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Al Rajhi Capital

King Fahad Road

PO Box 5561

Riyadh 11432

Kingdom of Saudi Arabia
T: (+966) 11 211 9292

F: (+966) 11 211 9299
www.alrajhi-capital.com

Al Rajhi Capital is a Saudi Closed Joint Stock Company (Commercial Registration: 1010241681) with a paid-up capital of SAR 500 million, and regulated
by Saudi Arabia’s Capital Market Authority (License number: 37-07068). The Company provides asset management, brokerage and investment banking

services under the CMA-licensed activities of: Dealing as a Principal, Agentand Underwriter, and Managing Investment Funds and Discretionary Portfolios,
in addition to Arranging, Advising and Custody.



Name & Address of Fund Manager

Al Rajhi Capital Company

King Fahad Road

P.0. Box 5561, Riyadh 11432

Telephone: +966 (11) 211 9292

Fax: +966 (11) 211 9299

Kingdom of Saudi Arabia

Website: www.alrajhi-capital.com
Commercial Registration No. 1010241681
CMA License Number 07068/37

Name & Address of Custodian

KASB Capital

P.0. Box 395737, Riyadh 11375
Telephone: +966( 11) 279 5222
Kingdom of Saudi Arabia

Name & Address of Auditor

PKF Al-Bassam & Al-Nemer Allied Accountants
P.0. Box 696587, Riyadh 11557

Telephone: +966( 11) 206 5333

Kingdom of Saudi Arabia

About Al Rajhi REIT Fund

Al Rajhi REIT Fund ( the *REIT’) is a closed-ended Shariah-compliant real estate
investment traded fund. The REIT operates in accordance with Real Estate
Investment Funds Regulations and REIT Instructions issued by the CMA.
The primary investment objective of the REIT is to provide Unitholders with
current income by investing in income producing real estate assets in Saudi
Arabia. The Fund Manager is targeting to distribute to Unitholders an annual
cash dividend of no less than 90% of the REIT’s Net Profits. It is expected that
the amount of such annual dividend will increase over the REIT’s term as the
number of income-producing properties in the REIT’s portfolio increases. For
more information on the investment risks involved in the fund, please read the
Fund Terms & Conditions




A Review of the Investment Activities

During the Year 2018

The REIT was listed on 20th March 2018. At the time of listing, the size of REIT was
SAR1.62 billion and it had 13 income generating assets spread across 4 cities in the
Kingdom of Saudi Arabia i.e. Riyadh, Jeddah, Al Khobar and Khamis Mushait. The
property portfolio is well diversified across various sectors like Retail, Education,
Logistics and Commercial offices.

The REIT paid a dividend of SAR 0.174 per unit amounting to SAR 21,242,149 for the
period of 20th March 2018 to 3oth June 2018. The payout was done on 31st July 2018.
The dividend was in line with its targeted annual yield projection of 6.16% per
annum.

During the year, the REIT secured a SAR 500 million shariah-compliant financing
facility from Al Rajhi Bank. The facility agreement was signed on 1st Oct 2018. The
term of the facility is for 7 years with quarterly payment of profit and bullet principal
repayment at the end of the contract. This financing shall be used to fund the
acquisition of various income generating real estate assets by the REIT. The financing
is secured by way of mortgage on existing assets of the REIT.

The REIT acquired a new property called Lulu Central Logistics. The transaction
was completed on 31/10/2018. The purchase price was SR 52.250 million, which
was funded through the available shariah compliant debt facility for Al Rajhi
REIT. Lulu Central Logistics is purpose built high specification warehouse facility
and is located at Al Kharj Road, Industrial Gate City, Riyadh. It has a land area
of 23,716.29 sq.mtrs and a built up area of 16,500 sq. mtrs. The property has a dry
warehouse that is automated with state of the art fittings and fixture and also has
a cold storage facility and repacking unit within it. The Property is fully leased to
Lulu Saudi Hypermarkets LLC, with an annual rent payment of SAR 3.795 million. The
annual rent will be increased by 12 % (twelve percent) every five years. The current
lease with Lulu Saudi Hypermarkets LLC is for a term of 15 years starting from 16th
Dec 2016. This acquisition is expected to have a positive impact on Al Rajhi REIT’s
financial performance going forward.

The Fund Manager has a robust pipeline of deals that it is evaluating currently and it
is expected that 2019 would see robust activity in terms of deal execution
and enhancement in distributions from the REIT.




Name & Address of Fund Manager

(Figures in SAR)

Total Assets 1,740,371,858
Net asset value 1,250,411,446
Issued units 122,200,609
Net asset value per unit (At cost) 10.23

Net asset value per unit( Fair Market Value) 10.09
Distribution of income per unit 0.484™**
Total operating income 92,099,709
Total netincome 49,647,505
Funds from operations 63,395,305
Borrowing 456,913,600
Borrowing as a percentage of total assets 26.25 %
Total expense ratio 0.85%
Netincome per unit 0.46
Highest NAV per unit 10.23

Lowest NAV per unit 10.17

*since date of listing 20/03/2018 to 31/12/2018; 1st year of operation
** since date of listing 20/03/2018 to 30/06/2018

*** Dividend of 0.311 per unit declared on 12th Feb 2019 for period 1st July 2018 to 31st Dec 2018

Fund Performance

1,687,901,358
1,242,377,680
122,200,609
10.17
9-39
0.174
37,244,205
20,371,590
25,871,682
399,906,600
23.69%
0.34%
0.16

10.17

Based on Net asset value
per unit N.A A N.A

Based on Market value

per unit N.A N.A N.A

*since date of listing 20/03/2018 to 31/12/2018; 1st year of operation

2.3%

0.9%




Annual Returns

Based on Net asset value per unit 2.3% 2.3%

Based on Market value per unit 0.9% N.A 0.9%

*since date of listing 20.03.2018 t0 31.12.2018; 1st year of operation

Details of fees and expenses paid to

third parties

Fund management fee 9,809,233 3,639,571
Custodian fee 90,959 40,548
Audit fee 30,000 15,000
Property related expense 3,211,359 1,034,689
Establishment fee 579,025 560,689
Other fee 1,100,823 366,239

Total expenses excluding profit payment

and depreciation charges 14,821,399 5,656,736
Profit payment against the borrowing 13,883,005 5,715,787
Depreciation charges 13,747,800 5,