development Company is a Saudi limited liability company and is
registered under the commercial registration number 1010437489 dated 26 Dhul-Qadah 1436H (corresponding to 10
September 2015). The company is engaged in construction, transportation, storage, refrigeration, financial and business
services, as well as tourist accommodation services pursuant to the license of the Saudi Commission for Tourism and
National Heritage No. (37/0096/F) dated 6 Safar 1437H (corresponding to 18 November 2015).

Sofraa Al Ewaa Hospitality Company

Sofraa Al Ewaa Hospitality Company is Saudi One Person limited liability company and is registered under commercial
registration number 1010901133 dated 27 Safar 1439H (corresponding to 16 November 2017). The company is engaged
in providing hospitality services, establishment of restaurants, hotels and exhibitions.

Dara Oasis Company Limited

Dara Oasis Company Limited is a Saudi One Person limited liability company and is registered under commercial
registration number 1010901132 dated 27 Safar 1439H (corresponding to 16 November 2017). The company is engaged
in providing tourism activities.

Dur Real Estate Communities Company (One Person Company) — formerly Almashrouat Almethaleyah Real
Estate Company

Dur Real Estate Communities Company (one person company) is a Saudi limited liability company registered under CR
No. 1010596957 on 30 Muharram 1441H (corresponding to 29 September 2019). The main activity of the company is
the management and leasing of owned or leased residential and non-residential properties.

Alsarh Alaniq Operation and Maintenance Company
Alsarh Alaniq operation and maintenance Company (one-person company) is a Saudi limited liability company registered
under CR No. 1010596958 on 30 Muharram 1441H (corresponding to 29 September 2019). The main activity of the
company is cleaning of new buildings after construction.

2 SIGNIFICANT ACCOUNTING POLICIES
2.1 STATEMENT OF COMPLIANCE

These consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) as endorsed in KSA and other standards and pronouncements that are issued by the Saudi
Organization for Chartered and Professional Accountants (“SOCPA”) (referred to thereafter as “IFRS”).

2.2 BASIS OF MEASUREMENT

The consolidated financial statements have been prepared on a historical cost basis, except for:

- investment in equity instruments at FVOCI and derivative financial instruments, which are measured at fair value;
and

- employees’ end of service benefits which are measured under projected credit unit method.

Further, these consolidated financial statements have been prepared using accrual basis of accounting and on the basis
that it will continue to operate as a going concern.
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2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.3 FUNTIONAL AND PRESENTATION CURRENCY

These consolidated financial statements are presented in Saudi Riyals (“SR”), which is the functional and presentation
currency of the Group. These consolidated financial statements have been rounded-off to the nearest Saudi Riyal, unless
otherwise stated.

2.4 BASIS OF CONSOLIDATION

The consolidated financial statements comprise the financial statements of the Company and its subsidiaries as at 31
December 2022. The financial statements of the subsidiaries are prepared for the same reporting period as the Parent
Company, using consistent accounting policies.

Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement with the investee

and has the ability to affect those returns through its power over the investee. Specifically, the Group controls an investee

if, and only if, the Group has:

- Power over the investee (i.e., existing rights that give it the current ability to direct the relevant activities of the
investee);

- Exposure, or rights, to variable returns from its involvement with the investee; and

- The ability to use its power over the investee to affect its returns.

Generally, there is a presumption that a majority of voting rights results in control. In support of this assumption and,
when the Group has less than a majority of the voting rights or similar rights in the investee, the Group takes into
consideration all relevant facts and circumstances when determining whether it exercises control over the investee,
including:

- the contractual arrangement(s) with the other vote holders of the investee;
- Rights arising from other contractual arrangements;
- The Group’s voting rights and potential voting rights.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes to
one or more of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control over
the subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities, income and expenses of a
subsidiary acquired or disposed of during the period are included in the consolidated financial statements from the date
the Group gains control until the date the Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity holders of the Parent
Company and to the non-controlling interests, even if this results in the non-controlling interests having a deficit balance.

‘When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies in
line with the Group's accounting policies. All intragroup assets and liabilities, equity, income, expenses and cash flows
relating to transactions between members of the Group are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.
‘When a Group loses control over a subsidiary, it derecognizes the assets and liabilities of the subsidiary, and any related
non-controlling interest and other components of equity. Any resulting gain or loss is recognised in the consolidated
statement of income. Any investment retained is recognised at fair value.

Non-controllinginterest ("NCI") represents the interest in subsidiary companies, not held by the Group. For each business
combination, the Group elects whether to measure the non-controlling interest in the acquiree at fair value or at the
proportionate share of the acquiree’s identifiable net assets. Transactions with non-controlling interest parties are treated
as transactions with parties external to the Group.

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The following are the significant accounting policies applied by the Group in preparing these consolidated financial
statements:

Cash and cash equivalents

Cash and bank balances in the consolidated statement of financial position comprise cash at banks, cash on hand and
other short-term highly liquid investments, with original maturities of three months or less, which are subject to an
insignificant risk of changes in value. Bank overdrafts are deducted from above balances to arrive at cash and cash
equivalents for the purpose of consolidated statement of cash flows.
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2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIEIS (CONTINUED)

Current versus non-current classification
The Group presents assets and liabilities in the statement of financial position based on current/non-current classification.

An asset as current when it is:

e Expected to be realised or intended to be sold or consumed in the normal operating cycle,

e Itis held primarily for the purpose of trading,

e Expected to be realised within twelve months after the reporting period; or

e Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve months
after the reporting period.

All other assets are classified as non-current.

A liability is current when:

e Itis expected to be settled in the normal operating cycle;

e It is held primarily for the purpose of trading; or

e itis due to be settled within twelve months after the reporting period or there is no unconditional right to defer the
settlement of the liability for at least twelve months after the reporting period.

The Group classifies all other liabilities as non-current.
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

Initial recognition, classification and subsequent measurement

Trade receivables are initially recognised when they are originated. Trade receivables that do not contain a significant
financing component or for which the Group has applied the practical expedient are measured at the transaction price
determined under IFRS 15. All other financial assets are initially recognised when the Group becomes party to the
contractual provisions of the instrument at fair value plus or minus, in the case of a financial asset not at fair value through
profit or loss, transaction costs.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash flow
characteristics and the Group’s business model. Financial assets are classified, at initial recognition, as subsequently
measured at amortised cost, fair value through other comprehensive income (OCT), and fair value through profit or loss.

The Group has the following financial assets.

Financial assets at amortized cost:

A financial asset is measured at amortized cost if it meets both of the following conditions and is not designated as at

FVPL:

e the financial asset is held within a business model whose objective is to hold financial assets in order 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.

Financial assets at amortised cost are subsequently measured using the effective interest (“EIR”) method and are subject
to impairment. Gains and losses are recognised in consolidated statement of income when the asset is derecognised,
modified or impaired.

The Group’s financial assets at amortised cost includes trade receivables, contract assets and amounts due from related
parties.
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2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIEIS (CONTINUED)
Financial instruments (continued)

Financial assets (continued)

Financial assets at fair value through other comprehensive income (FVOCI)

On initial recognition, the Group may make an irrevocable election (on an instrument-by-instrument basis) to designate

investments in equity instruments as held at FVOCI. Designation at FVOCI is not permitted if the equity investments is

held for trading or if it is contingent consideration recognized by an acquirer in a business combination to which IFRS 3

applies. A financial asset is held for trading if:

e it has been acquired principally for the purpose of selling it in the near term; or

e on initial recognition it is part of a portfolio of identified financial instruments that the Group manages together and
has evidence of a recent actual pattern of short-term profit-taking; or

e itisa derivative (except for a derivative that is a financial guarantee contract or a designated and effective hedging
instrument).

Investments in equity investments held at FVOCI are initially measured at fair value plus transaction costs. Subsequently,
they are measured at fair value with gains and losses arising from changes in fair value recognized in other comprehensive
income and accumulated in the investments revaluation reserves. The cumulative gain or loss will not be reclassified to
consolidated statement of income on disposal of the equity investments, instead, they will be transferred to retained
earnings.

Dividends on these equity investments are recognized in consolidated statement of income when the Group’s right to
receive the dividends is established, unless the dividends clearly represent a recovery of part of the cost of the investment.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are carried in the consolidated statement of financial position at fair
value with net changes in fair value recognised in the consolidated statement of income. This category includes derivative
instruments.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is

primarily derecognized when:

e The right to receive cash flows from the asset have expired, or

e  The Group 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:
a) The Group has transferred substantially all the risks and rewards of the asset, or
b) the Group has neither transferred nor retained substantially all the risks and rewards of the asset, but has

transferred control of the asset.

Reclassifications
Financial assets are not reclassified subsequent to their initial recognition, except in the period after the Group changes
its business model for managing financial assets.

Impairment of financial assets

The Group 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 has occurred after the initial recognition of the
asset and that 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 the debtors or a group of debtors is experiencing significant
financial difficulty, default or delinquency in principal payments, the probability that they will enter bankruptcy or other
financial reorganisation and observable data indicating that there is a measurable decrease in the estimated future cash
flows, such as changes in arrears or economic conditions that correlate with defaults.

For trade receivables, the Group applies a simplified approach in calculating ECLs. Therefore, the Group does not track
changes in credit risk, but instead recognizes a loss allowance based on lifetime ECL at each reporting date. The Group
has established a provision matrix that is based in its historical credit loss experience, adjusted for forward-looking factors
specific to the debtors and the economic environment.
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2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIEIS (CONTINUED)

Financial instruments (continued)
Financial liabilities

Initial recognition and measurement

Financial liabilities are initially recognised when the Group becomes party to the contractual provisions of the instrument
and are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans and borrowings,
payables, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognized initially at fair value, and, in the case of loans and borrowings and payables, these
are stated net of directly attributable transaction costs.

The Group’s financial liabilities includes trade payable, term loans, amounts due to related parties and derivatives.

Financial liability at amortized cost (term loans)

This is the category most relevant to the Group. After initial recognition, interest-bearing term loans are subsequently
measured at amortised cost using the Effective Interest Rate (EIR) method. Gains and losses are recognised in
consolidated statement of income when the liabilities are derecognised as well as through the EIR amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are
integral part of the EIR. The EIR amortisation is included as finance costs in the consolidated statement of income.

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through profit or loss.

Financial liabilities are classified as held for trading if they are incurred for the purpose of repurchasing in the near term.
This category also includes derivative financial instruments entered into by the Group that are not designated as hedging
instruments in hedge relationships as defined by IFRS 9. Separated embedded derivatives are also classified as held for
trading unless they are designated as effective hedging instruments.

Gains or losses on liabilities held for trading are recognised in the consolidated statement of income. Financial liabilities
designated upon initial recognition at fair value through profit or loss are designated at the initial date of recognition, and
only if the criteria in IFRS 9 are satisfied. The Group has not designated any financial liability as at fair value through
profit or loss.

Derecognition

A financial liability is derecognized when the obligation under the liability is discharged, cancelled or expires. When an
existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is treated as the derecognition of the
original liability and the recognition of a new liability. The difference in the respective carrying amounts is recognised
in the consolidated statement of income.

Offsetting of financial instruments

Financial assets and financial liabilities are offset, and the net amount is reported in the consolidated statement of
financial position if there is a currently enforceable legal right to offset the recognised amounts and there is an intention
to settle on a net basis, to realise the assets and settle the liabilities simultaneously.

Derivative financial instruments
The derivative financial instruments are initially recognised at fair value on the date on which a derivative contract is
entered into and are subsequently remeasured at fair value.

Derivatives are carried as financial assets when the fair value is positive and as financial liabilities when the fair value is
negative.
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2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIEIS (CONTINUED)

Investment in associates and joint ventures
An associate is an entity over which the Group has significant influence. Significant influence is the power to participate
in the financial and operating policy decisions of the investee but is not control or joint control over those policies.

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement have rights
to the net assets of the joint venture. Joint control is the contractually agreed sharing of control of an arrangement, which
exists only when decisions about the relevant activities require the unanimous consent of the parties sharing control.

The considerations made in determining significant influence or joint control are similar to those necessary to determine
control over subsidiaries. The Group’s investment in its associate and joint venture are accounted for using the equity
method.

Under the equity method, the investment in is initially recognised at cost. The carrying amount of the investment is
adjusted to recognise changes in the Group’s share of net assets of the investees since the acquisition date. Goodwill
relating to the investees is included in the carrying amount of the investment and is not tested for impairment separately.

The consolidated statement of income reflects the Group’s share of the results of operations of the investees. Any change
in other comprehensive income (“OCI”) of those investees is presented as part of the consolidated statement of
comprehensive income of the Group. In addition, when there has been a change recognised directly in the equity of the
investees, the Group recognises its share of any changes, when applicable, in the consolidated statement of changes in
equity. Unrealised gains and losses resulting from transactions between the Group and the investees are eliminated to the
extent of the interest in those investees.

The aggregate of the Group’s share of profit or loss of investees is shown separately on the face of the consolidated
statement of income.

The consolidated financial statements of the investees are prepared for the same reporting period as the Group. When
necessary, adjustments are made to bring the accounting policies in line with those of the Group.

After application of the equity method, the Group determines whether it is necessary to recognise an impairment loss on
its investment in its investees. At each reporting date, the Group determines whether there is any objective evidence that
the investment in the investees is impaired. If there is such evidence, the Group calculates the amount of impairment as
the difference between the recoverable amount of the investee and its carrying value, and then recognises the loss as
‘share of net results of investment in equity accounted investees’ in the consolidated statement of income.

Upon loss of significant influence over the associate, the Group measures and recognises any retained investment at its
fair value. Any difference between the carrying amount of the associate or joint venture upon loss of significant influence
or joint control and the fair value of the retained investment and proceeds from disposal is recognised in profit or loss.

Right to use assets (ROU)

On initial recognition, at inception of the contract, the Group assesses whether the contract is, or contains, a lease. A
contract is, or contains, a lease if the contract conveys the right to control the use of an identified asset for a period of
time in exchange for consideration. Control is identified if most of the benefits are flowing to the Group and the Group
can direct the usage of such assets.

The Group applies the cost model, and measures right of use assets at cost:
e less any accumulated depreciation and any accumulated impairment losses; if any, and
e adjusted for any re-measurement of the lease liability for lease modifications, if any.

Right-of-use assets are depreciated on a straight-line basis over the shorter of the lease term and the estimated useful
lives of the assets as explained in accounting policy for property and equipment.

If there are additional costs such as site preparation, non-refundable deposits, application money, other expenses related
to the transaction, etc., these need to be added to the ROU asset value.
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2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIEIS (CONTINUED)

Property and equipment

Property and equipment are stated at cost, net of accumulated depreciation and/or accumulated impairment losses, if any.
Such cost includes the cost of replacing part of the property and equipment and borrowing costs (if any) for long-term
projects, if the recognition criteria are met. When significant parts of property and equipment are required to be replaced
at intervals, the Group depreciates them separately based on their specific useful lives. Likewise, when a major inspection
is performed, its cost is recognised in the carrying amount of the property and equipment as a replacement if the
recognition criteria are satisfied. All other repair and maintenance costs are recognised in statement of income as incurred.

Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets as follows:

Buildings 50-75 years Motor vehicle 4 years
Building improvements 5 - 10 years Machinery and equipment 5 years
Furniture 10 years Elevators and central air conditioning 40 years

An item of property and equipment is derecognized upon disposal or when no future economic benefits are expected
from its use. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included in the consolidated statement of income when the asset is
derecognised. The residual values, useful lives and methods of depreciation of property and equipment are reviewed at
each financial year end and adjusted prospectively, if appropriate

Projects under construction

Projects under construction are presented at cost and are not depreciated. Depreciation on projects under construction
commences when the assets are ready for their intended use and transferred to property and equipment. Finance charges
in respect of loans used to finance the construction of the qualifying assets are capitalized during the period of time
necessary to complete and prepare the asset for its intended use.

Impairment of non-financial assets

At each reporting date, the Group reviews the carrying amounts of its non-financial assets to determine whether there is
any indication of impairment. If any such indication exists, or when annual impairment testing for an asset is required,
then the asset’s recoverable amount is estimated.

The recoverable amount is the greater of the value in use and fair value less costs to sell. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset. The recoverable amount is determined for an
individual asset, unless the asset does not generate cash inflows that are largely independent of those from other assets
or groups of assets. Assets that cannot be tested individually, are grouped together into the smallest group of assets that
generates cash inflows from continuing use that are largely independent of the cash inflows of other assets or groups of
assets (the “cash-generating unit”, or “CGU”). If there is an indication that a corporate asset may be impaired, then the
recoverable amount is determined for the CGU to which the corporate asset belongs. An impairment loss is recognised
if the carrying amount of an asset or its CGU exceeds its estimated recoverable amount. Impairment losses are recognised
in the consolidated statement of income. Impairment losses recognised in respect of CGUs are allocated first to reduce
the carrying amount of any goodwill allocated to the units, and then to reduce the carrying amounts of the other assets in
the unit (group of units) on a pro rata basis.

For assets, excluding goodwill, an assessment is made at each reporting date to determine whether there is an indication
that previously recognised impairment losses no longer exist or have decreased. If such indication exists, the Group
estimates the asset’s or CGU’s recoverable amount. A previously recognised impairment loss is reversed only if there
has been a change in the assumptions used to determine the asset’s recoverable amount since the last impairment loss
was recognised. The reversal is limited so that the carrying amount of the asset does not exceed its recoverable amount,
nor exceed the carrying amount that would have been determined, net of depreciation, had no impairment loss been
recognised for the asset in prior years.
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2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIEIS (CONTINUED)
Dividends

The Group recognises a liability to make cash or non-cash distributions to shareholders when the distribution is authorised
and the distribution is no longer at the discretion of the Group. Final dividends are recognised as a liability at the time or
at the period of their approval by the General Assembly. Interim dividends are recorded as and when approved by the
Board of Directors. A corresponding amount is recognised directly in consolidated statement of changes in equity.

Zakat

The Company and its subsidiaries are subject to Zakat in accordance with the zakat regulation issued by the Zakat, Tax
and Customs Authority ("ZATCA") in the KSA, which is also subject to interpretations. The management establishes
provisions where appropriate on the basis of amounts expected to be paid to the ZATCA and periodically evaluates
positions taken in the Zakat returns with respect to situations in which applicable Zakat regulation is subject to
interpretation. The zakat provision is charged to the consolidated statement of income. Additional Zakat liability, if any,
related to prior years’ assessments arising from ZATCA are accounted for in the period in which the final assessments
are finalised.

Value-Added Tax ("VAT")

Expenses and assets are recognised net of the amount of value added tax, except, where VAT incurred on a purchase of
assets or services is not recoverable from the taxation authority, in which case VAT is recognized as part of the cost of
acquisition of the asset or as part of the expense item as applicable; and receivables and payables that are stated with the
amount of VAT included. The net amount of value added tax recoverable from, or payable to, the taxation authority is
included as part of receivables or payables in the consolidated statement of financial position.

Accruals
Liabilities are recognized for amounts to be paid in the future for goods or services received, whether billed by the
supplier or not.

Provisions, contingent assets and contingent liabilities

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a past event,
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation
and a reliable estimate can be made of the amount of the obligation. When the Group expects some or all of a
provision to be reimbursed, for example, under an insurance contract, the reimbursement is recognized as a separate
asset, but only when the reimbursement is virtually certain. The expense relating to a provision is presented in the
consolidated statement of income net of any reimbursement. If the effect of the time value of money is material,
provisions are discounted using a current rate that reflects, when appropriate, the risks specific to the liability. When
discounting is used, the increase in the provision due to the passage of time is recognised as a finance cost.

A provision for onerous contracts is measured at the present value of the lower of the expected cost of terminating
the contract and the expected net cost of continuing with the contract. Before a provision is established, the Group
recognises any impairment loss on the assets associated with that contract.

Contingent assets are not recognized in the consolidated financial statements but are disclosed when an inflow of
economic benefits is probable. Contingent liabilities are not recognized in the consolidated financial statements but are
disclosed unless the possibility of an outflow of resources embodying economic benefits is remote.

Inventories

Inventories are measured at the lower of cost or net realizable value. Cost is determined using the weighted average
method. Cost of inventory includes purchase price plus all incurred expenditures in order to bring the inventory to its
existing location and condition. Net realisable value is the estimated selling price in the ordinary course of business,
less selling expenses. A provision for obsolete, slow moving and defective inventories is made, when necessary.

20

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

2N
77 N\
JLoiiwm &y .
TAIBA INVESTMENTS Shareholder Circular | 251

Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2022

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIEIS (CONTINUED)
Employees’ defined benefits

Short term employees’ benefits

Short term employee benefits are expensed as the related service is provided. A liability is recognised for the amount
expected to be paid if the Group has a present legal or constructive obligation to pay this amount as a result of past service
provided by the employee and the obligation can be estimated reliably.

Defined contribution plans

Retirement benefit in the form of General Organization of Social Insurance (“GOSI”) is a defined contribution scheme.
The Group has no obligation, other than the contribution payable to the GOSI. The Group recognises contribution payable
to the GOSI as an expense when due.

Defined benefit plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The net pension liability
recognised in the consolidated statement of financial position in respect of defined benefit post-employment plans is the
present value of the projected defined benefit obligation (DBO) at the statement of financial position date. The defined
benefit obligation is calculated annually by qualified actuaries using the projected unit credit method. Re-measurement
amounts, if any, are recognised immediately in the consolidated statement of financial position with a corresponding
debit or credit to retained earnings through OCI in the period in which they occur. Remeasurements are not reclassified
to profit or loss in subsequent periods.

Lease liabilities
On initial recognition, the lease liability is the present value of all remaining payments to the lessor. After the
commencement date, the Group measures the lease liability by:

a) Increasing the carrying amount to reflect incremental financing rate on the lease liability;
b) Reducing the carrying amount to reflect the lease payments made; and
¢) Re-measuring the carrying amount to reflect any re-assessment or lease modification.

The lease payments are discounted using the incremental borrowing rate, being the rate that the Group would have to
pay to borrow the funds necessary to obtain an asset of similar value in a similar economic environment with similar
terms and conditions.

Payments associated with short-term leases and leases of low-value assets are recognised on a straight-line basis as an
expense in the consolidated statement of comprehensive income Short-term leases are leases with a lease term of 12
months or less. Low-value assets comprise small items relating to office equipment.

Lease terms are negotiated on an individual basis and contain a wide range of different terms and conditions. The lease
agreements do not impose any covenants, but leased assets may not be used as security for borrowing purposes.

Group as a lessor (rental income)

When the Group acts as a lessor, it determines at the inception of the lease whether each lease is a finance lease or
operating lease. To classify each lease, the Group makes an overall assessment whether the lease transfers substantially
all the risks and rewards incidental to the ownership of the underlying asset. If that is the case then the lease finance
lease, otherwise it is an operating lease.

The Group does not have any finance leases as a lessor. The Group recognises lease payments under the operating leases
as income on straight-line basis over the lease term.

Statement of cash flows
The Group has classified the cash payments of principal and finance cost elements of leases as financing activities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2022

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIEIS (CONTINUED)

Fair value measurement

Fair value is 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 fair value measurement is based on the presumption that the transaction
to sell the asset or transfer the liability takes place either:

- In the principal market for the asset or liability; or
- In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Group. The fair value of an asset or a liability
is measured using the assumptions that market participants would use when pricing the asset or liability, assuming that
market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to generate economic
benefits from the asset’s highest and best use or by selling it to another market participant that would utilize the asset in
its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available
to measure fair value, maximising the use of relevant observable inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the
fair value measurement as a whole:

* Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities

« Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable

« Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable

For assets and liabilities that are recognised in the consolidated financial statements at fair value on a recurring basis, the
Group determines whether transfers have occurred between levels in the hierarchy by re-assessing categorisation (based
on the lowest level input that is significant to the fair value measurement as a whole) at the end of each reporting period.

Revenues

The Group recognizes revenue from contracts with customers based on a five-step model as set out in IFRS 15:
Step 1. Identify the contract(s) with a customer: A contract is defined as an agreement between two or more parties that
creates enforceable rights and obligations and sets out the criteria for every contract that must be met.

Step 2. Identify the performance obligations in the contract: A performance obligation is a promise in a contract with a
customer to transfer a good or service to the customer.

Step 3. Determine the transaction price: the transaction price is the amount of consideration to which the Group expects
to be entitled in exchange for transferring promised goods or services to a customer, excluding amounts collected
on behalf of third parties.

Step 4. Allocate the transaction price to the performance obligations in the contract: For a contract that has more than
on performance obligation, the Group will allocate the transaction price to each performance obligation in an
amount that depicts the amount of consideration to which the Group expects to be entitled in exchange for
satisfying each performance obligation.

Step 5. Recognize revenue when (or as) the entity satisfies a performance obligation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2022

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIEIS (CONTINUED)
Revenues (continued)

Revenues from sales of food and beverages

Revenue are recognized at a point of time when the control over the goods or services is transferred to the customer in
an amount that reflects the compensation earned by the Group for those goods. The Group has generally concluded that
it is the principal in its revenue arrangements because it typically controls the goods before transferring them to the
customer.

Revenues for rooms
Revenue from rooms occupancy is recognized over time.

Revenues from other hospitality services
Revenues from other hospitality services provided in the Group's hotels are recognized when the services are provided
to the customer.

Properties management fees

Earned from hotels managed by the Group, usually under long-term contracts with the hotel owners. Management fees
include a base fee, which is generally a percentage of hotel revenue, and/or an incentive fee, which is generally based on
the hotel’s profitability; recognised when earned on an accrual basis under the terms of the contract.

Costs and expenses

Expenses are recognized when incurred on accrual basis of accounting. Expenses are classified as follows:

(a) Cost of revenue: These include the cost directly attributable to sales of goods and provision of services, i.e. directly
related to revenue recognized.

(b) Selling and marketing: These are arising from the Group’s efforts underlying the selling and marketing functions.

(c) General and administrative expenses: All other expenses other than finance costs are classified as general and
administrative expenses.

Allocations between cost of revenue, selling and marketing expenses and general and administrative expenses, when
required, are made on consistent basis.

Finance income and finance cost

Finance income includes interest income which is recognized as it accrues in consolidated statement of income, using
the effective interest method. Dividend income is recognized in consolidated statement of income on the date that the
Group’s right to receive payment is established.

Finance costs comprise financial charges on term loans that are recognized in consolidated statement of income.
Borrowing costs that are not directly attributable to the acquisition, construction or production of a qualifying asset are
recognized in consolidated statement of income using the effective interest method.

Foreign currency gains and losses are reported on a net basis within finance cost.

Transactions and balances
Transactions in foreign currencies are initially recorded by the Group entities at their respective functional currency spot
rate at the date the transaction first qualifies for recognition.

Foreign currencies

The Group’s consolidated financial statements are presented in Saudi Riyal, which is also the Group's functional
currency. For each entity, the Group determines the functional currency and items included in the financial statements of
each entity are measured using that functional currency. The Group uses the direct method of consolidation and on
disposal of a foreign operation, the gain or loss that is reclassified to consolidated statement of income reflects the amount
that arises from using this method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2022

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIEIS (CONTINUED)

Foreign currencies (continued)

Monetary assets and liabilities denominated in foreign currencies are retranslated at the rate of exchange ruling at the
consolidated financial statements date. All differences are recognised in consolidated statement of income. Non-monetary
items that are measured in terms of historical cost in a foreign currency are translated using the exchange rates at the
dates of the initial transactions.

Segment information

A segment is a component of the Group 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 Group’s other components. All
operating segments’ operating results are reviewed by the Group’s Chief Operating Decision maker to make decision
about resources to be allocated to the segment and to assess its performance, and for which discrete financial information
is available.

2.6 NEW STANDARD ISSUES, STANDARD ISSUED AND EFFECTIVE

Following are standards and amendments, which are effective for annual periods beginning on or before 1 January 2022
(unless otherwise stated):

- Onerous Contracts — Costs of Fulfilling a Contract — Amendments to IAS 37

- Reference to the Conceptual Framework — Amendments to IFRS 3

- Property, Plant and Equipment: Proceeds before Intended Use — Amendments to IAS 16

- IFRS 1 First-time Adoption of International Financial Reporting Standards — Subsidiary as a first-time adopter

- IFRS 9 Financial Instruments — Fees in the *10 per cent’ test for derecognition of financial liabilities

- IAS 41 Agriculture — Taxation in fair value measurements

These amendments had no impact on the consolidated financial statements of the Group.

The Group has not early adopted any other standard, interpretation or amendment that has been issued but is not yet
effective.

2.7 NEW STANDARD ISSUES, STANDARD ISSUED BUT NOT YET EFFECTIVE

There are new and amended standards and interpretations that are issued, but not yet effective, up to the date of issuance
of the Group’s financial statements as listed.

Name of standard, amendment, or interpretation Effective date
- IFRS 17 Insurance Contracts 1 January 2023
- Amendments to IAS 1: Classification of Liabilities as Current or Non-current 1 January 2023
- Definition of Accounting Estimates - Amendments to IAS 8 1 January 2023
- Disclosure of Accounting Policies - Amendments to IAS 1 and IFRS Practice Statement 2 1 January 2023
- Deferred Tax related to Assets and Liabilities arising from a Single Transaction - 1 January 2023

Amendments to IAS 12

The Group intends to adopt these new and amended standards and interpretations, if applicable, when they become
effective.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2022

3 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

In preparing these consolidated financial statements, management has made estimates and assumptions that affect the
application of the Group’s accounting policies and the reported amounts of assets, liabilities, income and expenses and
the accompanying disclosures. Uncertainty about these assumptions and estimates could result in outcomes that require
a material adjustment to the carrying amount of assets or liabilities affected in future periods.

Core estimates and assumptions are reviewed on an on-going basis. Revisions to estimates are recognised prospectively.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that
have a risk of causing an adjustment to the carrying amounts of assets and liabilities within the next financial year, are
described below. The Group used its assumptions and estimates on parameters available when the consolidated financial
statements were prepared. Existing circumstances and assumptions about future developments, however, may change
due to market changes or circumstances arising that are beyond the control of the Group. Such changes are reflected in
the assumptions when they occur.

Impairment of non-financial assets

Impairment exists when the carrying value of an asset or cash generating unit (CGU) exceeds its recoverable amount,
which is the higher of its fair value less costs of disposal and its value in use. The fair value less costs of disposal
calculation is based on available data from binding sales transactions, conducted at arm’s length, for similar assets or
observable market prices less incremental costs for disposing of the asset. The value in use calculation is based on
Discounted Cash Flow model (“DCEF”). The cash flows are derived from the budget for the next five years and do not
include restructuring activities that the Group is not yet committed to or significant future investments that will enhance
the performance of the assets of the CGU being tested. The recoverable amount is most sensitive to the discount rate
used for the DCF model as well as the expected future cash-inflows and the growth rate used for extrapolation purposes.

Expected credit losses for trade receivables

The Group has applied the standard’s simplified approach of impairment in accordance with IFRS 9 and has calculated
ECLs based on lifetime expected credit losses. The Group has established a provision matrix that is based on its historical
credit loss experience for groupings of various customer segments that have similar loss patterns, adjusted for forward-
looking factors specific to the debtors and the economic environment. The assessment of the correlation between
historical observed default rates, forecast economic conditions and ECLs is a significant estimate. The amount of ECLs
is sensitive to changes in circumstances and of forecast economic conditions. The Group’s historical credit loss
experience and forecast of economic conditions may also not be representative of customer’s actual default in the future.

Employees’ defined benefit obligations

The Employees' defined benefit obligations are determined using actuarial valuations. An actuarial valuation involves
making various assumptions, which may differ from actual developments in the future. These include the determination
of the discount rate, future salary increases, mortality rates and future pension increases. Due to the complexity of the
valuation, the underlying assumptions, and its long-term nature, a DBO is highly sensitive to changes in these
assumptions. All assumptions are reviewed annually.

Useful lives and residual values of property and equipment

The management reviews useful lives and residual values of property and equipment annually. Any change in the
estimated useful life or depreciation pattern will be accounted for prospectively. There was no change in useful lives of
property and equipment during the year.

Going concern

The consolidated financial statements have been prepared under the going concern basis. The Group’s management has
made an assessment of the Group’s ability to continue as a going concern and is satisfied that the Group has the resources
to continue in business for the foreseeable future. Furthermore, the management is not aware of any material uncertainties
that may cast significant doubt upon the Group's ability to continue as a going concern.
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3 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (CONTINUED)

Estimates and assumptions (continued)

Fair value measurement of financial instruments

When the fair values of financial assets and financial liabilities recorded in the consolidated statement of financial
position cannot be measured based on quoted prices in active markets, their fair value is measured using valuation
techniques including the discounted cash flow (DCF) model. The inputs to these models are taken from observable
markets where possible, but where this is not feasible, a degree of judgement is required in establishing fair values.
Judgements include considerations of inputs such as liquidity risk, credit risk and volatility. Changes in assumptions
relating to these factors could affect the reported fair value of financial instruments.

Leases - Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in the lease, therefore, it uses its incremental borrowing
rate (IBR) to measure lease liabilities. The IBR is the rate of interest that the Group would have to pay to borrow over a
similar term, and with a similar security, the funds necessary to obtain an asset of a similar value to the right-of-use asset
in a similar economic environment. The IBR therefore reflects what the Group ‘would have to pay’, which requires
estimation when no observable rates are available (such as for subsidiaries that do not enter into financing transactions)
or when they need to be adjusted to reflect the terms and conditions of the lease (for example, when leases are not in the
subsidiary’s functional currency). The Group estimates the IBR using observable inputs (such as market interest rates)
when available and is required to make certain entity-specific estimates (such as the subsidiary’s stand-alone credit
rating).

Judgements

Determining the lease term of contracts with renewal and termination options — Group as lessee

The Group determines the lease term as the non-cancellable term of the lease, together with any periods covered by an
option to extend the lease if it is reasonably certain to be exercised, or any periods covered by an option to terminate the
lease, if it is reasonably certain not to be exercised.

The Group has several lease contracts that include extension and termination options. The Group applies judgement in
evaluating whether it is reasonably certain whether or not to exercise the option to renew or terminate the lease. That is,
it considers all relevant factors that create an economic incentive for it to exercise either the renewal or termination. After
the commencement date, the Group reassesses the lease term if there is a significant event or change in circumstances
that is within its control and affects its ability to exercise or not to exercise the option to renew or to terminate (e.g.,
construction of significant leasehold improvements or significant customisation to the leased asset).

Property lease classification — Group as lessor

The Group has entered into leases on its properties. The Group has determined, based on an evaluation of the terms and
conditions of the arrangements, such as the lease term not constituting a major part of the economic life of the commercial
property and the present value of the minimum lease payments not amounting to substantially all of the fair value of the
commercial property, that it retains substantially all the risks and rewards incidental to ownership of these properties and
accounts for the contracts as operating leases.
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4 OPERATING SEGMENTS

The Group has the following strategic divisions, which represents its reportable segments. These segments offer different
services and are managed separately because they have different economic characteristics — such as trends in sales
growth, rates of return and level of capital investment — and have different marketing strategies.

All the Group's businesses are located in the Kingdom of Saudi Arabia. The following summary describes the operations
of each reportable segment:

Hospitality represents hotels owned by the Group and revenues generated through them whether
:these hotels are operated by the Group or by a third party.

Property management represents management and operation of hotels and properties that are not owned by
: the Group.

Property rental represents properties owned by the Group which are leased to others. These properties
: primarily comprise of residential compounds and commercial complexes.

Others : represents corporate office and other support services departments.

Following is a summary of certain financial information for the two years ended 31 December:

2022 Property Property
SR Hospitality = management rental Others Eliminations Total
Revenue from external customer 436,539,383 3,025,917 128,829,786 - - 568,395,086
Inter-segment revenue 2,020,000 19,818,386 6,945,050 - (28,783,436) -
Cost of revenue 407,272,987 3,941,389 50,613,012 - (28,378,436) 433,448,952
Gross profit 31,286,396 18,902,914 85,161,824 - (405,000) 134,946,134
Depreciation of property and
equipment and right of use assets 89,942,263 - 24,274,757 - - 114,217,020
Property and equipment 1,798,007,890 - 875,833,045 - - 2,673,840,935
Right of use assets 183,237,994 - 18,761,966 - - 201,999,960
Projects under construction 107,930,528 - 67,283,322 - - 175,213,850
Total assets 1,428,516,112 7,430,804 1,779,042,826 660,497,974 (457,371,459) 3,418,116,257
Total liabilities 1,567,933,571 14,556,903 151,267,076 36,743,005 (10,692,346)  1,759,808,209
2021 Property Property
SR (Restated — Note 35) Hospitality management rental Others Eliminations Total
Revenue from external customer 348,382,921 1,520,903 123,246,132 - - 473,149,956
Inter-segment revenue 3,023,961 16,578,419 7,174,605 - (26,776,985) -
Cost of revenue 391,608,220 3,219,740 45,204,609 - (26,380,585) 413,651,984
Gross profit (40,201,338) 14,879,582 85,216,128 - (396,400) 59,497,972
Depreciation of property and
equipment and right of use assets 91,333,137 - 23,214,097 - - 114,547,234
Property and equipment 1,819,222,611 - 892,267,563 - - 2,711,490,174
Right of use assets 210,354,619 - 19,206,489 - - 229,561,108
Projects under construction 88,430,056 - 7,076,999 - - 95,507,055
Total assets 1,661,421,552 5,243,101 1,617,977,800 665,967,283  (538,966,519) 3,411,643,217
Total liabilities 1,601,897,574 12,365,194 142,239,452 77,968,520 (39,164,920) 1,795,305,820
27

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

PN
77 N\
258 | Shareholder Circular TAIBA INVESTMENTS

Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2022

4 OPERATING SEGMENTS (CONTINUED)

Reconciliation of information on reportable segments to income before zakat of the Group for the two years ended 31

December:
2022 2021
SR SR
(Restated
Note 35)
Gross profit of operating segments 134,946,134 59,497,972
Un-allocated amount:
Selling and marketing expenses (3,096,931) (1,980,451)
General and administration expenses (42,465,431) (31,291,713)
Impairment of projects under progress (27,432,684) -
Financial charges on term loans (41,297,157) (23,144,856)
Financial charges on lease liabilities (14,165,906) (13,741,547)
Finance income 146,760 38,205
Other income, net 3,074,229 10,053,119
Net gain on derivative financial instruments at FVTPL 32,642,864 16,377,812
Share in results of equity accounted investees 2,374,225 (4,289,852)
Total un-allocated amounts (90,220,031) (47,979,283)
Income before zakat 44,726,103 11,518,689
5 CASH AND CASH EQUIVALENTS
31December 31 December 1 January
2022 2021 2021
SR SR SR

(Restated (Restated

Note 35) Note 35)
Bank balances 68,056,286 73,860,474 85,564,893
Short term deposits 11,000,000 17,000,000 16,000,000
Cash on hand 649,050 787,458 911,490
Cash and cash equivalents 79,705,336 91,647,932 102,476,383
Bank overdraft (note 16) (37,125,020)  (20,831,184) -
Cash and cash equivalents (for consolidated statement of cash 42,580,316 70,816,748 102,476,383

flows)

(a) Short term deposits represent Murabaha deposits with commercial banks and the maturity average of those deposits
ranges between 30 to 90 days and bears an average Murabaha commission of 196 basis points. Finance income
amounted to SR 146,760 for the year ended 31 December 2022 (2021: SR 38,205).

(b) As at 31 December 2022, the Group has available cash facilities amounting SR 438.7 million (31 December 2021:
SR 171.3 million and 1 January 2021: SR 307.5 million) representing unwithdrawn cash from the cash facility
granted.
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6 TRADE RECEIVABLES
31 December 31 December
2022 2021
SR SR
Trade receivables 170,428,252 170,475,362
Expected Credit Loss (ECL) (29,719,069)  (25,233,972)
140,709,183 145,241,390

(a) Trade receivables mature within a period ranging from 30 to 90 days. The carrying value of trade receivables is
affected by the change in the credit rating of other parties.

(b) Trade receivables are expected, on the basis of past experience, to be fully recoverable. It is not the practice of the
Group to obtain collateral over receivables and the vast majorities are, therefore, unsecured.

(c) Asat 31 December 2022, trade receivables include balances amounting to SR 80.9 million (2021: SR 82.6 million)
due from government and government related customers. These parties have an extended credit period compared to
the other regular customers.

Movement of expected credit loss for the two years ended 31 December:

31 December 31 December
2022 2021
SR SR

At 1 January 25,233,972 26,445,793

Charge for the year (note 27) 4,927,895 738,991

Recovered during the year (note 27) (110,535) (1,473,173)

Bad debts written off during the year (332,263) (477,639)

At 31 December 29,719,069 25,233,972
Aging analysis of trade receivables
Following is the provision details for expected credit loss for trade receivables as of 31 December:

Total 0-90days  91-120 days 121-365 days  1-2 years 2-3 years 3-4 years >4 years
SR SR SR SR SR SR SR

Expected Credit Loss
31 December 2022 29,719,069 - 181,090 1,163,726  1,929205 1,205,755 3,584,648 21,654,645
31 December 2021 25,233,972 - 107,462 1,199,893 1,457,374 4,641,444 3,926,148 13,901,651
Trade receivables
31 December 2022 170,428,252 61,615,177 6,350,025 50,832,186 11,950,517 5,221,152 6,333,297 28,125,898
31 December 2021 170,475,362 67,309,923 6,549,651 45,327,933 10,890,663 11,478,465 14,686,060 14,232,667
Expected loss rate
31 December 2022 17.44% - 2.85% 2.29% 16.14% 23.09% 56.60% 76.99%
31 December 2021 14.80% - 1.64% 2.65% 13.38% 40.44% 26.73% 97.67%

Refer to note 32 for information about the credit risk exposure on the Group’s trade receivables.
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Dur Hospitality Company
(A Saudi Joint Stock Company)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2022
7 PREPAYMENTS AND OTHER CURRENT ASSETS
31 December 31 December
2022 2021
SR SR
Advance for rent (¥) 58,818,607 58,818,607
Prepayments 6,359,973 9,053,892
Contract assets 6,192,289 5,769,217
Advances to employees 3,270,738 3,310,210
Amounts due from related parties (note 8) 4,442,099 2,638,431
Advances to suppliers 3,758,955 2,034,216
Advances for real estate projects 1,796,104 1,796,104
Others 4,537,282 7,414,742
89,176,047 90,835,419

(*) Advance for rent represent a payment to lease a hotel building in Makkah Al-Mukaramah for period a of three and a half
years. The Group terminated the lease contract during 2020 and the amount will be recovered from the lessor, and
accordingly, the entire advance payment is classified under current assets. The management believes that the amount is fully
recoverable as it is secured through collateral on the title deed of the hotel’s land owned by the lessor, the fair value of the
land exceeds the amount of prepayment as of 31 December 2022. During 2021, the Group filed a lawsuit against the lessor
in order to enforce the collateral on the hotel land and recover the advance for rental. Management expects the amount to
be collected within a period of twelve months.

30

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

Shareholder Circular | 261

T€7°8€9°C 660°TH' Y
€IL'ET 0TL‘EET
LEG'EET LLS 60T
805°6SS 016129
899°0T1 00€°718
S09vI8°T T6SV9S°T

s s

1¢0c (4404

Bquemq Le oqueie Le
soueleg

6¥8°L91
434!
12LY6
9L5°891

£6S°€0Y

=]
7404
Bqueed Le

990°129
S6vvL
68L°TLO‘T
6T8°LY1

SIS‘89S

=S
444
Rqusxeq Le

suoljoesuel} Jo junowy

SUWIOOUT S99 [LOTUYII ],
QUIOOUT SAJ) JUAUIDFBUBIA

QwIodul S99% uﬁoaowwﬁmz
QwIoduI S99% HEQEQWﬁENE

QWIodUl S99¥ uﬁoaowwﬂwz

uoljoesuel} joainjeN

SIop[OYaIeYS
Aq paumo saruedwo)
SIOp[OYaIEYS
£q paumo Auedwod y
SIOp[OYRIEYS
£q paumo Auedwod y
SIOp[OYRIEYS
Aq paumo Auedwod y
SIOp[OYRIEYS
Aq paumo Auedwod y

uonjepy

s1YI0

Kuedwo)) JuousIAU] BIISSY

£q poumo [910H 1eq [V WLENeA]
Auedwo) juounsoauy

B[ISSY AQ paumo [9)oY einb [y wn
JUQUIISIAU] BISSY

Aq paumo punodwo)) 19peq enzef
Kuedwo)) JuounsoAU] B[ISSY

£Aq paumo punodwo)) urwse X [y

Ayied pejepy

I1led ppepl woliang e

:SMO[[0] SE 9I& SOJUEB[Eq PAJNSAI PUE SUOTIOBSUEI) JUBDIJIUSIS JO S[1EI9(

"SONTIUD ) UAM)AQ PISURYIXD SIITAISS JU0saIdal suorjoesuen 9 ], Judwafeue
£q paroxdde surre) ot yirm 2ouEpIOOSE UT sanIed poje[al Yim sjoesuer) dnoln ot ‘ssaursnq Jo 9sI1oo AIBuIpIo s)I Sunm(y ‘eouanjul JuedyIusIs Jo [onuod jurol ‘Jonuod sey [uuosiad
JuSWdTRURW A IO SI0JOAIIP JO PIROq I} ‘SIOP[OYIeys Ay} ‘dnoin) ay) a1aym satuedwod ay) pue [ouuosiad judwedeurw A3y dy) ‘s1opjoyareys ay) apnjour dnoin) ayp jo sanaed pajejoy

SHONVIVE ANV SNOLLDOVSNVIL ALIAVd AEILVTHH 8

7707 IqUIddd(J [ € PAPUS Tedk Y3 10,

(INNILNOD) SINHNALV.LS TVIONVNIA A4LYAITOSNOD HHI OL SHLON

-
2o
\\

144

TAIBA INVESTMENTS

(Auedwo)) 001§ UI0[ IpNES V)

Auedwo) Anrendsoy ing

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

-
=N

N\

144

TAIBA INVESTMENTS

262 | Shareholder Circular

[43

LYL8STLE SLI‘TTS'SE
081°LTST £hsisee
Y20 ey L7986
8L9°680°C OPIOLL'T
967 1S9°b 1 96¥ IS9P T
69€°09%°81 69€°09F°81
us s
(404 220z
Bqueceq Lg Jequexm( Le
soue|eg

LO6VCT LEESLY
¥S9191 SLY'SLY
EP1°TLI LET'LOT
s oS
[F4V4 4404
Bqueoe( Le pquexqg Le

suoljoesuel} JO JUnowy

Jreyaq uo pred sosuadxg
QUIOOUT SA9J JUSWISSRURIA

QWIOdUI S99) HEOEQWNEQE

QUIOJUT S99 JUdWdTRURIA

WodUT S39) aﬁvgww.&ﬁmz

uoljoesuel} JoainjeN

s1opjoya1eys Aq paumo sarueduwo))
sIop[oyareys Aq poumo Auedwods y

sIopoyareys Aq paumo Auedwod y
90)S9AUT pajuN0dde Aynbg
99]SIAUI PAJUNOIIL

Aymba ue ur oupred e £q paumQ

uoljepy

SIYIO

Auedwo)) juaunsaAuy

BIssy Aq paumo punoduwio))
Q0UPISY SN[epUY [V
Auedwo) jusunsaAu]

BIssy Aq paumo punodwio))
0UPISTY BPMEBY [V
payury

Kuedwo)) S[0}0H YeUIPBIA [V

spunodwo))
BIpNME( pUR BIIZE[ [V

Kyed poiepy

snedpepiojeng (q

(AINNLLNOD) SAONVIVE ANV SNOLLDVSNVIL ALAVd AALVTIA

8

720T 10quiedd( [ € papud Iedk oy} 10,]
(QINANILNOD) SINFWALYLS TVIONVNIA AILVAITOSNOD dHL OL SHLON

(Auedwo)) 3001S JurO[ IpNES V)
Kuedwo) Ayrendsoy mQq

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

2N
77 N\
Jlaiiwdlédy .
TAIBA INVESTMENTS Shareholder Circular ‘ 263

Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2022

8 RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED)

Transactions with members of the Board of Directors:

There are transactions with financial institutions having common members of the Board of Directors. The Group obtained
facilities from these financial institutions having outstanding balances aggregating SR 752 million as at 31 December
2022 (2021:SR 675.2 million).

Key manag t per I’s benefits and compensation

The senior management represents the key members of the Company's management who have the powers and
responsibilities to plan, direct and control the Company's activities. Key management personnel’s benefits &
compensation are as follows:

Amount of Transactions
31 December 31 December

2022 2021

SR SR
Salaries and benefits - key management personnel 5,718,504 3,938,550
Employees' terminal benefits - key management personnel 281,009 238,606
BOD remuneration, attendance allowance and committee’s remuneration 3,896,370 3,774,000

Terms and conditionsrelatingto related party balances

Outstanding balances with related parties at the year-end are unsecured, interest free, settled in cash and due within 12
months of statement of consolidated financial position date. There have been no guarantees received or provided for any
related party receivables or payables. For the years ended 31 December 2022 and 2021, the Group has not recorded any
impairment of receivables relating to amounts owed by related parties. This assessment is undertaken at each reporting
period by examining the financial position of each related party and the market in which the related party operates.

9 INVENTORIES
31 December 31 December

2022 2021

SR SR
Linens 5,618,735 4,262,750
Accessories and silverware 5,525,330 3,355,383
Spares 3,050,073 2,703,609
Food and beverages 2,898,620 2,435,388
Operation supplies 1,900,477 2,064,747
Kitchen tools and equipment 2,588,219 1,933,870
Stationery and printing 834,156 990,746
(Less) Inventory provision (640,982) (640,982)
21,774,628 17,105,511

33
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2022

10 INVESTMENT AT FVOCI

The Group owns 1.67% of the capital of National Tourism Company which is a limited liability company registered in
the Kingdom of Saudi Arabia. This investment was irrevocably designated at fair value through OCI as the Group
considers this investment to be strategic in nature. The movement in the fair value of the investment is as follows:

31 December 31 December
2022 2021
SR SR
Cost
As at 1 January and 31 December 7,000,000 7,000,000
Fair value reserve
At 1 January (4,898,343) (5,057,678)
Change in fair value during the year 418,427 159,335
Fair value reserve at 31 December (4,479,916) (4,898,343)

Fair value at 31 December 2,520,084 2,101,657

11 INVESTMENTS IN EQUITY ACCOUNTED INVESTEES

Investment in equity accounted investees represent investments in the following companies which are limited liability
companies. All companies below are registered in the Kingdom of Saudi Arabia. The Group’s investments in these
companies is accounted for using the equity method in the consolidated financial statements.

Ownership

31December 31 December 31 December 31 December

2022 2021 2022 2021

% % SR SR

Name of the equity accounted investees

Al-Madina Tower Real Estate Company (*) 49 49 26,031,351 6,637,686
Al Madinah Hotels Company Limited 50 50 4,142,289 4,142,289
Saudi Company for Heritage Hospitality (**) 25 25 2,892,678 6,642,678

33,066,318 17,422,653

Movement in the investment in equity accounted investees for the two years ended 31 December:

31 December 31 December

2022 2021
SR SR
At the beginning of the year 17,422,653 12,570,128
Additions 17,019,440 9,142,377
Proceeds from an associate (3,750,000) -
Share in net results 2,374,225 (2,504,691)
Impairment of an equity accounted investee - (1,785,161)
At the end of the year 33,066,318 17,422,653

(*) Dur Hospitality Company has entered into a partnership agreement with Awqaf Investment Company (the investment
arm of the General Authority for Awqaf), which provides for the formation of Al-Madina Tower Real Estate Company
(the associate). The associate has leased a plot of land in the central area of Madinah from the General Authority for
Awgaf for the purpose of developing a S-stars hotel, which will be operated by the Group under the "Makarem Brand".
The project will be financed in accordance with capital ownership of each of the parties.

34
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2022

11 INVESTMENTS IN EQUITY ACCOUNTED INVESTEES (CONTINUED)
(**) Saudi Company for Heritage Hospitality is going through a liquidation formality.
12 RIGHT OF USE ASSETS

The Group leases several assets including lands and a building. Information about assets for which the Group is a lessee is

presented below:
Lands Buildings Total

SR SR SR
Cost:
As at | January 2022 54,973,553 221,127,829 276,101,382
Lease adjustments (a) - (13,718,830) (13,718,830)
As at 31 December 2022 54,973,553 207,408,999 262,382,552
Depreciation:
As at 1 January 2022 5,710,560 40,829,714 46,540,274
Charge for the year (note 26) 2,384,368 11,457,950 13,842,318
As at 31 December 2022 8,094,928 52,287,664 60,382,592
Net book values:
As at 31 December 2022 46,878,625 155,121,335 201,999,960
Cost:
As at | January 54,973,553 259,721,033 314,694,586
Additions during the year 19,809,907 19,809,907
Lease adjustments (a) - (58,403,111) (58,403,111)
As at 31 December 2021 54,973,553 221,127,829 276,101,382
Depreciation:
As at 1 January 3,327,440 31,958,667 35,286,107
Charge for the year (note 26) 2,383,120 11,984,301 14,367,421
Lease adjustment (a) (3,113,254) (3,113,254)

5,710,560 40,829,714 46,540,274
Net book values:
As at 31 December 2021 49,262,993 180,298,115 229,561,108

(a) Lease adjustments represent changes made to lease payments and terms agreed upon with the lessor.
(b) There were no leases with residual value guarantees to which the Group is committed.

(c) The depreciation charge has been allocated in the consolidated statement of income to cost of revenue.

35

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

-
=N

N\

144

TAIBA INVESTMENTS

266 | Shareholder Circular

9¢

‘uot[[Iur G 1 YS Aq s309fo1d 21} Jo SWINT UTLIII JO JS00 pajewn)sa-a1 dnoIn) o) ‘7z 1quIdd( ¢ papuo 1eak oy Suuing  (e)

SE6°0H8ELYT 6L0°6TLTL LITE0S901 TS0‘P9L €I8V88°TTL 768°068°8¥ €IF'966°LLS T 6ISTLOPHL
€06°0ILLYIT P8I1LO‘EY 168°C80°L6 PSTYI89 ELY'LE6'ILT 680°090°501 T10°SPL 819 -
(S9L°€SS‘ST) (0£5°89€) (€LE°SLY) (960°0S¥) (99L°658°€1) - - -
9L6°T69°001 L69°T9¥°€ 0TL0T6'81 YLLLTT 0€€°€08°vC 69T°S8I°11 981°€60°Ch -
T69°ILSTI0T LT10'LL6'6E S LEO6L 9LS9€0°L 606°€66°59T 0T8L8€6 9T81S9°9LS -
8EQISS 178 €92°008°ST1 850°985°€0T 90€8LS L 987°TT8°66€ 186°056°€S T STYIPL961°T  61STLOYYL
OT9°8LFT) - - - 019°8LYT) - - -
90€TEYTH S66°SEL’T 6€6'96S°L - 8E1°S61°8 6LY'9TH'S SSLLLTOT -
(910°8€T°9T) (EVL°LLE) (195°L56) (960°05%) (919°TSEw1) - - -
T6TPLYTT 0L0°8TC €10°€6T°6 YTLYYT 10€000Y P81°L81°9 000°12S°T -
998°T90VLL E I76°€I8PIT L99°€59°L81 8L9°€8LL €L0'8SH €0Y 8lELECTYI 0L9TH6'ELT'T  61STLOPHL
AqS AS AS AqS AS AS AS AS
mor Suonipuod Juawdinba $2]214Y2A LOJOJN 2ANJIUAN,] spuoudao.1duir s3upjing spunT
1D [D.JUDD pup Liuydvpy s, Buipping

pup $.101pad]q

7707 12qudddq [€ 1€ SV
:aneA yood 1N

10quIDI( € SV

sresodsiq

1894 Ay J0J AZ1ey)

1824 2y Jo Suruuideq oy 1y
uoyv1>2.4dap panunddy

10quIX( € SV

() syuounsnlpy

(41 910U) UOHIONIISUOD
1opun s109{o1d woiy I9ysueI],
sesodsiq

suonippy

1824 2y Jo Surum3aq 2y 3y
850D

INANLINOT ANV ALYAJOUd €1

20T 10quiadd( [ € popud 1eak oY) 104

(INNLINOD) SINHNALY.LS TVIONVNII A4LVAITOSNOD dHL O1 SALON

(Auedwo)) 3o03S JuI0f IpNES V)

Kuedwo) Arepdsoy g

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

Shareholder Circular | 267

LE
€18°6L1°001 9L6°C69°001
9IT011°C TETTLET (L @10u) sasuadxad dATENSIUTWIPE PUE [EISUOD)
L69°690°86 YPLOLE 66 (97 @10u) enu2ARI 30 1500
das AS
120C (444

:SMOT[0] S& JOqUIAdd( [ £ POPUS SIBIA AU} J0J SWOIUI JO JUIWSIEIS PAJEPI[OSUOD A} UI PAJEOO[[e Udaq ey a51eyo uoneroardop oy L,

“uorqIur /9 YS Aq s109(01d 9y JO SWNI UTELIID JO JS09 pajewn)sa-a1 dnoin) oy ‘10z 19quiedd [ Papud Ieak ay) Suning (e)
PLI06V TILT vT6°9€8 L €21919°801 T01°LYL POLYOV LET 86791 Y Y8067 L6S T 61STLOYYL 1T0T Joquiade( [¢ e SV
:anje yood 1N
T69°TLST0°T L10°LL66E PrSLEO6L 9LS°9€0°L 606°€66°S9T 0T8L8€6 9T81S99LS - 12quIeds( ¢ SV
(T18°C10) - - - - - (T18°C12) - (e) spwounsnipy
(€0L'9€€01) - (688F715°¢) (000°€9) (8TI°€1¥°¢) (989°t€°€) - - sesodsiq
§T9°T6£°001 S1€06S°C 1861 S16°SS1 0€5°189°6C 891°€1SL SLTOLO VY - Teak oy 10§ B31RYD
T8S'8TLTL6 T0L98€°9€ T10°TL1°€9 199°€%6°9 LOS'STL E¥T 8EE€°LOL 68 €9€P6L TES - Teak o) Jo Suruusaq Ay 1y
==.~w§.~QN.—§NN‘ PaWINUNIIy
998°190°7LL E 176°€I8 11 L99°€S9°L81T 8L9°E8LL €L0'8SH €0T 8IELECTHT 0L9THE'ELT'T 61STLOYYL 12quedn( ¢ SV
(89t°9L9°9) - - - - - (89%°9L9°9) - (&) syuounsn(py
60€0S5°SS 68L°6€9°T SE6°LS6°6 - 959%CH0T $TE696 #09°795°CC - (1 910U) UOHONISUOD
1opun s309(o1d woiy 19jsuel],
(2€8°809°01) - (9¥€°60L ) (000°€9) (008°06+°¢) (989°st€°¢) - - s[esodsiq
S9TEP9 9 41554 TH0'881°€l 90S°STh 896700°L LLSOTEL 099°0Z0°T€ 000°059°S suonIppy
T6S'ESTTILYE 0¥9FEIETT 9€0°L1T891 TLIITYL 6¥T615°6LE T01°C0F"LET ¥L8°SE0°LTIT 61STTH8EL Teak o) Jo Suruu5eq Ay 1y
]

s ys ys ys ys ys ys ys
w10g Suopuod Juauidinba 212120 A0JOP 2UNIIUAN,] spuawaa0.4dun sSuipping spuny
AID N~vhimb RRQ \Qm:k.:\QGE s, MENNQNNEM

puv S.401pad]q
(@ANNIINOD) INAWIINOT ANV ALIAJOUd €1

2207 J0quIedd(] [§ PAPUS J8dA 3y} 10,
(QINNIINOD) SINFWALV.LS TYIONVNIA A4LVAITOSNOD dHL OL SHLON

(Auedwo)) 3003G Juro[ IpNeES V)

P =N

144

2\

TAIBA INVESTMENTS

Kuedwo) Aypeydsoy

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

268 | Shareholder Circular

-
=N

144

Dur Hospitality Company

(A

Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For

14

the year ended 31 December 2022

PROJECTS UNDER CONSTRUCTION

Movement in projects under construction for the two years ended 31 December is as follows:

31 December 31 December

2022 2021

SR SR
At 1 January 95,507,055 124,946,460
Additions during the year 149,771,785 26,110,904
Transfers to property and equipment (note 13) (“c”) (42,632,306) (55,550,309)
Impairment of projects under construction ( “b”) (27,432,684) -
At 31 December 175,213,850 95,507,055

(a)

(®)

(©)

(d

The projects under construction mainly represent the cost of constructing new hotels and renovating existing hotels
in addition to other projects. This item includes contractors' cost, project management expenses, design expenses,
and advances to contractors, borrowing cost and other miscellaneous expenses.

The Group reviews the progress of these projects periodically. During their latest review of these projects and based
on recent economic outlook for different regions in the Kingdom of Saudi Arabia, and taking into consideration the
other projects, all while aligning the Group's strategy with that of the Kingdom's vision, the Group decided to cancel
certain projects. The Group has therefore impaired the entire capitalized costs of these projects aggregating SR 27.4
million.

The Group did not notice any indicators of impairment for other projects.

Transfers into property and equipment during 2022 amounting SR 42.6 million mainly represent the cost of
construction of new apartments in Tabuk Region and cost of renovation of properties in Hospitality and Property
Rental segments in Riyadh City (2021: SR 55.6 million mainly represent the cost of construction of renovation of
Makkah Hotel).

The amount of borrowing costs capitalised for the year ended 31 December 2022 was SR 2.1 million (31 December
2021: nil). The rate used to determine the amount of borrowing costs eligible for capitalization is the effective interest
rate for the borrowings specific to those qualifying assets.

15 ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES
31 December 31 December
2022 2021
SR SR
Contract liabilities 69,322,026 67,504,337
Accrued staff benefits 23,878,761 18,488,027
Payable to contractors 16,328,089 19,253,629
Retentions payable 15,719,558 14,453,636
Accrued financial charges 11,093,725 1,405,271
Accrued management and franchising fee 4,791,691 1,632,355
Accrued utilities and other services 3,600,233 14,913,370
Accrued professional fees and other services 2,530,180 7,758,177
Others (*) 11,846,317 11,912,738
159,110,580 157,321,540

(*) This includes accruals for VAT, municipality charges, tobacco tax and other accruals.
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2022

16 TERM LOANS

The Group has secured term loans from number of local banks in the form of Murabaha financing with a total carrying
value of SR 1,062 million as at 31 December 2022 (31 December 2021: SR 1,017 million and 1 January 2021: SR 1,033
million) which accrue Murabaha commission at SIBOR plus agreed margin, which are equivalent to the market interest

rates. These financing are secured by promissory notes and assignment of proceeds from certain projects’

rentals.

Loan agreements include covenants mainly related to maintaining certain leverage ratios, total debt to equity and other
covenants. Under the terms of these agreements, the banks have the right to demand immediate repayment of the loans
if any of the covenants are not met. The Group was compliant with the loan covenants as at 31 December 2022 and 2021

and 1 January 2021.

31 December 31 December 1 January

2022 2021 2021

SR SR SR

Term loans 1,062,668,575 1,017,271,663 1,033,905,432
Bank overdraft 37,125,020 20,831,184 -
1,099,793,595 1,038,102,847 1,033,905,432

Bank overdraft represents balance in a US dollar bank account resulting from the settlement of the derivative financial

instruments as mentioned in note 24.

Classification of the borrowings is as follows:

31 December 31 December 1 January

2022 2021 2021

SR SR SR

Term loans - current portion 133,882,321 271,761,088 209,537,984
Bank overdraft 37,125,020 20,831,184 -
Current borrowings 171,007,341 292,592,272 209,537,984
Term loans - non- current portion 928,786,254 745,510,575 824,367,448
Total borrowings 1,099,793,595 1,038,102,847 1,033,905,432

17 LEASE LIABILITIES

The Group’s lease contracts include extension options. This option is negotiated by management to provide flexibility in
managing the leased-asset portfolio and align with the Group’s business needs. Management exercises significant

judgement in determining whether this extension option is reasonably certain to be exercised.

Set out below are the carrying amounts of lease liabilities recognised and the movements during the year:

31 December 31 December

2022 2021
SR SR
As at 1 January 345,652,935 385,880,458
Additions - 19,809,907
Lease adjustment (13,718,830) (56,348,028)
Interest 15,006,421 14,632,885
Payments (16,009,379) (18,322,287)
COVID-19 related rent concession (251,035) -
As at 31 December 330,680,112 345,652,935
The present value of the net lease payments is as follows:
Current 34,472,722 43,343,159
Non-Current 296,207,390 302,309,776
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17 LEASE LIABILITIES (CONTINUED)
The following are the amounts recognised in consolidated statement of income:
31 December 31 December
2022 2021
SR SR
Depreciation expense of right-of-use assets 13,524,044 14,367,421
Financial charges on lease liabilities 14,165,906 13,741,547
Total amount recognised in consolidated statement of income 27,689,950 28,108,968

Group as a lessor

The Group has entered into operating leases on its properties. These leases are short term leases, except for one that has
been presented in contract assets. Rental income recognised by the Group during the year is SR128.8 million (2020: SR
123.2 million).

18 ZAKAT

The Company and its subsidiaries file their Zakat returns individually based on their financial statements. Therefore,
Zakat base is identified and calculated for the Company and its subsidiaries individually, and total estimated Zakat is
presented in the consolidated statement of income for the Group.

Movement in provision for Zakat for the years ended 31 December:
31 December 31 December

2022 2021
SR SR

At the beginning of the year 13,662,198 13,323,298
Provided during the year 4,575,343 9,312,287
Payments made during the year (7,031,713) (8,973,387)
At the end of the year 11,205,828 13,662,198
Zakat status
The Company and its subsidiaries have filed their Zakat returns with Zakat, Tax and Customs Authority (“ZATCA”) for
all years up to 2021.

The Company received its zakat assessments from ZATCA up to 31 December 2014 G and for the years 2016, 2017 and
2018.

ZATCA issued zakat assessments for the years from 2015 to 2018. The Company submitted its objections on those
assessments. Those objections were accepted by ZATCA, except for an amount of SR 0.86 million for the year 2015.
The Company submitted its appeal to the General Secretariat of the Committees (“GSTC”). GSTC accepted the
Company’s objections for amount of SR 0.62 million and rejected an amount of SR 0.25 million. In May 2022, ZATCA
appealed to Appeal Committee for Tax Violations and Disputes Resolution (“ACTVDR”) against GSTC decision. The
Company has submitted its response to ACTVDR within the timeline required and the outcome has not been finalized
yet.

ZATCA issued zakat assessment for the year 2019, which resulted in zakat differences of SR 3.03 million. The Company
has paid all the unobjectionable amounts aggregating SR 1.2 million and raised objections to the rest of the items in
dispute. This resulted in the issuance of an amended assessment by ZATCA with additional amount of SR 1.04 million.
The Company filed an objection with the GSTC to consider the items under objection. The Committee for Resolution of
Tax Violations and Disputes “CRTVD” issued its decision and rejected the Company’s objection. The Company has
appealed to the Appellate Committee for Tax Violations and Disputes Resolution “ACTVDR” within the timeline
required and the outcome has not been finalized yet.

ZATCA also issued zakat assessment for the year 2020, which resulted in zakat differences of SR 2.11 million. The
Company paid all the unobjectionable amounts amounting to SR 1.76 million and objected to the rest of the items in
dispute. ZATCA has issued its amended assessment, which included the acceptance of all the items objected to by the
Company, thus canceling all zakat obligations related to the year 2020.
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18 ZAKAT (CONTINUED)

ZATCA has not finalized yet the zakat assessment for the year ended 31 December 2021.
ZATCA issued zakat assessments for the subsidiaries for all the years up to 2018.

19 EMPLOYEES' TERMINAL BENEFITS LIABILITIES

General description

The Company and its subsidiaries have post-employment defined benefit plans. The benefits are required by Saudi Labor
and Workman Law. The benefit is based on employees’ final salaries and allowances and their cumulative years of
service, as stated in the laws of Saudi Arabia.

The most recent actuarial valuation was performed by an independent, qualified actuary, licensed by the Saudi Central
Bank, using the projected unit credit method.

Key actuarial assumptions
31 December 31 December

2022 2021
Salary increase rate 4.60% 2.40%
Discount rate 4.60% 2.40%
Number of employees covered under terminal benefits plan 1,202 1,280

Employees’ end of service benefit expense:

31 December 31 December

2022 2021

SR SR

Current service cost 6,952,992 7,341,668
Interest cost on employees’ terminal benefit liabilities 1,479,351 1,156,008
Total benefit expense 8,432,343 8,497,676

Actuarial gains / (losses)
The actuarial gains / (losses) charged to the consolidated statement of comprehensive income are as follows:

31 December 31 December

2022 2021
SR SR
Actuarial gains / (losses) on employees’ terminal benefits liabilities 1,401,464 (737,058)

Movement of present value of employees' terminal benefits liabilities for the two years ended 31 December:
31December 31 Decamber

2022 2021

SR SR

Opening present value of employees' terminal benefits liabilities 61,597,789 59,915,810
Employees’ terminal benefit expense 8,432,343 8,497,676
Employees' terminal benefits paid (7,948,845) (7,552,755)
Actuarial (gains) / losses on employees’ terminal benefit liabilities (1,401,464) 737,058
Closing present value of employees' terminal benefits liabilities 60,679,823 61,597,789
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19 EMPLOYEES' TERMINAL BENEFITS LIABILITIES (CONTINUED)

Sensitivity analysis
A quantitative sensitivity analysis for significant assumption on the employees' terminal benefits liabilities as at 31
December is shown below:

Assumptions Salary increment rate Discount rate
Sensitivity level 50 bps 50 bps 50 bps 50 bps
increase decrease increase decrease
SR SR SR SR
31 December 2022 61,224,380 58,258,753 58,358,221 61,134,073
31 December 2021 63,156,774 58,308,774 58,414,598 63,066,458

The sensitivity analysis above has been undertaken based on a method that extrapolates the impact on the employee
defined benefits obligation as a result of reasonable changes in key assumptions occurring at the end of the reporting
period. The sensitivity analysis is based on a change in a significant assumption, keeping all other assumptions constant.
The sensitivity analysis may not be representative of an actual change in the employee defined benefits obligation as it
is unlikely that changes in assumptions would occur in isolation of one another.

The following represents the amounts expected to be paid or compensation for employees' terminal benefits that are
planned for the coming years:

31 December 31 December

2022 2021

SR SR

Within 12 months 11,426,265 7,992,876
From two years to five years 38,929,243 29,795,183

More than five years 34,739,627 31,454,986

85,095,135 69,243,045

20 SHARE CAPITAL

The authorised, issued and fully paid share capital of the Company consists of 100 million shares of SR 10 each (31
December 2022: 100 million shares of SR 10 each).

21 STATUTORY RESERVE

In accordance with the Company's bylaws, the Company is required to transfer 10% of its annual net income to a statutory
reserve until the reserve equals to 30% of the paid share capital. Statutory reserve balance reached 50% of the share
capital due to transfers in the prior years and the Company decided to discontinue such transfers. This reserve is not
available for distribution.

22 CONSENSUAL RESERVE

In accordance with the Company’s By-law, the Company had allocated 5% of its annual net income to a consensual
reserve. Due to transfers in prior years, the Company decided to discontinue such transfer. In December 2021, the General
Assembly has resolved to transfer SR 143,002,490 to retained earnings.

23 DIVIDENDS PAYABLE

As at 31 December 2022, current liabilities include the balance of dividends payable amounting to SR 43.7 million (2021:
SR 43.9 million), which represents amounts due to shareholders for dividends in previous years that were not claimed
by them as at the date of the consolidated statement of financial position.
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24 DERIVATIVE FINANCIAL INSTRUMENTS

During 2018 the Group entered into two Interest Rate Swap derivative agreements (“the agreements”) with a local
financial institution. During 2020, the Group disputed the validity of these agreements and filed a lawsuit (“the Lawsuit”)
against the financial institution before the Committee for Resolution of Securities Disputes (“the CRSD”). During 2021,
the CRSD has issued its final decision for lack of jurisdiction of an authority and clarified that this lawsuit is subject to
the Committee of Banking and Financial Disputes and Violations. On 10 March 2022, The Group filed a new lawsuit
before the Committee of Banking and Financial Disputes and Violations to revoke the agreements. The Group is pursuing
the legal case, regardless of recognizing the derivatives as per the requirements of IFRS, and the potential outcome of
the new claim cannot be reasonably estimated as this stage.

The derivatives did not qualify for hedge accounting. The derivatives carried an original maturity of 10 December 2024.
One of these derivatives was called back by the financial institution on 10 December 2022.

The table below summarises the fair values of the derivatives, together with the notional amounts:

Derivative financial instruments
31 December 2022
Interest rate swaps

31 December 2021
Interest rate swaps

1 January 2021
Interest rate swaps

Positive fair value  Negative fair value

SR SR
109,916 -

10,730,318 (56,542,575)

16,028,550 (106,697,719)

The table below summarises the amounts recognized in the consolidated statement of income:

Changes in fair value, net
Amounts realized during the year, net

Net gain on derivative instruments at FVTPL

31 December 31 December
2022 2021
SR SR

45,922,173 44,856,912
(13279,309)  (28,479,100)

32,642,864 16,377,812
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25 REVENUE FROM CONTRACTS WITH CUSTOMERS

The following is the disaggregation of the Group’s revenue from contracts with customers for the years ended 31

December:
Property
31 December 2022 Hospitality Rental Management Total
SR SR SR SR
Type of goods or service
Hospitality services - rooms 315,598,745 - - 315,598,745
Sales of goods - food and beverage 110,542,855 - - 110,542,855
Other hospitality revenues 10,397,783 - - 10,397,783
Rental income - 128,829,786 - 128,829,786
Management fee - - 3,025,917 3,025,917
Total revenue from contracts with customers 436,539,383 128,829,786 3,025,917 568,395,086
Timing of revenue recognition
Over time 325,996,528 128,829,786 3,025,917 457,852,231
At a point in time 110,542,855 - - 110,542,855
Total revenue from contracts with customers 436,539,383 128,829,786 3,025,917 568,395,086
Property
31 December 2021 Hospitdity Renta M anagement Tota
SR SR SR SR
Type of goods or service
Hospitality services - rooms 253,303,875 - - 253,303,875
Sales of goods - food and beverage 82,259,105 - - 82,259,105
Other hospitality revenues 12,819,941 - - 12,819,941
Rental income - 123,246,132 - 123,246,132
Management fee - - 1,520,903 1,520,903
Total revenue from contracts with customers 348,382,921 123,246,132 1,520,903 473,149,956
Timing of revenue recognition
Over time 266,123,816 123,246,132 1,520,903 390,890,851
At a point in time 82,259,105 - - 82,259,105
Total revenue from contracts with customers 348,382,921 123,246,132 1,520,903 473,149,956
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26 COST OF REVENUE

31 December 31 December

2022 2021
SR SR
Salaries and benefits 174,518,159 159,567,282
Depreciation of property and equipment and right of use assets (notes 12
and 13) 112,894,788 112,437,118
Operating supplies 37,541,980 43,433,351
Food and beverage 33,699,767 30,119,711
Utilities 26,373,498 26,848,137
Repair and maintenance 11,707,280 12,249,130
Service and operation fees 12,968,283 8,758,262
Advertising and promotion activities 14,367,445 12,393,257
Commission for travelling agency and credit cards 6,111,755 5,647,094
Security and guarding 271,528 713,822
Others 2,994,469 1,484,820
433,448,952 413,651,984
27 GENERAL AND ADMINISTRATIVE EXPENSES
31 December 31 December
2022 2021
SR SR
Salaries and other employee benefits 23,949,764 19,088,209
Professional fee 2,791,788 2,060,472
Board of Director remuneration 3,896,370 3,774,000
Subscription 2,760,427 2,788,284
Depreciation of property and equipment (note 13) 1,322,232 2,110,116
Hospitalities 1,031,738 467,657
Expected credit loss (reversals), net (note 6) 4,817,360 (734,182)
Others 1,895,752 1,737,157
42,465,431 31,291,713
28 OTHER INCOME, NET
31 December 31 December
2022 2021
SR SR
Accruals no longer required ( “a”) 2,220,155 5,000,000
Consultancy expense ( “b”) - (6,975,278)
Income from a contractor's settlement ( “c”) - 9,120,000
Reimbursement from ZATCA - 1,799,088
Others, net 854,074 1,109,309
3,074,229 10,053,119

(a) During 2019, the Group has made a provision for contingent maintenance and other pre-opening expenses of newly
constructed hotel. Based on the current year assessment the Group decided that such provision is not required and
accordingly has reversed the provision.
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28 OTHER INCOME, NET (CONTINUED)

(b) The Group incurred certain expenses of due diligence and other professional services as a result of proposed merger
activities that was later suspended in 2022.

(c) During 2021, the Group has signed a final settlement agreement with a contractor who agreed to settle portion of the
Group’s claim in relation to one of the real estate projects, which was written off in previous years.

29 COMMITMENTS AND CONTINGENCIES
Capital commitments

a) The Group has entered into capital commitments of SR 286.9 million (2021: SR 117.8 million) related to its capital
work in progress.

b) The Group has capital commitment in relation to equity accounted investees’ projects under construction of SR 49
million.

Contingencies

a) Asat 31 December 2022, the Group had issued letters of guarantee amounting to SR 29.03 million (2021: SR 30.2
million). These guarantees are without cash margin.

b) For Zakat related matters, refer to note 18.

¢) For contingency relating to a legal case, in respect of derivatives, refer to note 24.

30 BASIC AND DILUTED EARNINGS PER SHARE

Basic and diluted earnings per share is calculated by dividing the profit for the year attributable to equity holders of the

Company by the weighted average number of ordinary shares outstanding during the year plus the weighted average
number of ordinary shares that would be issued on conversion of all the dilutive potential ordinary shares into ordinary

shares.
31 December 31 December
2022 2021
SR SR
Income for the year attributable to the equity holders of the Parent 40,165,884 1,193,805
Weighted average number of outstanding shares 100,000,000 100,000,000
Basic and diluted earnings per share 0.40 0.01

31 CAPITAL MANAGEMENT

The Group’s policy is to maintaina strong capital base to maintain investor, creditor and market confidence and to sustain
future development of the business. The Group monitors capital using a ratio of ‘net debt’ to ‘equity’. Net debt is
calculated as term loans, lease liabilities, trade payables, due to related parties and accrued expenses and other current
liabilities (as shown in the consolidated statement of financial position) less cash and cash equivalents.

Equity comprises all components of equity.
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31 CAPITAL MANAGEMENT (CONTINUED)

The Group’s net debt to equity ratio as at 31 December was as follows:
31 December 31 December

2022 2021

SR SR
Term loans 1,099,793,595  1,038,102,847
Lease liabilities 330,680,112 345,652,935
Due to related parties 35,522,175 37,158,747
Accrued expenses and other current liabilities 159,110,580 157,321,540

1,625,106,462  1,578,236,069

Less: cash and cash equivalents (79,705,336) (91,647,932)
Net debt 1,545,401,126  1,486,588,137
Total equity 1,658,308,048 1,616,337,397
Gearing ratio 93% 92%

32 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Financial instruments risk management objectives and policies

The Group is subject to various financial risks due to its activities including Market risk (comprising currency risk, fair
value and cash flows of interest rate risk), credit risk and liquidity risk. The Group’s overall risk management programme
focuses on the unpredictability of financial markets and seeks to minimize potential adverse effects on the financial
performance of the Group.

The Group’s senior management oversees the management of these risks. Financial instruments carried on the
consolidated statement of financial position include cash and bank balances, short term deposits, investments, trade
receivables, due from/to related parties, term loans, trade payables and derivatives. The particular recognition methods
adopted are disclosed in the accounting policies associated with each item. Financial asset and liability is offset and net
amount is reported in the consolidated financial statements, when the Group has a legally enforceable right to set off the
recognised amounts and intends either to settle on a net basis, or to realise the asset and liability simultaneously.

Equity price risk

The Group’s non-listed equity investments are susceptible to market price risk arising from uncertainties about future
values of the investment securities. The Group manages the equity price risk through diversification and by placing limits
on individual and total equity instruments. Reports on the equity portfolio are submitted to the Group’s senior
management on a regular basis. The Group’s Board of Directors reviews and approves all equity investment decisions.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, profit rates and equity prices, will
affect the Group’s income or the value of its holdings of financial instruments. The objective of market risk management
is to manage and control market risk exposures within acceptable parameters, while optimising the return.

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates.
The Group’s transactions are principally in Saudi Riyals and US Dollars. As Saudi Riyal is pegged to the US Dollar, the
Group is not exposed to significant risk.

The management closely and continuously monitors the exchange rate fluctuations.
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32 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. The Group’s exposure to the risk of changes in market interest rates relates primarily to
the Group’s long-term debt obligations with floating interest rates.

Interest rate sensitivity

The following table demonstrates the sensitivity to a reasonably possible change in interest rates on that portion of loans
and borrowings affected. With all other variables held constant, the Group’s profit before zakat is affected through the
impact on floating rate borrowings, as follows:

100 basis points 100 basis points

increase decrease

SR SR

2022 (10,622,686) 10,622,686
2021 (10,172,717) 10,172,717

Credit risk

Credit risk is the risk that counterparty will not meet its obligations under a financial instrument or customer contract,
leading to a financial loss. The Group is exposed to credit risk from its trade receivables, bank balances and short-term
deposits and due from related parties as of 31 December:

31 December 31 December

2022 2021

SR SR

Bank balances and short-term deposits 79,056,286 90,860,474
Trade receivables 140,709,183 145,241,390
Due from related parties 4,442,099 2,638,431

224,207,568 238,740,295

The carrying amount of financial assets represents the maximum credit exposure.

Bank balances and short term deposits
The Group has kept its surplus funds with banks in Kingdom of Saudi Arabia having sound credit ratings, therefore,
credit risk on bank balance and short term deposits is considered to be insignificant.

Trade receivables

Customer credit risk is managed subject to the Group’s established policy, procedures and control relating to customer
credit risk management. Credit quality of the customer assessed based on an extensive credit rating scorecard and
individual credit limits defined in accordance with this assessment.

The Group measures the trade receivable net of provision for expected credit loss. For trade receivables, the Group
applies a simplified approach in calculating expected credit losses (ECLs).

Therefore, the Group does not track changes in credit risk, but instead recognises a loss allowance based on lifetime
ECLs at each reporting date. The Group 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 (see note 6).

As at 31 December 2022, around 28% (2021: 22%) of the Group’s customers are corporate, and an expected credit loss
has been recognised against these customers amounting to SR 1.9 million has been recognised during the year ended 31
December 2022 (2021: SR 1.5 million).
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32 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)

Credit risk (continued)

In monitoring customer credit risk, customers are grouped according to their credit characteristics, including whether
they are an individual or corporate, their geographic location, industry, trade history with the Group and existence of
previous financial difficulties.

Due from related parties

The Group has not recorded any impairment of receivables relating to amounts owed by related parties. This assessment
is undertaken at each reporting period by examining the financial position of each related party and the market in which
the related party operates.

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in raising funds to meet commitments associated with
financial instruments. Liquidity risk may result from an inability to sell a financial asset quickly at an amount close to its
fair value. Liquidity risk is managed by monitoring on a regular basis that sufficient funds are available through
committed credit facilities to meet any future commitments.

The Group’s objective is to maintain a balance between continuity of funding and flexibility through the use of bank
overdrafts and bank loans. The Group has access to a sufficient variety of sources of funding and debt maturing within
12 months can be rolled over with existing lenders (refer note 5).

The table below summarises the maturity profile of the Group’s financial liabilities based on contractual undiscounted
payments as at 31 December:

Within 1 year 1to 5 years More than 5 years Total

31 December 2022 SR SR SR SR
Term loans 171,007,341 843,518,976 85,267,278  1,099,793,595
Trade payables 19,156,286 - - 19,156,286
Due to related parties 35,522,175 - - 35,522,175
Lease liabilities 34,472,722 110,793,038 185,414,352 330,680,112
260,158,524 954,312,014 270,681,630  1,485,152,168

Within 1 year 1 to5years More than 5 years Total

31 December 2021 SR SR SR SR
Term loans 292,592,272 745,510,575 - 1,038,102,847
Trade payables 41,327,895 - - 41,327,895
Due to related parties 37,158,747 - - 37,158,747
Lease liabilities 43,343,159 39,923,384 262,386,392 345,652,935
414,422,073 785,433,959 262,386,392  1,462,242,424

33 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

Fair value is 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. Financial instruments comprise of financial assets and financial liabilities.
The Group’s financial assets consist of cash and bank balances, short term deposits, investments, trade receivables and
due from related parties. Its financial liabilities consist of term loans, trade payables, due to related parties and derivatives.
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33 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS (CONTINUED)

The management assessed that fair value of cash and bank balances, short term deposits, trade receivables, amounts due
from related parties, trade payables and amounts due to related parties approximate their carrying amounts largely due
to the short-term maturities of these instruments. As for term loans, the fair value does not materially differ from the
book value included in the consolidated financial statements as the current interest rates prevailing in the market for
similar financial instruments do not significantly differ from the contracted prices.

The investment at FVOCT is classified within Level 3 of the fair value levels and measured by management at fair value
using the two income methods (discounted cash flows) and market (Price-to-earnings Ratio) methods.

For derivative financial instruments, the fair value is calculated using valuation techniques include swap models using
present value calculations. The models incorporate various inputs including the credit quality of counterparties,
interest rate curves and forward rate curves of the underlying commodity.

Financial Assets
31 December 31 December

2022 2021
SR SR
Financial assets at fair value
Investment at FVOCI 2,520,084 2,101,657
Derivative financial instrument 109,916 10,730,318
Total financial assets carried at fair value 2,630,000 12,831,975
Financial assets at amortised cost
Cash and cash equivalents 79,705,336 91,647,932
Trade receivables 140,709,183 145,241,390
Due from related parties 4,442,099 2,638,431
Total financial assets at amortised cost 224,856,618 239,527,753
Total financial assets 227,486,618 252,359,728
Total current financial assets 224,856,618 250,258,071
Total non-current financial assets 2,630,000 2,101,657

227,486,618 252,359,728

Financial liabilities
31 December 31 December

2022 2021
SR SR
Financial liabilities at fair value
Derivative financial instrument - 56,542,575
Financial liabilities at amortised cost
Trade payables 19,156,286 41,327,895
Term loans 1,099,793,595 1,038,102,847
Due to related parties 35,522,175 37,158,747
Total financial liabilities at amortised cost 1,154,472,056 1,173,132,064
Total current financial liabilities 225,685,802 427,621,489
Total non-current financial liabilities 928,786,254 745,510,575

1,154,472,056 1,173,132,064
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34 SIGNIFICANT EVENTS

The Company’s board of directors, on 23 Juma’ada I 1444H (corresponding to 17 December 2022), signed a non-binding
Memorandum of Understanding (“MOU”) with Taiba Investments Company (“Taiba”) A Saudi Joint Stock Company
for potential acquisition (“Proposed Transaction”) of the Company with Taiba.

Pursuant to the MOU, the Proposed Transaction would be implemented through share exchange offer made by Taiba (in
its capacity as the offeror) to Company’s shareholders (in their capacity as the offerees) for the purposes of acquiring all
of the Company’s issued shares. The consideration payable by Taiba to Company’s shareholders will be the issuance of
new shares in Taiba in accordance with the Merger and Acquisition Regulations issued by the board of the Capital Market
Authority (“CMA”) and other relevant rules and regulations, which would result in the delisting of Dur Hospitality
Company, and it would be a wholly owned subsidiary of Taiba.

The implementation of the Proposed Transaction is subject to the two companies agreeing a final binding agreement that
determines the terms and conditions of the transaction, including obtaining all the required regulatory approvals and the
approval of the extraordinary general assembly of each company on the transaction and its related matters.

35 PRIOR PERIODS ADUSTMENTS

During the year ended 31 December 2022, the Group has retrospectively processed the accounting of financial derivatives
relating to the prior periods in the consolidated financial statements by restating opening balances of the prior period of
the statements of shareholders equity and the comparative figures. These adjustments relate to the interest rate swaps,
which were not previously recorded by the management.

The impact on the previously reported balances is summarized below:

(a) Impact on equity (increase/(decrease) in equity):

31 December 1 January

2021 2021

SR SR

Cash and cash equivalents - 7,647,916
Derivative financial instruments 10,730,318 16,028,550
Total assets 10,730,318 23,676,466
Term loans - current portion (20,831,184) -
Derivative financial instruments (56,542,575) (106,697,719)
Total liability (77,373,759) (106,697,719)
Net impact on equity (66,643,441) (83,021,253)

(b) Impact on consolidated statement of profit or loss (increase/(decrease) in profit)

31 December

2021

SR

Net gain on derivative instruments at fair value through profit or loss 16,377,812
Net impact on profit for the year 16,377,812

Attributable to:
Equity holders of the parent 16,377,812
Non-controlling interests -
(¢) Impact on basic and diluted earnings per share (EPS) (increase/(decrease) in EPS)
Basic and diluted, loss for the year attributable to equity holders of the parent 0.16

The change did not have an impact on OCI for the year.
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2022

35 PRIOR PERIODS ADUSTMENTS (CONTINUED)
(d) Impact on the statement of cashflows:

31 December
2021

Net cash from operating activities (28,479,099)

Certain other comparative numbers have been reclassified to conform with the current year presentation.
36 SUBSEQUENT EVENTS
There are no matters that have occurred up to and including the date of the approval of the consolidated financial

statements which could materially affect the consolidated financial statements and the related disclosures for the year
ended 31 December 2022.

37 APPROVAL OF THE CONSOLIDATED FINANCIAL STATEMENTS

These consolidated financial statements were approved by the Board of Directors on 1 Sha’aban 1444H (corresponding
to 21 February 2023).
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INDEPEMDENT AUDITOR'S REVIEW REPORT QN THE INTERIM CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS
To the shareholders of Dur Hospitality Company
(A Saudi Joint Stock Company)
Introduction:
We have reviewed the accompanying interim condensed consclidated statemoent aof finandial
position of Dur Hospitality Company (the *Company™) and its subsidiaries (collectively referred to
as the "Group™) as at 31 March 2023, and the related interim condenscd eonsolidated slalement of
camprehensive income for the three monrths period ended 31 March 2023, and the related interim
condensed cunsolidated changes in equity and cash flows for the three manths period then ended,
and a summary of significan® accounting policies and other explanatory notes. Management is
responsible for the preparation and presentation of these interim condensed consolidated financial
statements in accardance with International Accounting Standard 34, “Interim Financial Reporting”
C'IAS 34") that is endorsed in the Kingdom of Saudi Arabia. Our responsibility is to express a
conclusion on these intarimn condsensed consolidated financial statemonts based on our review.
Scope of Review:
We conducted cur revicw in accardance with Inlernational Standard on Review Cngagements
2410,"Review of Interim | inancial Infermation Performed by the Independent Auditor of the Entity”
endorsed in the Kingdom af Saudi Arabia. & review of interim financial statements consists of
making inquiries, primarily from persens respensible for financial and accounting mattors, and
applying analytical and other roview procedures, A review is substantially less in scope than an audit
conductedin accordance with International Standards on Auditing that are endorsed in the Kingdom
of Saudi Arabia and conseguently does not enable us to obtain assurance that we would become
aware of all significant matters that might be identified in an audil. Accordingly, we do nol express
an audit cpinion.
Conelusion:
Bascd on our review, nothing has come to our attention that causes us to believe that the
accompanying interim cendensed consolidated financial statements are not prepared, in all material
respects, in accerdance with 1AS 34 "Interim Financial Reporling™ as endarsad in the Kingdom of
Saudi Arabia,
for Ernst & Young Professional Services
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Dur Hospitality Company
(A Saudi Joint Stock Company)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 March 2023

31 March 31 December

2023 2022
(Unaudited) (Audited)
Note SR SR
ASSETS
CURRENT ASSETS
Cash and cash equivalents 5 70,081,783 85,347,614
Trade receivables 6 138,337,352 133,821,186
Prepayments and other current assets 7 91,024,290 89,176,047
Inventories 23,407,395 21,774,628
Derivative financial instrument 8 109,916 109,916
TOTAL CURRENT ASSETS 322,960,736 330,229,391
NON-CURRENT ASSETS
Investments at fair value through other comprehensive income (FVOCI) 2,520,084 2,520,084
Investments in equity accounted investees 33,066,318 33,066,318
Right of use assets 9 198,544,066 201,999,960
Property and equipment 10 2,651,602,091 2,673,840,935
Projects under construction 11 219,414,297 175,213,850
TOTAL NON-CURRENT ASSETS 3,105,146,856  3,086,641,147
TOTAL ASSETS 3,428,107,592  3,416,870,538
LIABILITIES AND EQUITY
LIABILITIES
CURRENT LIABILITIES
Term loans - current portion 13 175,039,563 171,007,341
Lease liabilities - current portion 14 45,477,428 34,472,722
Trade payables 33,887,554 24,798,564
Accrued expenses and other current liabilities 12 161,834,410 152,498,046
Due to related parties 35,042,603 35,246,712
Dividend payable 17 43,652,117 43,659,810
Provision for zakat 15 5,084,750 11,205,828
TOTAL CURRENT LIABILITIES 500,018,425 472,889,023
NON-CURRENT LIABILITIES
Term loans — non-current portion 13 900,547,636 928,786,254
Lease liabilities — non-current portion 14 288,909,111 296,207,390
Employees' terminal benefits 62,601,557 60,679,823
TOTAL NON-CURRENT LIABILITIES 1,252,058,304  1,285,673,467
TOTAL LIABILITIES 1,752,076,729 1,758,562,490
EQUITY
Share capital 16 1,000,000,000 1,000,000,000
Statutory reserve 500,000,000 500,000,000
Retained earnings 120,446,248 103,460,229
Revaluation reserve of investment at fair value through OCI (4,479,916) (4,479,916)
TOTAL EQUITY ATTRIBUTABLE TO SHAREHOLDERS OF THE
PARENT COMPANY 1,615,966,332  1,598,980,313
Non-controlling interests 60,064,531 59,327,735
TOTAL EQUITY 1,676,030,863 1,658,308,048
TOTAL LIABILITIES AND EQUITY 3,428,107,592 _ 3,416,870,538

The attached notes 1 to 29 form an integral part of these interim condensed consolidated financial statements.
2
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Dur Hospitality Company
(A Saudi Joint Stock Company)
INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

(UNAUDITED)
For the three months period ended 31 March 2023

For the three-month period ended

31 March
2023 2022
Note SR SR
(Restated
Note 26)

REVENUE
Hospitality income 18 134,722,710 113,854,786
Rental income 18 32,526,503 31,370,633
Management fees income 18 901,036 438,006
TOTAL REVENUE 168,150,249 145,663,425
Cost of revenues 19 (116,712,534) (110,458,550)
GROSS PROFIT 51,437,715 35,204,875
EXPENSES
Selling and marketing expenses (984,119) (391,954)
General and administrative expenses 20 (11,440,230) (11,496,275)
TOTAL EXPENSES (12,424,349) (11,888,229)
OPERATING INCOME 39,013,366 23,316,646
Financial charges (14,773,570) (6,798,379)
Financial charges on lease liabilities 14 (3,587,860) (3,410,224)
Finance income 5 103,101 23,453
Other (expenses) / income, net 21 (1,408,222) 2,325,755
Net gain on derivative instruments at fair value through profit or loss - 19,530,356
INCOME BEFORE ZAKAT 19,346,815 34,987,607
Zakat 15 (1,624,000) (2,342,055)
NET INCOME FOR THE PERIOD 17,722,815 32,645,552
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 17,722,815 32,645,552
Attributable to:
Equity holders of the parent 16,986,019 32,329,193
Non-controlling interests 736,796 316,359

17,722,815 32,645,552
Earnings per share
Basic and diluted earnings per share for the attributable to
equity holders of the parent 23 0.17 0.32

The attached notes 1 to 29 form an integral part of these interim condensed consolidated financial statements.
3
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Dur Hospitality Company
(A Saudi Joint Stock Company)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (UNAUDITED)
For the three months period ended 31 March 2023

For the three months period

ended 31 March
2023 2022
Note SR SR
(Restated
Note 26)
OPERATING ACTIVITIES
Income before zakat 19,346,815 34,987,607
Adjustments for:
Depreciation of property and equipment 10 24,681,124 25,566,515
Depreciation of right of use assets 14 3,427,082 3,592,182
Provision of expected credit losses on trade receivables, net 6 2,170,886 2,646,984
Gain on sale of property and equipment (15,650) -
Provision for employees’ terminal benefits 3,112,679 2,119,933
Financial charges on lease liabilities 14 3,587,860 3,410,224
Financial charges on term loans 14,633,508 5,885,171
Gain on change in fair value of derivatives at FVTPL, net - (24,591,070)
70,944,304 53,617,546
Working capital changes:
Trade receivables (6,687,052) (27,445,949)
Prepayments and other current assets (1,848,243) (7,076,021)
Inventories (1,632,767) (1,999,279)
Trade payables 9,088,990 (4,447,703)
Accrued expenses and other current liabilities 8,241,915 11,502,502
Due to related parties (204,109) (363,824)
Cash from operations 77,903,038 23,787,272
Zakat paid 15 (7,745,078) -
Employees' terminal benefits paid (1,190,945) (2,003,419)
Net cash from operating activities 68,967,015 21,783,853
INVESTING ACTIVITIES
Additions to property and equipment 10 (2,442,282) (6,478,065)
Additions to projects under construction (42,029,359) (26,795,280)
Proceeds from sale of property and equipment 15,652 66,931
Net cash used in investing activities (44,455,989) (33,206,414)
FINANCING ACTIVITIES
Proceeds from term loans 21,808,654 100,099,715
Repayment of term loans (46,015,050) (88,122,881)
Dividends paid (7,693) (117,291)
Financial charges paid on term loans (15,562,768) (4,497,663)
Net cash (used in) from financing activities (39,776,857) 7,361,880
NET DECREASE IN CASH AND CASH EQUIVALENTS (15,265,831) (4,060,681)
Cash and cash equivalents at the beginning of the period 48,222,594 74,444,281
CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD 5 32,956,763 70,383,600
NON-CASH TRANASCATIONS:
Finance cost on lease capitalized in projects under construction 118,567 226,293
Finance cost on term loans capitalized in projects under construction 2,023,709 -
Depreciation of right of use assets capitalized in projects under
construction 28,812 79,569

The attached notes 1 to 29 form an integral part of these interim condensed consolidated financial statements.
5
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Dur Hospitality Company
(A Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITIED)
For the three months period ended 31 March 2023

1 ACTIVITIES

Dur Hospitality Company (the “Company” or the “Parent Company”) is a Saudi Joint Stock Company formed under the
Regulations for Companies and is registered in the Riyadh, Kingdom of Saudi Arabia (“KSA”) under the commercial
registration number 1010010726 dated 6 Muharram 1397H (corresponding to 27 December 1976).

The Company's principal activities comprise of the construction, acquisition, operation, management, through
partnership and rent of hotels, restaurants, motels, rest stops, entertainment centers, travel agencies, private and public
roads and tourism areas. In addition, the activities include the acquisition, development and sale of lands and construction
of buildings thereon or rent of lands, providing services to pilgrims and visitors of the Prophet's (PBUH) Mosque. The
Company carry out its activities by itself or through others jointly or separately.

These interim condensed consolidated financial statements include the financial information of the Company and the
following subsidiaries (together referred to as the “Group”):

Direct and indirect
Ownership %

Share 31 March 31 December

Subsidiaries Capital 2023 2022
SR

Makkah Hotels Company Limited 165,600,000 99.44% 99.44%
Saudi Hotel Services Company 70,000,000 70% 70%
Alnakheel for Tourist Areas Company Limited 59,250,000 98.73% 98.73%
Nuzul Shada Hospitality Company 40,000,000 60% 60%
Tabuk Hotels Company Limited 27,300,000 97.14% 97.14%
Jude Alia Company Limited 100,000 99% 99%
Al Sawaed Al Kareemah Investment and Real Estate Development
Company 100,000 95% 95%
Sofraa Al Ewaa Hospitality Company (One Person Company) 100,000 100% 100%
Dara Oasis Company Limited (One Person Company) 100,000 100% 100%
Dur Real Estate Communities Company (One Person
Company) 100,000 100% 100%
Alsarh Alaniq operation and maintenance Company (One Person
Company) 100,000 100% 100%

The following are details of the subsidiaries and their activities:

Makkah Hotels Company Limited

Makkah Hotels Company Limited is a Saudi limited liability company and is registered under the commercial registration
number 4031011879 dated 20 Ramadan 1402H (corresponding to 12 July 1982). The company is engaged in hospitality
services inside and outside the KSA. The company owns Makarem Ajyad Hotel in Makkah.

Saudi Hotel Services Company Limited

Saudi Hotel Services Company is a Saudi limited liability company and is registered under the commercial registration
number 1010010454 dated 11 Dhul-Qadah 1396H (corresponding to 4 November 1976). The company owns Crown
Plaza - Riyadh Palace Hotel.

Alnakheel for Tourist Areas Company Limited

Alnakheel for Tourist Areas Company Limited is a Saudi limited liability company and is registered under the
commercial registration number 4030092204 dated 22 Jumad Thani 1413H (corresponding to 17 December 1992). The
company owns Makarem Alnakheel Hotel and Resort in Jeddah.

Nuzul Shada Hospitaltiy Company

Nuzul Shada Hospitality Company is a Saudi limited liability company and is registered under the Commercial
Registration number 4030166369 dated 8 Muharram 1428H (corresponding to 27 January 2007). The company is
engaged in general construction of residential buildings, management and leasing of owned and leased real estate
(residential), and management and leasing of real estate owned or leased (non-residential).
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Dur Hospitality Company
(A Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENT

(UNAUDITIED) (CONTINUED)
For the three months period ended 31 March 2023

1 ACTIVITIES (CONTINUED)

Tabuk Hotels Company Limited

Tabuk Hotels Company Limited is a Saudi limited liability company and is registered under the commercial registration
number 3550006303 dated 5 Rabi Thani 1406H (corresponding to 17 December 1985). The company owns Holiday Inn
Tabuk Hotel.

Jude Alia Company Limited

Jude Alia Company Limited is a Saudi limited liability company and is registered under the commercial registration
number 1010428949 dated 25 Safar 1436H (corresponding to 17 December 2014). The principal activities of the
company include building and construction.

Al Sawaed Al Kareemah Investment and Real Estate Development Company

Al Sawaed Al Kareemah Investment and Real Estate Development Company is a Saudi limited liability company and is
registered under the commercial registration number 1010437489 dated 26 Dhul-Qadah 1436H (corresponding to 10
September 2015). The company is engaged in construction, transportation, storage, refrigeration, financial and business
services, as well as tourist accommodation services pursuant to the license of the Saudi Commission for Tourism and
National Heritage No. (37/0096/F) dated 6 Safar 1437H (corresponding to 18 November 2015).

Sofraa Al Ewaa Hospitality Company

Sofraa Al Ewaa Hospitality Company is Saudi One Person limited liability company and is registered under commercial
registration number 1010901133 dated 27 Safar 1439H (corresponding to 16 November 2017). The company is engaged
in providing hospitality services, establishment of restaurants, hotels and exhibitions.

Dara Oasis Company Limited

Dara Oasis Company Limited is a Saudi One Person limited liability company and is registered under commercial
registration number 1010901132 dated 27 Safar 1439H (corresponding to 16 November 2017). The company is engaged
in providing tourism activities.

Dur Real Estate Communities Company (One Person Company)

Dur Real Estate Communities Company (one person company) is a Saudi limited liability company registered under CR
No. 1010596957 on 30 Muharram 1441H (corresponding to 29 September 2019). The main activity of the company is
the management and leasing of owned or leased residential and non-residential properties.

Alsarh Alaniq Operation and Maintenance Company
Alsarh Alaniq operation and maintenance Company (one-person company) is a Saudi limited liability company registered
under CR No. 1010596958 on 30 Muharram 1441H (corresponding to 29 September 2019). The main activity of the
company is cleaning of new buildings after construction.

2 SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of preparation

These interim condensed consolidated financial statements have been prepared in accordance with International
Accounting Standard 34 “Interim Financial Reporting” (“IAS 34”) as endorsed in Kingdom of Saudi Arabia and other
standards and pronouncements issued by Saudi Organization for Chartered and Professional Accountants (SOCPA).

The interim condensed consolidated financial statements do not include all information and disclosures required for a
complete set of financial statements prepared in accordance with International Financial Reporting Standards as endorsed
in the Kingdom of Saudi Arabia and should be read in conjunction with the Group’s consolidated financial statements as
at and for the year ended 31 December 2022.

2.2 Basis of measurement

The interim condensed consolidated financial statements have been prepared on a historical cost basis, except for:

- investment in equity instruments at FVOCI and derivative financial instruments, which are measured at fair value;
and

- employees’ end of service benefits which are measured under projected credit unit method.

Further, these interim condensed consolidated financial statements have been prepared using accrual basis of accounting
and on the basis that it will continue to operate as a going concern.
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Dur Hospitality Company
(A Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENT

(UNAUDITIED) (CONTINUED)
For the three months period ended 31 March 2023

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

2.3 Functional and presentation currency

These interim condensed consolidated financial statements are presented in Saudi Riyals (“SR”), which is the functional
and presentation currency of the Group. These interim condensed consolidated financial statements have been rounded-
off to the nearest Saudi Riyal, unless otherwise stated.

24 New standard and amendments i. d and effective

Following are standards and amendments, which are effective for annual periods beginning on or before 1 January 2023:

Name of standard, amendment, or interpretation

- IFRS 17 Insurance Contracts

- Definition of Accounting Estimates - Amendments to IAS 8

- Disclosure of Accounting Policies - Amendments to IAS 1 and IFRS Practice Statement 2

- Deferred Tax related to Assets and Liabilities arising from a Single Transaction - Amendments to IAS 12

These standard and amendments had no impact on the interim condensed consolidated financial statements of the Group.

The Group has not early adopted any other standard, interpretation or amendment that has been issued but is not yet
effective.

2.5 New standard and dments issued but not yet effective

There are new and amended standards and interpretations that are issued, but not yet effective, up to the date of issuance
of the Group’s financial statements as listed.

Name of standard, amendment, or interpretation Effective date
- Amendments to IAS 1: Classification of Liabilities as Current or Non-current 1 January 2024
- Amendments to IFRS 16 — Lease Liability in a Sale and Leaseback 1 January 2024

The Group intends to adopt these new and amended standards and interpretations, if applicable, when they become
effective. These standard and amendments will have no impact on the interim condensed consolidated financial
statements of the Group.

3 SIGNIFICANT JUDGMENTS, ASSUMPTIONS AND ESTIMATES

In preparing these interim condensed consolidated financial statements, management has made estimates and
assumptions that affect the application of the Group’s accounting policies and the reported amounts of assets, liabilities,
income and expenses and the accompanying disclosures. Uncertainty about these assumptions and estimates could result
in outcomes that require a material adjustment to the carrying amount of assets or liabilities affected in future periods.

The estimates and underlying assumptions are reviewed on an ongoing basis. The differences arising on revisions to
estimates are recognised prospectively.

The significant judgments, assumptions and estimates made by management in applying the Group’s accounting policies
and the key sources of estimation uncertainty were the same as those applied to the Group’s annual consolidated financial
statements for the year ended 31 December 2022.

Fair value measurement

Fair value is 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 fair value measurement is based on the presumption that the transaction
to sell the asset or transfer the liability takes place either:

- In the principal market for the asset or liability; or
- In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Group. The fair value of an asset or a liability
is measured using the assumptions that market participants would use when pricing the asset or liability, assuming that
market participants act in their economic best interest. A fair value measurement of a non-financial asset takes into
account a market participant's ability to generate economic benefits from the asset’s highest and best use or by selling it
to another market participant that would utilize the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available
to measure fair value, maximising the use of relevant observable inputs and minimising the use of unobservable inputs.
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For the three months period ended 31 March 2023

4 OPERATING SEGMENTS

The Group has the following strategic divisions, which represents its reportable segments. These segments offer different
services and are managed separately because they have different economic characteristics — such as trends in sales
growth, rates of return and level of capital investment — and have different marketing strategies.

All the Group's businesses are located in the Kingdom of Saudi Arabia. The following summary describes the operations
of each reportable segment:

Hospitality represents hotels owned by the Group and revenues generated through them whether
. these hotels are operated by the Group or by a third party.

Property management represents management and operation of hotels and properties that are not owned by
: the Group.

Property rental represents properties owned by the Group which are leased to others. These properties
: primarily comprise of residential compounds and commercial complexes.

Others . represents corporate office and other support services departments.

Following is a summary of certain financial information for the two periods ended 31 March:

2023

SAR Property Property Others Eliminations

(Unaudited) Hospitality = management rental Total
Revenue from external customers 134,722,710 901,036 32,526,503 - - 168,150,249
Inter-segment revenue 330,000 6,200,235 1,678,372 - (8,208,607) -
Cost of revenue 111,265,391 1,096,044 12,458,456 - (8,107,357) 116,712,534
Gross profit 23,787,319 6,005,227 21,746,419 - (101,250) 51,437,715
Depreciation of property and

equipment and right of use assets 21,909,081 - 6,199,125 - - 28,108,206
Property and equipment 1,780,918,382 - 870,683,709 - - 2,651,602,091
Right of use assets 179,892,917 - 18,651,149 - - 198,544,066
Projects under construction 121,815,279 - 97,599,018 - - 219,414,297
Total assets 1,386,332,839 6,719,648 1,836,039,433 659,994,338  (460,978,666)  3,428,107,592
Total liabilities 1,464,101,321 14,706,900 246,982,688 37,079,157 (10,793,337)  1,752,076,729
2022

SAR Property Property

(Unaudited) Hospitality ~ management rental Others Eliminations Total
Revenue from external customers 113,854,786 438,006 31,370,633 - - 145,663,425
Inter-segment revenue 750,000 4,929,899 1,853,372 - (7,533,271) -
Cost of revenue 105,362,952 807,572 11,720,047 - (7,432,021) 110,458,550
Gross profit 9,241,834 4,560,333 21,503,958 - (101,250) 35,204,875
Depreciation of property and

equipment and right of use assets 23,324,103 - 5,834,594 - - 29,158,697
Property and equipment 1,799,491,090 - 892,843,703 - - 2,692,334,793
Right of use assets 206,793,998 - 19,095,359 - - 225,889,357
Projects under construction 109,591,050 - 13,017,147 - - 122,608,197
Total assets 1,706,801,347 6,551,596 1,594,185,625 657,088,829  (520,938,657) 3,443,688,740
Total liabilities 1,642,937,496 13,084,885 146,370,374 881,878 (55,681,927) 1,747,592,706
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For the three months period ended 31 March 2023

4 OPERATING SEGMENTS (CONTINUED)

Reconciliation of information on reportable segments to income before zakat of the Group for the two periods ended

31 March:
2023 2022
SR SR
(Restated
Note 26)
Gross profit of operating segments 51,437,715 35,204,875
Un-allocated amount:
Selling and marketing expenses (984,119) (391,954)
General and administration expenses (11,440,230)  (11,496,275)
Financial charges on term loans (14,773,570) (6,798,379)
Financial charges on lease liabilities (3,587,860) (3,410,224)
Finance income 103,101 23,453
Other (expenses) / income, net (1,408,222) 2,325,755
Net gain on derivative financial instruments at FVTPL - 19,530,356
Total un-allocated amounts (32,090,900) (217,268)
Income before zakat 19,346,815 34,987,607
5 CASH AND CASH EQUIVALENTS
31 March 31 December
2023 2022
SR SR

Bank balances 55,874,240 73,698,564
Short term deposits 13,500,000 11,000,000
Cash on hand 707,543 649,050
Cash and cash equivalents 70,081,783 85,347,614
Bank overdraft (note 13) (37,125,020) (37,125,020)
Cash and cash equivalents (for interim condensed consolidated statement of cash

flows) 32,956,763 48,222,594

(a) Short term deposits represent Murabaha deposits with commercial banks and the maturity average of those deposits
ranges between 30 to 90 days and bears an average Murabaha commission of 493 basis points. Finance income for
the three months period ended 31 March 2023 amounted to SR 103,101 (31 March 2022: SR 23,453).

(b) As at 31 March 2023, the Group has available cash facilities amounting SR 416.9 million (31 December 2022: SR
438.7 million) representing unwithdrawn cash from the cash facility granted.
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6 TRADE RECEIVABLES
31 March 31 December
2023 2022
SR SR
Trade receivables 170,227,307 163,540,255
Expected credit loss (ECL) (31,889,955) (29,719,069)
138,337,352 133,821,186
Movement of expected credit loss is as follows:
31 March 31 December
2023 2022
SR SR
At 1 January 29,719,069 25,233,972
Charge for the period / year 2,468,841 4,927,895
Recovered during the period / year (297,955) (110,535)
Bad debts written off during the period / year - (332,263)
At the end of the period/ year 31,889,955 29,719,069
7 PREPAYMENTS AND OTHER CURRENT ASSETS
31 March 31 December
2023 2022
SR SR
Advance for rent (*) 51,818,607 58,818,607
Prepayments 6,922,294 6,359,973
Contract assets 6,298,057 6,192,289
Advances to suppliers 6,285,821 3,758,955
Amounts due from related parties 3,470,599 4,442,099
Advances to employees 3,024,689 3,270,738
Advances for real estate projects 1,796,104 1,796,104
Others 11,408,119 4,537,282
91,024,290 89,176,047

(*) Advance for rent represent a payment to lease a hotel building in Makkah Al-Mukaramah for period a of three and a half
years. The Group terminated the lease contract during 2020 and the amount will be recovered from the lessor, and
accordingly, the entire advance payment is classified under current assets. During 2021, the Group filed a lawsuit against
the lessor in order to enforce the collateral on the hotel land and recover the advance for rent. During the three months period
ended 31 March 2023, the Group has received SR 7 million. Management believes that the outstanding amount is fully
recoverable as it is secured through collateral on the title deed of the hotel’s land owned by the lessor.

8 DERIVATIVES FINANCIAL INSTRUMENTS

During 2018 the Group entered into two Interest Rate Swap derivative agreements (“the agreements”) with a local financial
institution. The derivatives carried an original maturity of 10 December 2024. One of these derivatives was called back by
the financial institution on 10 December 2022. The mentioned agreements are under legal case against the local financial
institution (note 22 —c).
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8 DERIVATIVES FINANCIAL INSTRUMENTS (continued)

The fair value of the Group derivative financial instrument as of 31 March 2023 is SR 0.109 million (31 December 2022:
SR 0.109 million).

During the three months period ended 31 March 2023, the net gain from derivative financial instrument is nil (31 March
2022: SR 19.5 million) (note 26).

The derivatives did not qualify for hedge accounting.
9 RIGHT OF USE ASSETS

The Group leases several assets including lands and a building. Information about assets for which the Group is a lessee is
presented below:

Lands Buildings Total
SR SR SR

Cost:
As at 1 January and 31 March 2023 54,973,553 207,408,999 262,382,552
Depreciation:
As at | January 2023 8,094,928 52,287,664 60,382,592
Charge for the period 595,779 2,860,115 3,455,894
As at 31 March 2023 8,690,707 55,147,779 63,838,486
Net book values:
As at 31 March 2023 46,282,846 152,261,220 198,544,066
Cost:
As at 1 January 2022 54,973,553 221,127,829 276,101,382
Lease adjustments (a) - (13,718,830) (13,718,830)
As at 31 December 2022 54,973,553 207,408,999 262,382,552
Depreciation:
As at 1 January 2022 5,710,560 40,829,714 46,540,274
Charge for the year 2,384,368 11,457,950 13,842,318
As at 31 December 2022 8,094,928 52,287,664 60,382,592
Net book values:
As at 31 December 2022 46,878,625 155,121,335 201,999,960

(a) Lease adjustments represent changes made to lease payments and terms agreed upon with the lessor.
(b) There were no leases with residual value guarantees to which the Group is committed.

(c) The depreciation charge has been allocated in the interim condensed consolidated statement of income to cost of
revenue.

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

-
P =N

144

2\

Shareholder Circular | 297

TAIBA INVESTMENTS

€l
160°709°TS9°C 1Z1°0v0°TL 09€°S61°€01 €SSPOL EIVLEE'LIT 6VL‘8T99Y 9LE€TYLIST 61STLOYYL €707 Y2 IBIAl € Je SV
anjeA Yoog 1N
6TT60TTLIT W9°106°ch SLS'SPLTOT £56°069°9 SOT‘8SL T8T S06°166°L0T 6¥0°8T1°679 - €20T YIIBIN 1€ SV
(86L°T81) - - (86LT81) - - - - s[esodsiq
PTI‘I89%T 8Sh°0€8 ¥89°599‘p L6¥6S 7€9078°s 9I8°I€6°T LEOELE 0T - potad ayy Joj a31ey)
€06°01LLYTL YSI‘ILO‘EY 168°T80°L6 ySTPI89 ELV'LEGILT 680090501 TI0°SPL8I9 - potiad ayp o Suruurdeq ) 1y
uoyn122.4dap papInunIdy
0TETI8°€T8E €9LIP6'STT SE6°EH6P0T 90S°S6€°L 815°560°00¥ ¥S9°079°pST STHIYL'961°T 61STLOVYL €C0T YDIBIN 1€ IV
(008°81) - - (008z81) - - - - s[esodsiq
BT 00S‘T¥T LLSLSE‘T - TETELT €L9699 - - suonippy
8€8ISSTT8E €97°008°ST1 850°985°€0T 90€°8LS L 987°778°66€ 186°0S6°€ST STHIYL'961°T 61S‘TLOPYL pouad ay yo Furuuidaq ayy 1y
150D
A as as as A as A) A)
iog Sumoypuod Juawdinba Sop1Hsa EXTTR 1 1duin Suipjing spuny
Hoy! ? 1010y ! ! 11!
1D [DJUID puv Sidunyovp s Suipping

pup S1010A2]7

INANAINOA ANV ALIAJOUd o1

€207 YOIBIAl [ € Popud poriad Syjuow 921y} oy} 10,
(@INNIINOD) (QFILIANVNN) INHNALV.LS TVIONVNIA LVAITOSNOD AASNAANOD WIMALINI dHL OL SHLON

(Auedwio)) 3001 JUIO[ IpNES V)

Auedwo) Arendsoy anQ

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

-
=N

N\

144

TAIBA INVESTMENTS

298 | Shareholder Circular

14!
‘uolf[Iur 61 YS Aq s109fo1d 9y} JO SWI UTRLIID JO 1500 PIjewnIsa-a1 dnoin oy ‘7z 10queded € papud Iedk oy Juung (e)
SE60V8ELYT 6L0°6TLTL L91°€0§°901 TS0Y9L €1888°TTI 768°068°81 €1V°966°LLS T 61STLOYPL TT0T 12quIada( 1€ I8 SV
anfeA Yood 19N
€06°01LLYI'T Y8I°1L0°Ey 168°T80°L6 ySTYI89 ELV'LE6ILT 680°090°501 T10°SPL 819 - T20T 1oquiaoa(] ¢ SY
(S9L°€sSS1) (0£5°39¢) (€LE°5LY) (960°05t) (99L°658°€1) - - - s[esodsi(q
9L6°T69°001 L69T9VE 0TL°0T6°81 YLLLTT 0£E°€08°+T 69T°S8I°11 981°€60°Th - Teok oyy 1oy a81ey)
T69°1LST90°T LI0'LL6'6E PPSLEO6L 9LS9E0°L 606°€66°59T 0T8vL8°E6 9T81S9°9LS - Teak oyp jo SuruurSoq oy 1y
uoND122.4dop PaIPINUNIOY
8€8°155°178°€ €9Z°008°S11 850°985°€0T 90€°8LS L 987°TT8°66€ 186°0S6°€S T STHIPL961°T 61STLOYYL TTOT 1oquiadn( [ € sV
(019°8LY'1) - - - (019°8Lt°T) - - - (&) syuounsnlpy
90€°TE9°TH S66°SET‘1 6£6°96S°L - 8€1°S61°8 6Ly 9TY'S SSLLLTOT - (11 @10u) uONONINSUOD
1opun s109fo1d woiy 19fsuel ],
(910°8€1°91) (€pL°LLE) (195°L56) (960°05¥) (919°CSEYT) - - - sfesodsi(y
T6TYLYTT 0L0°82C €10°¢6T°6 YTLYYT 10€°0007 P8I°L8T9 000°12S°T - suonIppy
998190 FLL E 17618 ¥ 11 L99°€S9°L81 8L9€8LL €L0°8SH €0V 8IELECTHT 0L9THO'ELI'T  61STLOYHL Teak a1y jo Suruuisoq oy 1y
150D
A4S A A4S 4s A ys A4S 4s
miog Suoypuod Juawdinba $21211f24 LOJOIN 2NN SpuauA0.4duu] s3uipjing spuvy
AID [D.0UDD pup Lpuiyovp s, Bupping

pUp S.101pA2]F

(TINNIINOD) INAWIINOT ANV ALIAJOUd (1]

€20T YOIBN [ € papud porrad sypuot 931y} Y} 10,]
(@ENNILNOD) (@IILIANVNN) INFNFLVLS TVIONVNIA A4LVAITOSNOD dIdSNAANOD WIALNI dHL OL SALON

(Auedwo)) 3003S JuIO( IPNES V)

Kuedwo) Ayrendsoy mQq

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

2N
77 N\
Jlaiiwdlédy .
TAIBA INVESTMENTS Shareholder Circular ‘ 299

Dur Hospitality Company
(A Saudi Joint Stock Company)
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(UNAUDITIED) (CONTINUED)
For the three months period ended 31 March 2023

11 PROJECTS UNDER CONSTRUCTION

Movement in projects under construction is as follows:

For the three

months period For the year ended

ended 31 March 31 December

2023 2022

SR SR
At the beginning of the period/year 175,213,850 95,507,055
Additions during the period / year 44,200,447 149,771,785
Transfers to property and equipment (note 10) - (42,632,306)
Impairment of projects under construction - (27,432,684)
At the end of the period/year 219,414,297 175,213,850

(a) The projects under construction mainly represent the cost of constructing new hotels and renovating existing hotels
in addition to other projects. This item includes contractors' costs, project management expenses, design expenses,
advances to contractors, borrowing cost and other miscellaneous expenses.

(b) The Group reviews the progress of these projects periodically. During the three months period ended 31 March 2023,
the Group did not notice any indicators of impairment for the ongoing projects.

(c) Transfers into property and equipment during 2022 amounting SR 42.6 million mainly represent the cost of
construction of new apartments in Tabuk Region and cost of renovation of properties in Hospitality and Property
Rental segments in Riyadh City.

12 ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

31 March 31 December

2023 2022

SR SR

Contract liabilities 69,147,420 62,434,029
Accrued staff benefits 20,813,917 23,878,761
Retentions payable 18,295,932 15,719,558
Payable to contractors 16,016,518 16,328,089
Accrued financial charges 12,188,174 11,093,725
Accrued management and franchising fee 4,448,977 4,791,691
Accrued utilities and other services 2,911,876 3,600,233
Accrued professional fees and other services 2,670,531 2,530,180
Others (*) 15,341,065 12,121,780
161,834,410 152,498,046

(*) This includes accruals for VAT, municipality charges, tobacco tax and other accruals.

15
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For the three months period ended 31 March 2023

13 TERM LOANS

The Group has secured term loans from number of local banks in the form of Murabaha financing with a total carrying
value of SR 1,038 million as at 31 March 2023 (31 December 2022: SR 1,062 million) which accrue Murabaha
commission at SIBOR plus agreed margin, which are equivalent to the market interest rates. These financing are secured

by promissory notes and assignment of proceeds from certain projects’ rentals.

Loan agreements include covenants mainly related to maintaining certain leverage ratios, total debt to equity and other
covenants. Under the terms of these agreements, the banks have the right to demand immediate repayment of the loans
if any of the covenants are not met. The Group was compliant with the loan covenants as at 31 March 2023 and 31

December 2022.

Term loans
Bank overdraft

31 March 31 December
2023 2022

SR SR
1,038,462,179 1,062,668,575
37,125,020 37,125,020
1,075,587,199 1,099,793,595

Bank overdraft represents balance in a US dollar bank account resulting from the settlement of the derivative financial

instruments.

Classification of the borrowings is as follows:

Term loans - current portion
Bank overdraft

Current borrowings

Term loans - non- current portion
Total borrowings

14 LEASE LIABILITIES

31 March 31 December
2023 2022

SR SR
137,914,543 133,882,321
37,125,020 37,125,020
175,039,563 171,007,341
900,547,636 928,786,254
1,075,587,199 1,099,793,595

Set out below are the carrying amounts of lease liabilities recognised and the movements during the period/year :

At the beginning of the period/year
Lease adjustment

Interest for

Payments

COVID-19 related rent concession

At the end of the period/year

The present value of the net lease payments is as follows:
Current
Non-Current

For the three For the year
months period ended 31
ended 31 March December
2023 2022

SR SR
330,680,112 345,652,935

- (13,718,830)
3,706,427 15,006,421

- (16,009,379)

- (251,035)
334,386,539 330,680,112
45,477,428 34,472,722
288,909,111 296,207,390

16
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14 LEASE LIABILITIES (CONTINUED)

The following are the amounts recognised in interim condensed consolidated statement of income:

Depreciation expense of right-of-use assets
Financial charges on lease liabilities

Total amount recognised in consolidated statement of income

15 ZAKAT

For the three months period ended

31 March2023 31 March 2022
SR SR

3,427,082 3,592,182

3,587,860 3,410,224

7,014,942 7,002,406

The Company and its subsidiaries file their Zakat returns individually based on their financial statements. Therefore,
Zakat base is identified and calculated for the Company and its subsidiaries individually, and total estimated Zakat is
presented in the interim condensed consolidated statement of income for the Group.

Movement in provision for Zakat is as follows:

For the three For the year

months period

ended 31 I;Ziii;e Ir

March2023 2022

SR SR
At the beginning of the period/year 11,205,828 13,662,198
Provided during the period/year 1,624,000 4,575,343
Payments made during the period/year (7,745,078) (7,031,713)
At the end of the period/year 5,084,750 11,205,828

Zakat status
The Company and its subsidiaries have filed their Zakat returns with Zakat, Tax and Customs Authority (“ZATCA”) for
all years up to 2022.

The Company received its zakat assessments from ZATCA up to 31 December 2014 G and for the years 2016, 2017 and
2018.

ZATCA issued zakat assessments for the years from 2015 to 2018. The Company submitted its objections on those
assessments. Those objections were accepted by ZATCA, except for an amount of SR 0.86 million for the year 2015.
The Company submitted its appeal to the General Secretariat of the Committees (“GSTC”). GSTC accepted the
Company’s objections for amount of SR 0.62 million and rejected an amount of SR 0.25 million. In May 2022, ZATCA
appealed to Appeal Committee for Tax Violations and Disputes Resolution (“ACTVDR”) against GSTC decision. The
Company has submitted its response to ACTVDR within the timeline required and the outcome has not been finalized
yet.

ZATCA issued zakat assessment for the year 2019, which resulted in zakat differences of SR 3.03 million. The Company
has paid all the unobjectionable amounts aggregating SR 1.2 million and raised objections to the rest of the items in
dispute. This resulted in the issuance of an amended assessment by ZATCA with additional amount of SR 1.04 million.
The Company filed an objection with the GSTC to consider the items under objection. The Committee for Resolution of
Tax Violations and Disputes “CRTVD” issued its decision and rejected the Company’s objection. The Company has
appealed to the Appellate Committee for Tax Violations and Disputes Resolution “ACTVDR” within the timeline
required and the outcome has not been finalized yet.

ZATCA also issued zakat assessment for the year 2020, which resulted in zakat differences of SR 2.11 million. The
Company paid all the unobjectionable amounts amounting to SR 1.76 million and objected to the rest of the items in
dispute. ZATCA has issued its amended assessment, which included the acceptance of all the items objected to by the
Company, thus canceling all zakat obligations related to the year 2020.

17
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15 ZAKAT (CONTINUED)

ZATCA has not finalized yet the zakat assessment for the year ended 31 December 2021 and 2022.
ZATCA issued zakat assessments for the subsidiaries for all the years up to 2018.

16 SHARE CAPITAL

The authorised, issued and fully paid share capital of the Company consists of 100 million shares of SR 10 each (31
December 2022: 100 million shares of SR 10 each).

17 DIVIDENDS PAYABLE

As at 31 March 2023, current liabilities include the balance of dividends payable amounting to SR 43.7 million (31
December 2022: SR 43.7 million), which represents amounts due to shareholders for dividends in previous years that
were not claimed by them as at the date of the consolidated statement of financial position.

18 REVENUE FROM CONTRACTS WITH CUSTOMERS

Following is the disaggregation of the Group’s revenue from contracts with customers:

For the three months period ended Property

31 March 2023 Hospitality Rental ~ Management Total
SR SR SR SR

Type of goods or service

Hospitality services - rooms 101,148,931 - - 101,148,931

Sales of goods - food and beverage 31,311,630 - - 31,311,630

Other hospitality revenues 2,262,149 - - 2,262,149

Rental income - 32,526,503 - 32,526,503

Management fee - - 901,036 901,036

Total revenue from contracts with customers 134,722,710 32,526,503 901,036 168,150,249

Timing of revenue recognition

Over time 103,411,080 32,526,503 901,036 136,838,619
At a point in time 31,311,630 - - 31,311,630
Total revenue from contracts with customers 134,722,710 32,526,503 901,036 168,150,249
For the three months period ended Property
31 March 2022 Hospitality Rental Management Total
SR SR SR SR
Type of goods or service
Hospitality services - rooms 79,237,866 - - 79,237,866
Sales of goods - food and beverage 29,276,782 - - 29,276,782
Other hospitality revenues 5,340,138 - - 5,340,138
Rental income - 31,370,633 - 31,370,633
Management fee - - 438,006 438,006
Total revenue from contracts with customers 113,854,786 31,370,633 438,006 145,663,425

Timing of revenue recognition

Over time 84,578,004 31,370,633 438,006 116,386,643

At a point in time 29,276,782 - - 29,276,782

Total revenue from contracts with customers 113,854,786 31,370,633 438,006 145,663,425
18
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENT

(UNAUDITIED) (CONTINUED)
For the three months period ended 31 March 2023

19 COST OF REVENUES

For the three-month period ended
31 March 2023 31 March 2022

SR SR

Salaries and benefits 46,773,545 44,008,901
Depreciation of property and equipment and right of use assets 27,767,476 28,816,307
Operating supplies 10,985,498 9,647,742
Food and beverage 9,515,104 9,351,486
Utilities 5,978,389 5,963,722
Service and operation fees 4,501,452 2,761,949
Advertising and promotion activities 4,321,346 4,012,955
Commission for travelling agency and credit cards 3,184,915 2,108,624
Repair and maintenance 2,864,845 2,782,469
Security and guarding 83,513 164,600
Others 736,451 839,795
116,712,534 110,458,550

20 GENERAL AND ADMINISTRATIVE EXPENSES
For the three-month period ended

31 March 2023 31 March 2022

SR SR

Salaries and other employee benefits 6,271,318 5,401,472
Expected credit loss, net (note 6) 2,170,886 2,646,984
Board of Director remuneration 980,000 887,500
Subscription 765,822 729,799
Professional fee 494,305 557,032
Depreciation of property and equipment 340,730 342,390
Hospitalities 147,174 434,366
Others 269,995 496,732
11,440,230 11,496,275

21 OTHER (EXPENSES) / INCOME, NET
For the three-month period ended

31 March 2023 31 March 2022

SR SR

Consultancy expenses (a) (1,423,872) -
Accruals no longer required - 2,220,155
Others, net 15,650 105,600
(1,408,222) 2,325,755

(a) The Group incurred certain expenses of due diligence and other professional services as a result of proposed merger
activities.

19
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Dur Hospitality Company
(A Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENT

(UNAUDITIED) (CONTINUED)
For the three months period ended 31 March 2023

22 COMMITMENTS AND CONTINGENCIES
Capital commitments

a) The Group has entered into capital commitments of SR 240.3 million (31 December 2022: SR 286.9 million) related
to its capital work in progress.

b) The Group has capital commitment in relation to equity accounted investees’ projects under construction of SR 49
million (31 December 2022: SR 49 million).

Contingencies

a)  As at 31 March 2023, the Group had issued letters of guarantee amounting to SR 29.5 million (31 December 2022:
SR 29.03 million). These guarantees are without cash margin.

b) For Zakat related matters, refer to note 15.

¢) During 2018 the Group entered into two Interest Rate Swap derivative agreements (“the agreements”) with a local
financial institution. During 2020, the Group disputed the validity of these agreements and filed a lawsuit (“the
Lawsuit”) against the financial institution before the Committee for Resolution of Securities Disputes (“the
CRSD”). The financial institution has also filed a lawsuit against the group claiming for the amounts from those
agreements. On 14 February 2022, the CRSD has issued its final decision for lack of jurisdiction of an authority
and clarified that this lawsuit is subject to the Committee of Banking and Financial Disputes and Violations
(“CBFDV”). On 10 March 2022, the Group filed a new lawsuit before the Committee of Banking and Financial
Disputes and Violations to revoke the agreements. There is no progress on the outcome of the lawsuit as of 31
March 2023. The Group is still pursuing the legal case, regardless of recognizing the derivatives as per the
requirements of IFRS, and the potential outcome of the claim cannot be reasonably estimated as this stage.

23 BASIC AND DILUTED EARNINGS PER SHARE

Basic and diluted earnings per share is calculated by dividing the profit for the period attributable to equity holders of the
Company by the weighted average number of ordinary shares outstanding during the period plus the weighted average
number of ordinary shares that would be issued on conversion of all the dilutive potential ordinary shares into ordinary

shares.
31 March 2023 31 March 2022
SR SR
Income for the year attributable to the equity holders of the Parent 16,986,019 32,329,193
Weighted average number of outstanding shares 100,000,000 100,000,000
Basic and diluted earnings per share 0.17 0.32

24 INTERIM RESULTS

The operations and revenues of the Group are affected by the seasonal changes during the year and for certain periods.
Therefore, the results of operations for the three months period ended 31 March 2023, may not necessarily be indicative
of the annual results of the Group.

25 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

Fair value is 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. Financial instruments comprise of financial assets and financial liabilities.
The Group’s financial assets consist of cash and bank balances, short term deposits, investments, trade receivables and
due from related parties. Its financial liabilities consist of term loans, trade payables, due to related parties and derivatives.

20
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Dur Hospitality Company
(A Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENT

(UNAUDITIED) (CONTINUED)

For the three months period ended 31 March 2023

25 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS (CONTINUED)

The management assessed that fair value of cash and bank balances, short term deposits, trade receivables, amounts due
from related parties, trade payables and amounts due to related parties approximate their carrying amounts largely due
to the short-term maturities of these instruments. As for term loans, the fair value does not materially differ from the
book value included in the interim condensed consolidated financial statements as the current interest rates prevailing in
the market for similar financial instruments do not significantly differ from the contracted prices.

The investment at FVOCI is classified within Level 3 of the fair value levels and measured by management at fair value
using the two income methods (discounted cash flows) and market (Price-to-earnings Ratio) methods.

For derivative financial instruments, the fair value is calculated using valuation techniques include swap models using

present value calculations. The models incorporate various inputs including the credit quality of counterparties,
interest rate curves and forward rate curves of the underlying commodity.

Financial Assets

Financial assets carried at fair value

Investment at FVOCI
Derivative financial instrument

Total financial assets carried at fair value
Financial assets carried at amortised cost
Cash and cash equivalents

Trade receivables

Due from related parties

Total financial assets carried at amortised cost

Total financial assets

Total current financial assets
Total non-current financial assets

Financial liabilities

Financial liabilities carried at amortised cost
Trade payables

Term loans

Due to related parties

Total financial liabilities carried at amortised cost

Total current financial liabilities
Total non-current financial liabilities

31 March 31 December
2023 2022

SR SR

2,520,084 2,520,084
109,916 109,916
2,630,000 2,630,000
70,081,783 85,347,614
138,337,352 133,821,186
3,470,599 4,442,099
211,889,734 223,610,899
214,519,734 226,240,899
211,889,734 223,610,899
2,630,000 2,630,000
214,519,734 226,240,899
31 March 31 December
2023 2022

SR SR
33,887,554 24,798,564
1,075,587,199 1,099,793,595
35,042,603 35,246,712
1,144,517,356 1,159,838,871
243,969,720 231,052,617
900,547,636 928,786,254
1,144,517,356 1,159,838,871
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Dur Hospitality Company
(A Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENT

(UNAUDITIED) (CONTINUED)
For the three months period ended 31 March 2023

26 COMPARATIVE PERIOD ADUSTMENTS

During the three months period ended 31 December 2022, the Group retrospectively processed the accounting of financial
derivatives relating to the prior periods. Those adjustments are related to the interest rate swaps, which were not
previously recorded by management in the periods prior to 31 December 2022.

The effect of those adjustment on the interim condensed consolidated financial statements for the three months period
ended 31 March 2022 has been summarized below:

(a) Impact on interim cond dc lidated statement of profit or loss
31 March 2022
SR
Net gain on derivative instruments at fair value through profit or loss 19,530,356
Net impact on profit for the period 19,530,356
Attributable to:
Equity holders of the Parent 19,530,356
Non-controlling interests -
(b) Impact on basic and diluted earnings per share (EPS)
Basic and diluted, loss for the year attributable to equity holders of the Parent 019
(c) Impact on the statement of cashflows:
31 March 2022
Net cash used in operating activities (5,060,714)

Certain other comparative numbers have been reclassified to conform with the current period presentation.
27 SIGNIFICANT EVENTS

The Company’s board of directors, on 23 Juma’ada I 1444H (corresponding to 17 December 2022), signed a non-binding
Memorandum of Understanding (“MOU”) with Taiba Investments Company (“Taiba”), a Saudi Joint Stock Company,
for potential acquisition (“Proposed Transaction”) of the Company by Taiba.

Pursuant to the MOU, the Proposed Transaction was to be implemented through share exchange offer made by Taiba (in
its capacity as the offeror) to Company’s shareholders (in their capacity as the offerees) for the purposes of acquiring all
of the Company’s issued shares. The consideration payable by Taiba to Company’s shareholders will be the issuance of
new shares in Taiba in accordance with the Merger and Acquisition Regulations issued by the board of the Capital Market
Authority (“CMA”) and other relevant rules and regulations, which would result in the delisting of Dur Hospitality
Company, and it would be a wholly owned subsidiary of Taiba.

Subsequent to the period, the Company entered into a legally binding implementation agreement with Taiba Company
on 17/9/1444H (corresponding to 8/4/2023G) (the “Implementation Agreement”), pursuant to which both companies
agreed that Taiba Company shall make an offer to acquire all shares in Dur in consideration for newly issued shares in
Taiba Company to the shareholders of Dur Company pursuant to Article (26) of the Merger and Acquisition Regulations
and the Rules on the Offer of Securities and Continuing Obligations issued by the board of the Capital Market Authority,
and in accordance with a number of the terms and conditions of the Implementation Agreement.
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Dur Hospitality Company
(A Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENT

(UNAUDITIED) (CONTINUED)
For the three months period ended 31 March 2023

28 SUBSEQUENT EVENTS

1-  On 8 April 2023, the Company has entered into a legally binding implementation agreement with Taiba Company
(note 27).

2-  Subsequent to period end, the Group has received an amount of SR 8 million from the advance for rent paid to rent
a hotel in Mecca (note 7).

Except for the above matters, there are no other subsequent events that have occurred up to and including the date of the
approval of the interim condensed consolidated financial statements which could materially affect the interim condensed

consolidated financial statements and the related disclosures for the period ended 31 March 2023.

29 APPROVAL OF THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

These interim condensed consolidated financial statements were approved on 20 Shawwal 1444H (corresponding to 10
May 2023).
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INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
For the period ended 30 June 2023
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INDEPENDENT AUDITOR'S REVIEW REPORT ON THE INTERIM CONDENSED CONSOLIDATED
FINAMCIAL STATEMENTS TO THE SHAREHOLDERS QF DUR HOSPITALITY COMPANY
(A Saudi Joint Stock Company)

Intreduction:

We have reviewed the accompanying interirm condensed consolidatcd statemenl of financ
position of Qur Hespitality Cempany (the “'Company™) and its subsidfaries (collectively referred to
as the "Group™} as ab 30 June 2023, and the related intarim condensed consolidat ed statement of
caraprencrsive income fer the thres-month and six-month pericds ended 30 Junc 2023, zne tqe
related inlerim condensed consolidzted stetements of changes ineguity ard cash flows for the sixe
manth perod then ended, and explanatory nofes. Board of Dircctors is responsible far the
praparation and presentation of thess interim condensed consolidsled tinancal stztements in
accordance with Internat’onal Accounting Standard 34, “interim Financial Repo-ling™ (“145 34" as
ardzrsed in the Kingzorm of Saudi Arabia. Our responsibiiny is to express a canciusion on Lhese
interim condensed conszlidated finarcial statements basec on our review.

Scape of Review:

e canducied our review in accordance with International Standa~d o Review Engagemreants
2410,"Review of Interim Firancial Infarmat’an Performed by the Independent Auditor of the Enlily”
andarsed in the Kingdom of Saudi Arabia. A roview of interim financial statements consisis of
making inguries, pranarily trom persons responsible for f'nancial and accounting mallers, and
appiing enalytical and other review procedu-es. A review is substantialy less in scope than an cudit
cenducted in accordance with International Standards or Auditing that arz endarsed in the Kingdom
of Saud! Arabia and censequently does not engble us to oatain assurance that we would become
awarc of ali significznt matters that might be icentified in an audit, Accordingly, we do not cxpross
an audil opiricn,

Conclusion;

Based on our review. nethirg hes come to our attention that causes us to believe that the
accompary ng interim candensed consalidated financial statemeants re not prepared, in all material
respecls, ir gccordance with 1AS 34 “Interim Financial Reporting™ as endorsed in the Kingdoem of
Szudi Arabia.

far Ernst & Young Professional Services

Fanad M. al-Toaimi
Ceriified Fublic Accountart
License Na. 354
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Dur Hospitality Company
(A Saudi Joint Stock Company)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 30 June 2023

30 June 31 December

2023 2022
(Unaudited) (Audited)
Note SR SR
ASSETS
CURRENT ASSETS
Cash and cash equivalents 5 101,493,156 85,347,614
Trade receivables 6 150,088,525 133,821,186
Prepayments and other current assets 7 84,983,456 89,176,047
Inventories 23,166,036 21,774,628
Derivative financial instrument 8 109,916 109,916
TOTAL CURRENT ASSETS 359,841,089 330,229,391
NON-CURRENT ASSETS
Investments at fair value through other comprehensive income (FVOCT) 2,520,084 2,520,084
Investments in equity accounted investees 39,088,455 33,066,318
Right of use assets 9 195,084,673 201,999,960
Property and equipment 10 2,631,373,745 2,673,840,935
Projects under construction 11 280,198,315 175,213,850
TOTAL NON-CURRENT ASSETS 3,148,265,272  3,086,641,147
TOTAL ASSETS 3,508,106,361 3,416,870,538
LIABILITIES AND EQUITY
LIABILITIES
CURRENT LIABILITIES
Term loans - current portion 13 221,896,788 171,007,341
Lease liabilities - current portion 14 43,698,288 34,472,722
Trade payables 30,866,192 24,798,564
Accrued expenses and other current liabilities 12 168,939,020 152,498,046
Due to related parties 34,841,084 35,246,712
Dividend payable 17 43,652,117 43,659,810
Provision for zakat 15 6,691,779 11,205,828
TOTAL CURRENT LIABILITIES 550,585,268 472,889,023
NON-CURRENT LIABILITIES
Term loans — non-current portion 13 918,135,483 928,786,254
Lease liabilities — non-current portion 14 292,660,218 296,207,390
Employees' terminal benefits 64,681,387 60,679,823
TOTAL NON-CURRENT LIABILITIES 1,275477,088  1,285,673,467
TOTAL LIABILITIES 1,826,062,356 1,758,562,490
EQUITY
Share capital 16 1,000,000,000 1,000,000,000
Statutory reserve 500,000,000 500,000,000
Retained earnings 127,485,883 103,460,229
Revaluation reserve of investment at fair value through OCI (4,479,916) (4,479,916)
TOTAL EQUITY ATTRIBUTABLE TO SHAREHOLDERS OF THE
PARENT COMPANY 1,623,005,967 1,598,980,313
Non-controlling interests 59,038,038 59,327,735
TOTAL EQUITY 1,682,044,005 1,658,308,048
TOTAL LIABILITIES AND EQUITY 3,508,106,361  3,416,870,538

The attached notes 1 to 29 form an integral part of these interim condensed consolidated financial statements.
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

(UNAUDITED)

For the three-month and six-month periods ended 30 June 2023

REVENUE

Hospitality income
Rental income
Management fees income
TOTAL REVENUE

Cost of revenues
GROSS PROFIT

EXPENSES

Selling and marketing expenses
General and administrative expenses
TOTAL EXPENSES

OPERATING INCOME

Financial charges

Financial charges on lease liabilities
Finance income

Other (expenses) / income, net

Net gain on derivative instruments at fair value

through profit or loss

Share in results of equity accounted investees

INCOME BEFORE ZAKAT

Zakat

NET INCOME FOR THE PERIOD

TOTAL COMPREHENSIVE INCOME FOR

THE PERIOD
Attributable to:

Equity holders of the parent
Non-controlling interests

Earnings per share

Basic and diluted earnings per share for the
attributable to equity holders of the parent

Note

18
18
18

20

14

21

15

23

For the three-month period

For the six-month period

ended 30 June ended 30 June
2023 2022 2023 2022
SR SR SR SR

(Restated (Restated
Note 26) Note 26)
142,278,634 91,960,610 277,001,344 205,815,396
33,621,392 31,912,449 66,147,895 63,283,082
1,909,686 907,115 2,810,722 1,345,121
177,809,712 124,780,174 345,959,961 270,443,599
(136,657,034)  (105,421,425) (253,369,568) (215,879,975)
41,152,678 19,358,749 92,590,393 54,563,624
(621,002) (1,152,306) (1,605,121) (1,544,260)
(12,497,437) (9,479,450) (23,937,667) _ (20,975,725)
(13,118,439) (10,631,756) (25,542,788)  (22,519,985)
28,034,239 8,726,993 67,047,605 32,043,639
(15,816,984) (10,886,666) (30,590,554)  (17,685,045)
(3,632,539) (3,568,850) (7,220,399) (6,979,074)
120,337 4,417 223,438 27,870
26,589 635,222 (1,381,633) 2,960,977
- 9,218,625 - 28,748,981
- 593,556 - 593,556
8,731,642 4,723,297 28,078,457 39,710,904
(1,624,000) (718,944) (3,248,000) (3,060,999)
7,107,642 4,004,353 24,830,457 36,649,905
7,107,642 4,004,353 24,830,457 36,649,905
7,039,635 4,640,305 24,025,654 36,969,498
68,007 (635,952) 804,803 (319,593)
7,107,642 4,004,353 24,830,457 36,649,905
0.07 0.05 0.24 0.37

The attached notes 1 to 29 form an integral part of these interim condensed consolidated financial statements.
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Dur Hospitality Company
(A Saudi Joint Stock Company)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (UNAUDITED)
For the six months period ended 30 June 2023

For the six months period

ended 30 June
2023 2022
Note SR SR
(Restated
Note 26)
OPERATING ACTIVITIES
Income before zakat 28,078,457 39,710,904
Adjustments for:
Depreciation of property and equipment 10 49,542,127 50,984,501
Depreciation of right of use assets 14 6,857,662 6,756,775
Provision of expected credit losses on trade receivables, net 6 4,243,771 2,888,282
COVID-19 related rent concession - (251,035)
Share of results of equity accounted investees - (593,556)
(Gain) loss on sale of property and equipment (37,385) 86,646
Provision for employees’ terminal benefits 8,198,765 7,334,801
Financial charges on lease liabilities 14 7,220,399 6,979,074
Financial charges on term loans 30,263,378 15,011,440
Gain on change in fair value of derivatives at FVTPL, net - (38,447,711)
134,367,174 90,460,121
Working capital changes:
Trade receivables (20,511,110) (13,495,984)
Prepayments and other current assets 4,192,591 (10,711,684)
Inventories (1,391,408) (1,918,890)
Trade payables 6,067,628 1,010,348
Accrued expenses and other current liabilities 9,583,613 (7,329,255)
Due to related parties (405,628) (737,900)
Cash from operations 131,902,860 57,276,756
Zakat paid 15 (7,762,049) (7,026,713)
Employees' terminal benefits paid (4,197,201) (5,930,419)
Net cash from operating activities 119,943,610 44,319,624
INVESTING ACTIVITIES
Additions to property and equipment 10 (5,477,638) (10,482,304)
Additions to projects under construction (101,354,802) (47,584,358)
Additions to investment in equity accounted investee (6,022,137) -
Proceeds from investment in equity accounted investees - 3,750,000
Proceeds from sale of property and equipment 63,612 515,326
Net cash used in investing activities (112,790,965) (53,801,336)
FINANCING ACTIVITIES
Proceeds from term loans 107,032,750 108,099,724
Repayment of term loans (66,794,074) (85,251,857)
Dividends paid (7,693) (150,366)
Payments of lease liabilities (1,779,140) (7,957,330)
Financial charges paid on term loans (29,458,946) (12,018,467)
Net cash from financing activities 8,992,897 2,721,704
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 16,145,542 (6,760,008)
Cash and cash equivalents at the beginning of the period 48,222,594 74,444,282
CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD 5 64,368,136 67,684,274
SIGNIFICANT NON-CASH TRANASCATIONS:
Transfer of projects under construction to property and equipment 1,623,526 -
Finance cost on term loans capitalized in projects under construction 4,958,429 -
Finance cost on lease capitalized in projects under construction 237,135 452,585
Depreciation of right of use assets capitalized in projects under construction 57,625 159,137

The attached notes 1 to 29 form an integral part of these interim condensed consolidated financial statements.
5
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Dur Hospitality Company
(A Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITIED)
30 June 2023

1 ACTIVITIES

Dur Hospitality Company (the “Company” or the “Parent Company”) is a Saudi Joint Stock Company formed under the
Regulations for Companies and is registered in the Riyadh, Kingdom of Saudi Arabia (“KSA”) under the commercial
registration number 1010010726 dated 6 Muharram 1397H (corresponding to 27 December 1976).

The Company's principal activities comprise of the construction, acquisition, operation, management, through
partnership and rent of hotels, restaurants, motels, rest stops, entertainment centers, travel agencies, private and public
roads and tourism areas. In addition, the activities include the acquisition, development and sale of lands and construction
of buildings thereon or rent of lands, providing services to pilgrims and visitors of the Prophet's (PBUH) Mosque. The
Company carry out its activities by itself or through others jointly or separately.

These interim condensed consolidated financial statements include the financial information of the Company and the
following subsidiaries (together referred to as the “Group”):

Direct and indirect
Ownership %

Share 30 June 31 December

Subsidiaries Capital 2023 2022
SR

Makkah Hotels Company Limited 165,600,000 99.44% 99.44%
Saudi Hotel Services Company 70,000,000 70% 70%
Alnakheel for Tourist Areas Company Limited 59,250,000 98.73% 98.73%
Nuzul Shada Hospitality Company 40,000,000 60% 60%
Tabuk Hotels Company Limited 27,300,000 97.14% 97.14%
Jude Alia Company Limited 100,000 99% 99%
Al Sawaed Al Kareemah Investment and Real Estate Development
Company 100,000 95% 95%
Sofraa Al Ewaa Hospitality Company (One Person Company) 100,000 100% 100%
Dara Oasis Company Limited (One Person Company) 100,000 100% 100%
Dur Real Estate Communities Company (One Person
Company) 100,000 100% 100%
Alsarh Alaniq operation and maintenance Company (One Person
Company) 100,000 100% 100%

The following are details of the subsidiaries and their activities:

Makkah Hotels Company Limited

Makkah Hotels Company Limited is a Saudi limited liability company and is registered under the commercial registration
number 4031011879 dated 20 Ramadan 1402H (corresponding to 12 July 1982). The company is engaged in hospitality
services inside and outside the KSA. The company owns Makarem Ajyad Hotel in Makkah.

Saudi Hotel Services Company Limited

Saudi Hotel Services Company is a Saudi limited liability company and is registered under the commercial registration
number 1010010454 dated 11 Dhul-Qadah 1396H (corresponding to 4 November 1976). The company owns Crown
Plaza - Riyadh Palace Hotel.

Alnakheel for Tourist Areas Company Limited

Alnakheel for Tourist Areas Company Limited is a Saudi limited liability company and is registered under the
commercial registration number 4030092204 dated 22 Jumad Thani 1413H (corresponding to 17 December 1992). The
company owns Makarem Alnakheel Hotel and Resort in Jeddah.

Nuzul Shada Hospitality Company

Nuzul Shada Hospitality Company is a Saudi limited liability company and is registered under the Commercial
Registration number 4030166369 dated 8 Muharram 1428H (corresponding to 27 January 2007). The company is
engaged in general construction of residential buildings, management and leasing of owned and leased real estate
(residential), and management and leasing of real estate owned or leased (non-residential).
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Dur Hospitality Company
(A Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENT

(UNAUDITIED) (CONTINUED)
30 June 2023

1 ACTIVITIES (CONTINUED)

Tabuk Hotels Company Limited

Tabuk Hotels Company Limited is a Saudi limited liability company and is registered under the commercial registration
number 3550006303 dated 5 Rabi Thani 1406H (corresponding to 17 December 1985). The company owns Holiday Inn
Tabuk Hotel.

Jude Alia Company Limited

Jude Alia Company Limited is a Saudi limited liability company and is registered under the commercial registration
number 1010428949 dated 25 Safar 1436H (corresponding to 17 December 2014). The principal activities of the
company include building and construction.

Al Sawaed Al Kareemah Investment and Real Estate Development Company

Al Sawaed Al Kareemah Investment and Real Estate Development Company is a Saudi limited liability company and is
registered under the commercial registration number 1010437489 dated 26 Dhul-Qadah 1436H (corresponding to 10
September 2015). The company is engaged in construction, transportation, storage, refrigeration, financial and business
services, as well as tourist accommodation services pursuant to the license of the Saudi Commission for Tourism and
National Heritage No. (37/0096/F) dated 6 Safar 1437H (corresponding to 18 November 2015).

Sofraa Al Ewaa Hospitality Company

Sofraa Al Ewaa Hospitality Company is Saudi One Person limited liability company and is registered under commercial
registration number 1010901133 dated 27 Safar 1439H (corresponding to 16 November 2017). The company is engaged
in providing hospitality services, establishment of restaurants, hotels and exhibitions.

Dara Oasis Company Limited

Dara Oasis Company Limited is a Saudi One Person limited liability company and is registered under commercial
registration number 1010901132 dated 27 Safar 1439H (corresponding to 16 November 2017). The company is engaged
in providing tourism activities.

Dur Real Estate Communities Company (One Person Company)

Dur Real Estate Communities Company (one person company) is a Saudi limited liability company registered under CR
No. 1010596957 on 30 Muharram 1441H (corresponding to 29 September 2019). The main activity of the company is
the management and leasing of owned or leased residential and non-residential properties.

Alsarh Alaniq Operation and Maintenance Company
Alsarh Alaniq operation and maintenance Company (one-person company) is a Saudi limited liability company registered
under CR No. 1010596958 on 30 Muharram 1441H (corresponding to 29 September 2019). The main activity of the
company is cleaning of new buildings after construction.

2 MATERIAL ACCOUNTING POLICY INFORMATION
2.1 Basis of preparation

These interim condensed consolidated financial statements have been prepared in accordance with International
Accounting Standard 34 “Interim Financial Reporting” (“IAS 34”) as endorsed in Kingdom of Saudi Arabia and other
standards and pronouncements issued by Saudi Organization for Chartered and Professional Accountants (SOCPA).

The interim condensed consolidated financial statements do not include all information and disclosures required for a
complete set of financial statements prepared in accordance with International Financial Reporting Standards as endorsed
in the Kingdom of Saudi Arabia and should be read in conjunction with the Group’s consolidated financial statements as
at and for the year ended 31 December 2022.

2.2 Basis of measurement

The interim condensed consolidated financial statements have been prepared on a historical cost basis, except for:

- investment in equity instruments at FVOCI and derivative financial instruments, which are measured at fair value;
and

- employees’ end of service benefits which are measured under projected credit unit method.

Further, these interim condensed consolidated financial statements have been prepared using accrual basis of accounting
and on the basis that it will continue to operate as a going concern.
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Dur Hospitality Company

(A Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENT
(UNAUDITIED) (CONTINUED)

30 June 2023
2 MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)
2.3 Functional and presentation currency

These interim condensed consolidated financial statements are presented in Saudi Riyals (“SR”), which is the functional
and presentation currency of the Group. These interim condensed consolidated financial statements have been rounded-
off to the nearest Saudi Riyal, unless otherwise stated.

2.4 New standard and dments issued and effective

Following are standards and amendments, which are effective for annual periods beginning on or before 1 January 2023:

Name of standard, amendment, or interpretation

- IFRS 17 Insurance Contracts

- Definition of Accounting Estimates - Amendments to IAS 8

- Disclosure of Accounting Policies - Amendments to IAS 1 and IFRS Practice Statement 2

- Deferred Tax related to Assets and Liabilities arising from a Single Transaction - Amendments to TIAS 12

These standard and amendments had no impact on the interim condensed consolidated financial statements of the Group.

The Group has not early adopted any other standard, interpretation or amendment that has been issued but is not yet
effective.

2.5 New standard and dments i d but not yet effective

There are new and amended standards and interpretations that are issued, but not yet effective, up to the date of issuance
of the Group’s financial statements as listed.

Name of standard, amendment, or interpretation Effective date
- Amendments to IAS 1: Classification of Liabilities as Current or Non-current 1 January 2024
- Amendments to IFRS 16 — Lease Liability in a Sale and Leaseback 1 January 2024

The Group intends to adopt these new and amended standards and interpretations, if applicable, when they become
effective. These standard and amendments will have no impact on the interim condensed consolidated financial
statements of the Group.

3 SIGNIFICANT JUDGMENTS, ASSUMPTIONS AND ESTIMATES

In preparing these interim condensed consolidated financial statements, management has made estimates and
assumptions that affect the application of the Group’s accounting policies and the reported amounts of assets, liabilities,
income and expenses and the accompanying disclosures. Uncertainty about these assumptions and estimates could result
in outcomes that require a material adjustment to the carrying amount of assets or liabilities affected in future periods.

The estimates and underlying assumptions are reviewed on an ongoing basis. The differences arising on revisions to
estimates are recognised prospectively.

The significant judgments, assumptions and estimates made by management in applying the Group’s accounting policies
and the key sources of estimation uncertainty were the same as those applied to the Group’s annual consolidated financial
statements for the year ended 31 December 2022.

Fair value measurement

Fair value is 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 fair value measurement is based on the presumption that the transaction
to sell the asset or transfer the liability takes place either:

- In the principal market for the asset or liability; or
- In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Group. The fair value of an asset or a liability
is measured using the assumptions that market participants would use when pricing the asset or liability, assuming that
market participants act in their economic best interest. A fair value measurement of a non-financial asset takes into
account a market participant's ability to generate economic benefits from the asset’s highest and best use or by selling it
to another market participant that would utilize the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available
to measure fair value, maximising the use of relevant observable inputs and minimising the use of unobservable inputs.
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Dur Hospitality Company
(A Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENT

(UNAUDITIED) (CONTINUED)
30 June 2023

4 OPERATING SEGMENTS

The Group has the following strategic divisions, which represents its reportable segments. These segments offer different
services and are managed separately because they have different economic characteristics — such as trends in sales
growth, rates of return and level of capital investment — and have different marketing strategies.

All the Group's businesses are located in the Kingdom of Saudi Arabia. The following summary describes the operations
of each reportable segment:

Hospitality represents hotels owned by the Group and revenues generated through them whether
: these hotels are operated by the Group or by a third party.
Property management represents management and operation of hotels and properties that are not owned by
. the Group.
Property rental represents properties owned by the Group which are leased to others. These properties
primarily comprise of residential compounds and commercial complexes.
Others : represents corporate office and other support services departments.

Following is a summary of certain financial information for the period ended 30 June:

2023

SAR Property Property

(Unaudited) Hospitality ~ management rental Others Eliminations Total
Revenue from external customers 277,001,344 2,810,722 66,147,895 - - 345,959,961
Inter-segment revenue 660,000 12,871,463 3,356,744 - (16,888,207) -
Cost of revenue 241,775,131 2,333,743 25,946,401 - (16,685,707) 253,369,568
Gross profit 35,886,213 13,348,442 43,558,238 - (202,500) 92,590,393
Depreciation of property and

equipment and right of use assets 43,905,287 - 12,494,502 - - 56,399,789
Property and equipment 1,766,065,940 - 865,307,805 - - 2,631,373,745
Right of use assets 176,544,342 - 18,540,331 - - 195,084,673
Projects under construction 159,544,494 - 118,883,221 - - 278,427,715
Total assets 1,400,507,707 10,508,128 1,892,573,715 660,866,027 (456,349,216) 3,508,106,361
Total liabilities 1,650,261,256 16,051,599 162,153,895 277,916 (2,682,310) 1,826,062,356
2022

SAR Property Property

(Unaudited) Hospitality ~ management rental Others Eliminations Total
Revenue from external customers 205,815,396 1,345,121 63,283,082 - - 270,443,599
Inter-segment revenue 1,360,000 9,761,129 3,706,786 - (14,827,915) -
Cost of revenue 204,529,853 2,169,892 23,805,645 - (14,625,415) 215,879,975
Gross profit 2,645,543 8,936,358 43,184,223 - (202,500) 54,563,624
Depreciation of property and

equipment and right of use assets 45,769,093 - 11,972,183 - - 57,741,276
Property and equipment 1,785,834,621 - 884,551,384 - - 2,670,386,005
Right of use assets 189,942,138 - 18,984,228 - - 208,926,366
Projects under construction 115,690,517 - 28,012,618 - - 143,703,135
Total assets 1,560,202,622 6,037,746  1,696,140,719 644,975,265  (491,220,620) 3,416,135,732
Total liabilities 1,647,123,398 14,211,038 147,275,967 871,223 (43,315,397) 1,766,166,229
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Dur Hospitality Company
(A Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENT

(UNAUDITIED) (CONTINUED)
30 June 2023

4 OPERATING SEGMENTS (CONTINUED)

Reconciliation of information on reportable segments to income before zakat of the Group for the period ended 30

June:
2023 2022
SR SR
(Restated
Note 26)
Gross profit of operating segments 92,590,393 54,563,624
Un-allocated amount:
Selling and marketing expenses (1,605,121) (1,544,260)
General and administration expenses (23,937,667)  (20,975,725)
Financial charges (30,590,554)  (17,685,045)
Financial charges on lease liabilities (7,220,399) (6,979,074)
Finance income 223,438 27,870
Other (expenses) / income, net (1,381,633) 2,960,977
Net gain on derivative financial instruments at FVTPL - 28,748,981
Share in results of equity accounted investees - 593,556
Total un-allocated amounts (64,511,936) (14,852,720)
Income before zakat 28,078,457 39,710,904
5 CASH AND CASH EQUIVALENTS
30 June 31 December
2023 2022
SR SR
Bank balances 70,840,729 73,698,564
Short term deposits 29,900,000 11,000,000
Cash on hand 752,427 649,050
Cash and cash equivalents 101,493,156 85,347,614
Bank overdraft (note 13) (37,125,020) (37,125,020)
Cash and cash equivalents (for interim condensed consolidated statement of cash
flows) 64,368,136 48,222,594

(a) Short term deposits represent Murabaha deposits with commercial banks and the maturity average of those deposits
ranges between 30 to 90 days and bears an average Murabaha commission of 508 basis points. Finance income for
the six months period ended 30 June 2023 amounted to SR 223,438 (30 June 2022: SR 27,870).

(b) As at 30 June 2023, the Group has available cash facilities amounting SR 349.6 million (31 December 2022: SR
438.7 million) representing unwithdrawn cash from the cash facility granted.
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Dur Hospitality Company
(A Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENT
(UNAUDITIED) (CONTINUED)
30 June 2023
6 TRADE RECEIVABLES
30 June 31 December
2023 2022
SR SR
Trade receivables 184,051,365 163,540,255
Expected credit loss (ECL) (33,962,840) (29,719,069)
150,088,525 133,821,186
Movement of expected credit loss is as follows:
30 June 31 December
2023 2022
SR SR
At 1 January 29,719,069 25,233,972
Charge for the period / year 4,541,726 4,927,895
Recovered during the period / year (297,955) (110,535)
Bad debts written off during the period / year - (332,263)
At the end of the period/ year 33,962,840 29,719,069
7 PREPAYMENTS AND OTHER CURRENT ASSETS
30 June 31 December
2023 2022
SR SR
Advance for rent (*) 43,818,607 58,818,607
Prepayments 7,769,424 6,359,973
Advances to suppliers 6,633,078 3,758,955
Contract assets 6,403,825 6,192,289
Amounts due from related parties 6,270,951 4,442,099
Advances to employees 3,535,681 3,270,738
Advances for real estate projects 1,796,104 1,796,104
Others 8,755,786 4,537,282
84,983,456 89,176,047

(*) Advance for rent represents a payment to lease a hotel building in Makkah Al-Mukaramah for a period of three and a
half years. The Group terminated the lease contract during 2020 and the amount will be recovered from the lessor, and
accordingly, the entire advance payment is classified under current assets. During 2021, the Group filed a lawsuit against
the lessor in order to enforce the collateral on the hotel land and recover the advance for rent. During the six months period
ended 30 June 2023, the Group has received SR 15 million. Management believes that the outstanding amount is fully
recoverable as it is secured through collateral on the title deed of the hotel’s land owned by the lessor.

8 DERIVATIVE FINANCIAL INSTRUMENTS

During 2018 the Group entered into two Interest Rate Swap derivative agreements (“the agreements”) with a local financial
institution. The derivatives carried an original maturity of 10 December 2024. One of these derivatives was called back by
the financial institution on 10 December 2022. The mentioned agreements are under legal case against a local financial
institution (note 22 —c).

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

P oSN
77 N\
Jloiiwdl 61 1 h .
TAIBA INVESTMENTS Shareholder Circular | 321

Dur Hospitality Company
(A Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENT

(UNAUDITIED) (CONTINUED)
30 June 2023

8 DERIVATIVE FINANCIAL INSTRUMENTS (continued)

The fair value of the Group’s derivative financial instrument as of 30 June 2023 is SR 0.109 million (31 December 2022:
SR 0.109 million).

During the six months period ended 30 June 2023, the net gain from derivative financial instrument is nil (30 June 2022:
SR 28.7 million) (note 26).

The derivatives did not qualify for hedge accounting.
9 RIGHT OF USE ASSETS

The Group leases several assets including lands and a building. Information about assets for which the Group is a lessee is
presented below:

Lands Buildings Total
SR SR SR

Cost:
As at 1 January and 30 June 2023 54,973,553 207,408,999 262,382,552
Depreciation:
As at | January 2023 8,094,928 52,287,664 60,382,592
Charge for the period 1,191,559 5,723,728 6,915,287
As at 30 June 2023 9,286,487 58,011,392 67,297,879
Net book values:
As at 30 June 2023 45,687,066 149,397,607 195,084,673
Cost:
As at 1 January 2022 54,973,553 221,127,829 276,101,382
Lease adjustments (a) - (13,718,830) (13,718,830)
As at 31 December 2022 54,973,553 207,408,999 262,382,552
Depreciation:
As at 1 January 2022 5,710,560 40,829,714 46,540,274
Charge for the year 2,384,368 11,457,950 13,842,318
As at 31 December 2022 8,094,928 52,287,664 60,382,592
Net book values:
As at 31 December 2022 46,878,625 155,121,335 201,999,960

(a) Lease adjustments represent changes made to lease payments and terms agreed upon with the lessor.
(b) There were no leases with residual value guarantees to which the Group is committed.

(c) The depreciation charge amounting to SR 0.2 million has been capitalized in projects under construction, whereas
the remaining has been allocated in the interim condensed consolidated statement of income to cost of revenue.
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Dur Hospitality Company
(A Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENT

(UNAUDITIED) (CONTINUED)
30 June 2023

11 PROJECTS UNDER CONSTRUCTION

Movement in projects under construction is as follows:

For the six
months period For the year ended

ended 30 June 31 December

2023 2022

SR SR
At the beginning of the period/year 175,213,850 95,507,055
Additions during the period / year 106,607,991 149,771,785

Transfers to property and equipment (note 10) (1,623,526) (42,632,306)
Impairment of projects under construction - (27,432,684)

At the end of the period/year 280,198,315 175,213,850

(a) The projects under construction mainly represent the cost of constructing new hotels and renovating existing hotels
in addition to other projects. This item includes contractors' costs, project management expenses, design expenses,
advances to contractors, borrowing cost and other miscellaneous expenses.

(b) The Group reviews the progress of these projects periodically. During the six months period ended 30 June 2023,
the Group did not notice any indicators of impairment for the ongoing projects.

(c) Transfers into property and equipment during 2023 amounting SR 1.6 million mainly represent the cost of renovation
in Hospitality segment in Riyadh City. Transfers during 2022 amounting SR 42.6 million mainly represent the cost
of construction of new apartments in Tabuk Region and cost of renovation of properties in Hospitality and Property
Rental segments in Riyadh City.

12 ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

30 June 31 December

2023 2022

SR SR

Contract liabilities 74,473,179 62,434,029
Accrued staff benefits 21,009,579 23,878,761
Retentions payable 20,444,377 15,719,558
Payable to contractors 14,882,514 16,328,089
Accrued financial charges 16,856,586 11,093,725
Accrued management and franchising fee 3,157,416 4,791,691
Accrued utilities and other services 4,700,041 3,600,233
Accrued professional fees and other services 2,269,284 2,530,180
Others (*) 11,146,044 12,121,780
168,939,020 152,498,046

(*) This includes accruals for VAT, municipality charges, tobacco tax and other accruals.

13 TERM LOANS

The Group has secured term loans from number of local banks in the form of Murabaha financing with a total carrying
value of SR 1,103 million as at 30 June 2023 (31 December 2022: SR 1,063 million) which accrue Murabaha commission
at SIBOR plus agreed margin, which are equivalent to the market interest rates. These financing are secured by
promissory notes and assignment of proceeds from certain projects’ rentals.
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(UNAUDITIED) (CONTINUED)
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13 TERM LOANS (CONTINUED)

Loan agreements include covenants mainly related to maintaining certain leverage ratios, total debt to equity and other
covenants. Under the terms of these agreements, the banks have the right to demand immediate repayment of the loans
if any of the covenants are not met. The Group was compliant with the loan covenants as at 30 June 2023 and 31

December 2022.
30 June 31 December
2023 2022
SR SR
Term loans 1,102,907,251 1,062,668,575
Bank overdraft 37,125,020 37,125,020

1,140,032,271 1,099,793,595

Bank overdraft represents balance in a US dollar bank account resulting from the settlement of the derivative financial
instruments.

Classification of the borrowings is as follows:
30 June 31 December

2023 2022

SR SR

Term loans - current portion 184,771,768 133,882,321
Bank overdraft 37,125,020 37,125,020
Term loans - current portion 221,896,788 171,007,341
Term loans - non- current portion 918,135,483 928,786,254
Total borrowings 1,140,032,271 1,099,793,595

14 LEASE LIABILITIES
Set out below are the carrying amounts of lease liabilities recognised and the movements during the period/year

For the six months For the year

period ended 30 ended 31

June 2023 December

2022

SR SR

At the beginning of the period/year 330,680,112 345,652,935

Interest 7,457,534 15,006,421

Payments (1,779,140) (16,009,379)

Lease adjustment - (13,718,830)

COVID-19 related rent concession - (251,035)

At the end of the period/year 336,358,506 330,680,112
The present value of the net lease payments is as follows:

Current portion 43,698,288 34,472,722

Non-Current portion 292,660,218 296,207,390

The following are the amounts recognised in interim condensed consolidated statement of income:

For the six months period ended

30 June2023 30 June 2022
SR SR
Depreciation expense of right-of-use assets 6,857,662 6,756,775
Financial charges on lease liabilities 7,220,399 6,979,074
:l"otal amount recognised in interim condensed consolidated statement of 14,078,061 13.735.849
income
16
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15 ZAKAT

The Company and its subsidiaries file their Zakat returns individually based on their financial statements. Therefore,
Zakat base is identified and calculated for the Company and its subsidiaries individually, and total estimated Zakat is
presented in the interim condensed consolidated statement of comprehensive income for the Group.

Movement in provision for Zakat is as follows:
For the six For the year

months period

et Do

2022

SR SR
At the beginning of the period/year 11,205,828 13,662,198
Provided during the period/year 3,248,000 4,575,343
Payments made during the period/year (7,762,049) (7,031,713)
At the end of the period/year 6,691,779 11,205,828

Zakat status
The Company and its subsidiaries have filed their Zakat returns with Zakat, Tax and Customs Authority (“ZATCA”) for
all years up to 2022.

The Company received its zakat assessments from ZATCA up to 31 December 2014 G and for the years 2016, 2017,
2018 and 2020.

ZATCA issued zakat assessments for the year from 2015 to 2018. The Company submitted its objections on those
assessments. Those objections were accepted by ZATCA, except for an amount of SR 0.86 million. The Company
submitted its appeal to the General Secretariat of the Committees (“GSTC”). GSTC accepted the Company’s objections
for amount of SR 0.62 million and rejected an amount of SR 0.25 million. In May 2022, ZATCA appealed to Appeal
Committee for Tax Violations and Disputes Resolution (“ACTVDR”) against GSTC decision. The Company has
submitted its response to ACTVDR within the timeline required and the outcome has not been finalized yet.

ZATCA issued zakat assessment for the year 2019, which resulted in zakat differences of SR 3.03 million. The Company
has paid all the unobjectionable amounts aggregating SR 1.2 million and raised objections to the rest of the items in
dispute. This resulted in the issuance of an amended assessment by ZATCA with additional amount of SR 1.04 million.
The Company filed an objection with the GSTC to consider the items under objection. The Committee for Resolution of
Tax Violations and Disputes “CRTVD” issued its decision and rejected the Company’s objection. The Company has
appealed to the Appellate Committee for Tax Violations and Disputes Resolution “ACTVDR” within the timeline
required and the outcome has not been finalized yet.

ZATCA has not finalized yet the zakat assessment for the year ended 31 December 2021 and 2022.

ZATCA issued zakat assessments for the subsidiaries for all the years up to 2018.

16 SHARE CAPITAL
The authorised, issued and fully paid share capital of the Company consists of 100 million shares of SR 10 each (31
December 2022: 100 million shares of SR 10 each).

17 DIVIDENDS PAYABLE

As at 30 June 2023, current liabilities include the balance of dividends payable amounting to SR 43.7 million (31
December 2022: SR 43.7 million), which represents amounts due to shareholders for dividends in previous years that
were not claimed by them as at the date of the interim condensed consolidated statement of financial position.
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19 COST OF REVENUES

Salaries and other employee benefits

Depreciation of property and equipment and right of
use assets

Operating supplies

Food and beverage

Utilities

Advertising and promotion activities

Service and operation fees

Commission for travelling agency and credit cards

Repair and maintenance

Security and guarding

Others

For the three-month period

For the six-month period

ended 30 June ended 30 June
2023 2022 2023 2022
SR SR SR SR

48,823,635 44,532,930 95,597,180 88,541,831
27,943,422 28,238,389 55,710,898 57,054,696
28,245,219 6,570,083 39,230,717 16,217,825
8,704,149 7,087,313 18,219,253 16,438,799
7,168,503 6,286,177 13,146,892 12,249,899
5,467,061 4,066,126 9,788,407 8,079,081
2,984,644 2,086,945 7,486,096 4,848,894
3,137,864 1,113,244 6,322,779 3,221,868
3,197,164 3,906,171 6,062,009 6,688,640
78,343 130,262 161,856 294,862
907,030 1,403,785 1,643,481 2,243,580
136,657,034 105,421,425 253,369,568 215,879,975

20 GENERAL AND ADMINISTRATIVE EXPENSES
For the three-month period

Salaries and other employee benefits
Expected credit loss, net (note 6)
Professional fee

Board of Director remuneration
Subscription

Depreciation of property and equipment
Hospitalities

Others

21 OTHER (EXPENSES) / INCOME, NET

Consultancy expenses (a)
Accruals no longer required

COVID-19 related rent concession
Others, net

For the six-month period

ended 30 June ended 30 June
2023 2022 2023 2022
SR SR SR SR
6,516,855 6,022,599 12,788,173 11,424,071
2,072,885 241,298 4,243,771 2,888,282
771,361 554,917 1,265,666 1,111,949
1,265,000 1,230,870 2,245,000 2,118,370
493,460 553,075 1,259,282 1,282,874
348,161 344,190 688,891 686,580
123,996 122,526 271,170 556,892
905,719 409,975 1,175,714 906,707
12,497,437 9,479,450 23,937,667 20,975,725

For the three-month period

For the six-month period

ended 30 June ended 30 June
2023 2022 2023 2022
SR SR SR SR

(366,879) - (1,790,751) -
- - - 2,220,155
- 251,035 - 251,035
393,468 384,187 409,118 489,787
26,589 635,222 (1,381,633) 2,960,977

(a) The Group incurred certain expenses of due diligence and other professional services as a result of proposed merger

activities.
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22 COMMITMENTS AND CONTINGENCIES

Capital commitments

a) The Group has entered into capital commitments of SR 183.9 million (31 December 2022: SR 286.9 million) related
to its capital work in progress.

b) The Group has capital commitment in relation to equity accounted investees’ projects under construction of SR 43
million (31 December 2022: SR 49 million).

Contingencies

a)  Asat 30 June 2023, the Group had issued letters of guarantee amounting to SR 28.7 million (31 December 2022:
SR 29.03 million). These guarantees are without cash margin.

b) For Zakat related matters, refer to note 15.

¢) During 2018 the Group entered into two Interest Rate Swap derivative agreements (“the agreements”) with a local
financial institution. During 2020, the Group disputed the validity of these agreements and filed a lawsuit (“the
Lawsuit”) against the financial institution before the Committee for Resolution of Securities Disputes (“the
CRSD”). The financial institution has also filed a lawsuit against the group claiming for the amounts from those
agreements. On 14 February 2022, the CRSD issued its final decision for lack of jurisdiction of an authority and
clarified that this lawsuit is subject to the Committee of Banking and Financial Disputes and Violations (“‘CBFDV”).
On 10 March 2022, the Group filed a new lawsuit before the Committee of Banking and Financial Disputes and
Violations to revoke the agreements. There is no progress on the outcome of the lawsuit as of 30 June 2023. The
Group is still pursuing the legal case, regardless of recognizing the derivatives as per the requirements of IFRS, and
the potential outcome of the claim cannot be reasonably estimated at this stage.

23 BASIC AND DILUTED EARNINGS PER SHARE

Basic and diluted earnings per share is calculated by dividing the profit for the period attributable to equity holders of the
Company by the weighted average number of ordinary shares outstanding during the period plus the weighted average
number of ordinary shares that would be issued on conversion of all the dilutive potential ordinary shares into ordinary

shares.
30 June 2023 30 June 2022
SR SR
Income for the year attributable to the equity holders of the parent 24,025,654 36,969,498
Weighted average number of outstanding shares 100,000,000 100,000,000
Basic and diluted earnings per share 0.24 0.37

24 INTERIM RESULTS

The operations and revenues of the Group are affected by the seasonal changes during the year and for certain periods.
Therefore, the results of operations for the six months period ended 30 June 2023 may not necessarily be indicative of
the annual results of the Group.

25 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

Fair value is 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. Financial instruments comprise of financial assets and financial liabilities.
The Group’s financial assets consist of cash and bank balances, short term deposits, investments, trade receivables and
due from related parties. Its financial liabilities consist of term loans, trade payables, due to related parties and derivatives.

20
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25 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS (CONTINUED)

The management assessed that fair value of cash and bank balances, short term deposits, trade receivables, amounts due
from related parties, trade payables and amounts due to related parties approximate their carrying amounts largely due
to the short-term maturities of these instruments. As for term loans, the fair value does not materially differ from the
book value included in the interim condensed consolidated financial statements as the current interest rates prevailing in
the market for similar financial instruments do not significantly differ from the contracted prices.

The investment at FVOCI is classified within Level 3 of the fair value levels and measured by management at fair value

using the two income methods (discounted cash flows) and market (Price-to-earnings Ratio) methods.

For derivative financial instruments, the fair value is calculated using valuation techniques include swap models using
present value calculations. The models incorporate various inputs including the credit quality of counterparties, interest
rate curves and forward rate curves of the underlying commodity.

Financial Assets

Financial assets carried at fair value

Investment at FVOCI
Derivative financial instrument

Total financial assets carried at fair value
Financial assets carried at amortised cost
Cash and cash equivalents

Trade receivables

Due from related parties

Total financial assets carried at amortised cost

Total financial assets

Total current financial assets
Total non-current financial assets

Financial liabilities

Financial liabilities carried at amortised cost
Trade payables

Term loans

Due to related parties

Total financial liabilities carried at amortised cost

Total current financial liabilities
Total non-current financial liabilities

30 June
2023
SR

2,520,084
109,916

31 December
2022
SR

2,520,084
109,916

2,630,000

2,630,000

101,493,156
150,088,525
6,270,951

85,347,614
133,821,186
4,442,099

257,852,632

223,610,899

260,482,632

226,240,899

257,852,632
2,630,000

223,610,899
2,630,000

260,482,632

226,240,899

30 June
2023
SR

34,866,192
1,140,032,271
34,841,084

1,209,739,547

31 December
2022
SR

24,798,564
1,099,793,595

35,246,712

1,159,838,871

291,604,064
918,135,483

1,209,739,547

231,052,617

928,786,254

1,159,838,871

Table of Contents

21


https://www.taiba.com.sa/
https://www.taiba.com.sa/

2N
77 N\
Jlaiiwdlédy .
TAIBA INVESTMENTS Shareholder Circular | 331

Dur Hospitality Company
(A Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENT

(UNAUDITIED) (CONTINUED)
30 June 2023

26 COMPARATIVE PERIOD ADUSTMENTS

During the three months period ended 31 December 2022, the Group retrospectively processed the accounting of financial
derivatives relating to the prior periods. Those adjustments are related to the interest rate swaps, which were not
previously recorded by management in the periods prior to 31 December 2022.

The effect of those adjustment on the interim condensed consolidated financial statements for the six-months period
ended 30 June 2022 has been summarized below:

(a) Impact on interim cond dc lidated st ent of profit or loss
30 June 2022
SR
Net gain on derivative instruments at fair value through profit or loss 28,748,981
Net impact on profit for the period 28,748,981

Attributable to:
Equity holders of the Parent 28,748,981
Non-controlling interests -

(b) Impact on basic and diluted earnings per share (EPS)
Basic and diluted earnings per share for the period attributable to equity holders of the Parent 0.29

(c) Impact on the statement of cashflows:

30 June 2022

Net cash used in operating activities (9,698,730)

Certain other comparative numbers have been reclassified to conform with the current period presentation.
27 SIGNIFICANT EVENTS

The Company’s board of directors, on 23 Juma’ada I 1444H (corresponding to 17 December 2022), signed a non-binding
Memorandum of Understanding (“MOU”) with Taiba Investments Company (“Taiba”), a Saudi Joint Stock Company,
for potential acquisition (“Proposed Transaction”) of the Company by Taiba.

Pursuant to the MOU, the Proposed Transaction was to be implemented through share exchange offer made by Taiba (in
its capacity as the offeror) to Company’s shareholders (in their capacity as the offerees) for the purposes of acquiring all
of the Company’s issued shares. The consideration payable by Taiba to Company’s shareholders will be the issuance of
new shares in Taiba in accordance with the Merger and Acquisition Regulations issued by the board of the Capital Market
Authority (“CMA”) and other relevant rules and regulations, which would result in the delisting of Dur Hospitality
Company, and it would be a wholly owned subsidiary of Taiba.

On 17/9/1444H (corresponding to 8/4/2023G), the Company entered into a legally binding implementation agreement
with Taiba Company (the “Implementation Agreement”), pursuant to which both companies agreed that Taiba Company
shall make an offer to acquire all shares in Dur in consideration for newly issued shares in Taiba Company to the
shareholders of Dur Company pursuant to Article (26) of the Merger and Acquisition Regulations and the Rules on the
Offer of Securities and Continuing Obligations issued by the board of the Capital Market Authority, and in accordance
with a number of the terms and conditions of the Implementation Agreement.

22

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

PN
77 N\
332 | Shareholder Circular TAIBA INVESTMENTS

Dur Hospitality Company
(A Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENT

(UNAUDITIED) (CONTINUED)
30 June 2023

28 SUBSEQUENT EVENTS

There are no subsequent events that have occurred up to and including the date of the approval of the interim condensed
consolidated financial statements which could materially affect the interim condensed consolidated financial statements
and the related disclosures for the period ended 30 June 2023.

29 APPROVAL OF THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

These interim condensed consolidated financial statements were approved on 20 Muharram 1445H (corresponding to 7
August 2023).

23
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Appendix (4): Taiba’s unaudited pro forma condensed consolidated financial
information

Ernst & Young Professional Services (Professional LLC) C.R. No. 4030276644
Paid-up capital (SR 5,500,000 — Five million five hundred thousand Saudi Riyal)
King’s Road Tower, 13" Floor Tel:  +966 12 221 8400
King Abdul Aziz Road (Malek Road) Fax: +966 12 664 4408
it P.O. Box 1994
e‘g:-lltzll;lg e‘gﬁ‘tjter Jeddah 21441 ey.ksa@sa.ey.com
Kingdom of Saudi Arabia ey.com

Head Office — Riyadh

Independent Practitioners’ Assurance Report on the Compilation of the Unaudited Pro Forma
Condensed Consolidated Financial Information included in a Shareholders’ Circular

To The Shareholders of Taiba Investments Company
(A Saudi Joint Stock Company)

We have completed our assurance engagement to report on the compilation of unaudited pro forma
condensed consolidated financial information (the “Unaudited Pro Forma Financial Information”) of Taiba
Investments Company (“Taiba” or the “Company”) by Taiba’s Board of Directors. The Unaudited Pro
Forma Financial Information consists of the unaudited pro forma condensed consolidated statement of
financial position as at 31 December 2022, the unaudited pro forma condensed consolidated statement of
income for the year ended 31 December 2022, and related notes as included in Appendix 4 of the
Shareholders’ Circular issued by the Company. The applicable criteria on the basis of which Taiba’s Board
of Directors has compiled the Unaudited Pro Forma Financial Information are described in note A — “Basis
of preparation” to the Unaudited Pro Forma Financial Information (the “applicable criteria™).

The Unaudited Pro Forma Financial Information has been compiled by Taiba’s Board of Directors to
illustrate the impact of the proposed acquisition of all shares of Dur Hospitality Company (“Dur”) by Taiba
(the “Acquisition”), in accordance with the implementation agreement dated 17 Ramadhan 1444H
(corresponding to 8 April 2023), on Taiba’s financial position as at 31 December 2022 as if the Acquisition
had taken place on that date and on its financial performance for the year ended 31 December 2022 as if
the Acquisition had taken place on 1 January 2022. As part of this process, information about Taiba’s and
Dur’s financial position and their financial performance has been extracted by Taiba’s Board of Directors
from Taiba’s and Dur’s consolidated financial statements as at and for the year ended 31 December 2022,
on each of which an audit opinion have been published.

The Board of Directors’ Responsibility for the Unaudited Pro Forma Financial Information

Taiba’s Board of Directors is responsible for compiling the Unaudited Pro Forma Financial Information on
the basis of the applicable criteria described in note A to the Unaudited Pro Forma Financial Information
and in accordance with Appendix 18 of the Rules on the Offer of Securities and Continuing Obligations
issued by the board of the Capital Market Authority of the Kingdom of Saudi Arabia.

Independence and Quality Control

We have complied with the independence and other ethical requirements of the Code of Ethics for
Professional Accountants, as endorsed in the Kingdom of Saudi Arabia, which is founded on fundamental
principles of integrity, objectivity, professional competence and due care, confidentiality and professional
behavior.

We have applied International Standard on Quality Control 1 “Quality Control for Firms that Perform
Audits and Reviews of Financial Statements, and Other Assurance and Related Services Engagements” as
endorsed in the Kingdom of Saudi Arabia and accordingly maintains a comprehensive system of quality
control including documented policies and procedures regarding compliance with ethical requirements,
professional standards and applicable legal and regulatory requirements.

Table of Contents


https://www.taiba.com.sa/
https://www.taiba.com.sa/

PN
77 N\
334 ‘ Shareholder Circular TAIBA INVESTMENTS

EY

Building a better
working world

Independent Practitioners’ Assurance Report on the Compilation of the Unaudited Pro Forma
Condensed Consolidated Financial Information included in a Shareholders’ Circular (continued)

Practitioner's Responsibilities

Our responsibility is to express an opinion about whether the Unaudited Pro Forma Financial Information
has been compiled, in all material respects, by Taiba’s Board of Directors on the basis of the applicable
criteria described in note A to the Unaudited Pro Forma Financial Information.

We conducted our engagement in accordance with International Standard on Assurance Engagements
(ISAE) 3420 “Assurance Engagements to Report on the Compilation of Pro Forma Financial Information
Included in a Prospectus” as endorsed in the Kingdom of Saudi Arabia. This standard requires that the
practitioner plan and perform procedures to obtain reasonable assurance about whether Taiba’s Board of
Directors has compiled, in all material respects, the Unaudited Pro Forma Financial Information on the
basis of the applicable criteria described in note A to the Unaudited Pro Forma Financial Information.

For purposes of this engagement, we are not responsible for updating or reissuing any reports or opinions
on any historical financial information used in compiling the Unaudited Pro Forma Financial Information,
nor have we, in the course of this engagement, performed an audit or review of the financial information of
Taiba or Dur, used in compiling the Unaudited Pro Forma Financial Information.

The purpose of Unaudited Pro Forma Financial Information included in a shareholders’ circular is solely
to illustrate the impact of a significant event or transaction on unadjusted consolidated financial information
of Taiba as if the event had occurred or the transaction had been undertaken at an earlier date selected for
purposes of the illustration. Accordingly, we do not provide any assurance that the actual outcome of the
Acquisition at an earlier date would have been as presented in the Unaudited Pro Forma Financial
Information.

A reasonable assurance engagement to report on whether the Unaudited Pro Forma Financial Information
has been compiled, in all material respects, on the basis of the applicable criteria involves performing
procedures to assess whether the applicable criteria used by Taiba’s Board of Directors in the compilation
of the Unaudited Pro Forma Financial Information provide a reasonable basis for presenting the significant
effects directly attributable to the event or transaction, and to obtain sufficient appropriate evidence about
whether:

e The related pro forma adjustments give appropriate effect to those criteria; and
e The Unaudited Pro Forma Financial Information reflects the proper application of those
adjustments to the unadjusted financial information.

The procedures selected depend on the practitioner's judgment, having regard to the practitioner's
understanding of the nature of the Company, the event or transaction in respect of which the Unaudited Pro
Forma Financial Information has been compiled, and other relevant engagement circumstances. The
engagement also involves evaluating the overall presentation of the Unaudited Pro Forma Financial
Information. We believe that the evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.
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Independent Pracritioners” Assurance Report on the Compilation of the Unandited Pro Ferma
Condensed Consolidated Financial [nforntation included in a Shareholders’ Circalar (continued)

(kpirian
In our opinion, the Upzudited 1'ro borma Pinancial [nfomation has been compiled, inall material respects,
i the basts of the applizable eritenia described in note A fo the Unaudited I'ro barma narcial Intormation.
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Emst & Yeoung for Professional Services

Abduilah Al Alhdakrami
Certitizd I"ublic Accountant
License No. 476

Jeddah: 18 Ramadher 134411
9 April 2023G ,
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Taiba Investment Company
(A Saudi Joint Stock Company)

Introduction

The accompanying unaudited pro forma condensed consolidated financial information and related notes (the ‘‘Unaudited Pro
Forma Financial Information’”) have been prepared pursuant to, and for the purpose of illustrating the anticipated effects, of
the implementation agreement executed between Taiba Investments Company (“Taiba”) and Dur Hospitality Company
(“Dur”) dated 17/9/1444H (corresponding to 8 April 2023G) (the “Implementation Agreement”), on the consolidated
financial position and consolidated financial performance of Taiba. Pursuant to the Implementation Agreement, Taiba will
make an offer to acquire all outstanding shares of Dur against the agreed consideration (note A) (the “Acquisition”). Upon
completion of the Acquisition, all of Dur's shares will be delisted from the Saudi Stock Exchange ("Tadawul") and Dur will
become a wholly-owned subsidiary of Taiba. The completion of the Acquisition is subject to the occurrence or waiving of
certain conditions precedent.

The Unaudited Pro Forma Financial Information consists of the unaudited pro forma condensed consolidated statement of
financial position as at 31 December 2022 of Taiba as if the Acquisition had taken place on that date and the unaudited pro
forma condensed consolidated statement of income for the year ended 31 December 2022 of Taiba giving effect to the
Acquisition, as if the Acquisition had taken place on 1 January 2022 and the notes to the Unaudited Pro Forma Financial
Information.

The purpose of the Unaudited Pro Forma Financial Information is to show the material effects that the Acquisition would have
had on the historical consolidated statement of financial position and historical consolidated statement of income of Taiba as if
Taiba and Dur had already existed in the structure created by the Acquisition as of the above mentioned dates.

The Unaudited Pro Forma Financial Information has been prepared in accordance with the applicable requirements of Annex
18 of the Rules on the Offer and Securities and Continuing Obligations issued by the Board of Capital Market Authority of the
Kingdom of Saudi Arabia. The Unaudited Pro Forma Financial Information has been prepared by, and is the responsibility of,
Taiba’s Board of Directors. The preparation and presentation of the Unaudited Pro Forma Financial Information is based on
certain pro forma assumptions (detailed in the Basis of preparation note below) and has been prepared for illustrative purposes
only. Moreover, because of its nature, the Unaudited Pro Forma Financial Information addresses a hypothetical situation and
therefore, does not represent Taiba’s actual financial position and financial performance, and may not give a true picture of the
financial position and financial performance of Taiba upon completion of the Acquisition. In addition, the Unaudited Pro
Forma Financial Information is neither representative of the financial situation and performance that could have been observed
if the indicated Acquisition had been undertaken at an earlier date nor is the Unaudited Pro Forma Financial Information
indicative of the future operating results or financial position of Taiba upon completion of the Acquisition.
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Taiba Investment Company

(A Saudi Joint Stock Company)

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL POSITION
As at 31 December 2022

(Saudi Riyal)
Pro forma Consolidated
Note B Taiba Dur adjustments pro forma
ASSETS
Non-current Assets
Property and equipment 1 2,532,907,422  2,849,054,785 - 5,381,962,207
Intangible assets 2,020,348 - - 2,020,348
Goodwill arising on acquisition 3 - 1,351,019,687 1,351,019,687

Investment properties 1 464,241,768

- - 464,241,768

Right of use assets - 201,999,960 - 201,999,960
Financial assets at FVOCI 1 452,241,840 2,520,084 - 454,761,924
Investment in associates 1 337,656,977 33,066,318 - 370,723,295
Derivative financial instruments 15,346,675 - - 15,346,675
Other non-current assets 5,706,810 - - 5,706,810
Total Non - Current Assets 3,810,121,840 3,086,641,147 1,351,019,687 8,247,782,674
Current Assets
Inventory 713,653 21,774,628 - 22,488,281
Trade receivables 11,334,445 140,709,183 - 152,043,628
Prepayments and other current assets 100,773,278 89,176,047 - 189,949,325
Financial assets at FVOCI 177,809,755 - - 177,809,755
Derivative financial instruments - 109,916 - 109,916
Cash and cash equivalents 187,631,365 79,705,336 - 267,336,701
Total Current Assets 478,262,496 331,475,110 - 809,737,606
Assets classified as held for sale 58,382,144 58,382,144
TOTAL ASSETS 4,346,766,480  3,418,116,257 1,351,019,687 9,115,902,424
EQUITY AND LIABILITIES
Equity
Share Capital 3 1,604,574,830 1,000,000,000 - 2,604,574,830
Share Premium 3 - - 1,950,000,000 1,950,000,000
Statutory reserve 34 1,000,000,000 500,000,000 (500,000,000) 1,000,000,000
General reserve 3.4 208,791,276 - - 208,791,276
Other reserves 4 27,558,030 (4,479,916) 4,479,916 27,558,030
Retained earning 34 790,174,815 103,460,229 (103,460,229) 790,174,815
Equity Attributable to the Equity Holders of the

Parent 3,631,098,951 1,598,980,313 1,351,019,687 6,581,098,951
Non-controlling interest 4 25,529,293 59,327,735 - 84,857,028
Total Equity 3,656,628,244  1,658,308,048 1,351,019,687 6,665,955,979
Non-Current Liabilities
Employees' defined benefits liabilities 12,932,698 60,679,823 - 73,612,521
Non-current portion of lease liabilities - 296,207,390 - 296,207,390
Long term loans - non-current portion 275,258,947 928,786,254 - 1,204,045,201
Total Non-Current Liabilities 288,191,645 1,285,673,467 - 1,573,865,112
Current Liabilities
Current portion of lease liabilities - 34,472,722 - 34,472,722
Current portion of long-term loans 15,827,573 171,007,341 - 186,834,914
Short-term loan 71,665,290 - - 71,665,290
Trade and other payables 1 182,951,577 178,266,366 - 361,218,443
Dividends payable 114,722,804 43,659,810 - 158,382,614
Amounts due to related parties 3,853,912 35,522,175 - 39,376,087
Zakat payable 11,163,964 11,205,828 - 22,369,792
Total Current Liabilities 400,185,120 474,134,742 - 874,319,862
Liabilities associated with assets classified as held for sale 1,761,471 - - 1,761,471
TOTAL LIABILITIES 690,138,236 1,759,808,209 - 2,449,946,445
TOTAL EQUITY AND LIABILITIES 4,346,766,480  3,418,116,257 1,351,019,687 9,115,902,424
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Taiba Investment Company

(A Saudi Joint Stock Company)
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF INCOME
For the year ended 31 December 2022

(Saudi Riyal)
Pro forma Consolidated
Note B Taiba Dur adjustments pro forma
Revenues 2 330,283,906 568,395,086 - 898,678,992
Costs of Revenues (141,300,217) (433,448,952) - (574,749,169)
GROSS PROFIT 188,983,689 134,946,134 - 323,929,823
Selling and marketing expenses (191,000) (3,096,931) - (3,287,931)
General and administrative expenses 2 (55,566,201) (42,465,431) 4,817,360 (93,214,272)
Other operating expenses (8,859,067) - - (8,859,067)
Impairment of projects under construction - (27,432,684) - (27,432,684)
Reversal (provision) of impairment on trade receivables 2 8,827,067 - (4,817,360) 4,009,707
OPERATING PROFIT 133,194,488 61,951,088 - 195,145,576
Dividends of Financial assets at FVOCI 10,482,948 - - 10,482,948
Group’s share of results of associates 2 (578,012) 2,374,225 - 1,796,213
Finance costs 2 (1,402,974) (55,463,063) - (56,866,037)
Net gain on derivative instruments at fair value through
profit or loss - 32,642,864 - 32,642,864
Other (expenses) and income - net 2 16,082,946 3,220,989 - 19,303,935
Net Income before Zakat from continued operations 157,779,396 44,726,103 - 202,505,499
Zakat Expense (6,252,142) (4,575,343) - (10,827,485)
Net Income for the year from continued operations 151,527,254 40,150,760 - 191,678,014
DISCONTINUED OPERATIONS
Loss after zakat from discontinued operations (21,817,668) - - (21,817,668)
Net Income for the year 129,709,586 40,150,760 - 169,860,346
Net Income for the year attributable to:
Shareholders of the Parent Company 139,570,012 40,165,884 - 179,735,896
Non-controlling interest (9,860,426) (15,124) - (9,875,550)
129,709,586 40,150,760 - 169,860,346
3
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Taiba Investment Company
(A Saudi Joint Stock Company)

NOTES TO THE UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL INFORMATION

A
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Basis of preparation

The accompanying Unaudited Pro Forma Financial Information of Taiba has been presented for the purpose as
set out in the Introduction section above and has been prepared based on, and in accordance with the basis of
preparation as set out in this note A.

The historical financial information of Taiba and Dur were extracted from the following:

e The audited consolidated financial statements of Taiba for the year ended 31 December 2022 prepared
in accordance with International Financial Reporting Standards (“IFRS”) that are endorsed in the
Kingdom of Saudi Arabia and other standards and pronouncements that are endorsed by the Saudi
Organization of Chartered and Professional Accountants (“Taiba FY22 Financial Statements”); and

e The audited consolidated financial statements of Dur for the year ended 31 December 2022 prepared in
accordance with International Financial Reporting Standards (“IFRS”) that are endorsed in the
Kingdom of Saudi Arabia and other standards and pronouncements that are endorsed by the Saudi
Organization of Chartered and Professional Accountants (“Dur FY22 Financial Statements”).

The financial information of Taiba and Dur as of and for the year ended 31 December 2022 included in this
Unaudited Pro Forma Financial Information has been derived from Taiba FY22 Financial Statements and Dur
FY22 Financial Statements, respectively.

The accounting policies applied for the preparation of this Unaudited Pro Forma Financial Information are
consistent with those disclosed in Taiba FY22 Financial Statements. The accounting policies of Dur are
materially consistent with the accounting policies of Taiba, unless otherwise stated.

Taiba entered into Murabaha price swap agreement during the year ended 31 December 2022 which meets the
hedge accounting criteria and is classified as a cashflow hedge. Taiba initially recognises such derivative
financial instruments at fair value on the date on which the derivative contract is entered into and subsequently
re-measures for any changes in their fair value. Taiba records derivatives as financial assets when the fair value
is positive and as a financial liability when the fair value is negative. Any gains or losses arising from the
changes in the fair value of derivatives are taken directly to profit or loss, except for the effective portion of cash
flow hedges, which is recognized in other comprehensive income and later reclassified to profit or loss when the
hedged item affects profit or loss.

Dur entered in interest rate swap agreements in 2018 which do not meet the hedge accounting criteria. Dur
recognised those agreements at fair value through profit and loss financial derivatives. For the purpose of this
Unaudited Pro Forma Financial Information, the accounting treatment and presentation adopted by Dur for these
agreements has been applied. Dur’s accounting policy for financial derivative instruments has been disclosed in
Dur FY22 Financial Statements. Additionally, Dur has disputed the aforementioned agreements. For more
details on the related legal procedures refer to Note 24 to Dur FY22 Financial Statements.

The Acquisition has been accounted for in the Unaudited Pro forma Financial Information in accordance with
IFRS 3 “Business Combination”, which requires an acquirer to be identified in a business combination to apply
acquisition method of accounting principles. For the purpose of this Unaudited Pro Forma Financial Information,
Taiba has been ident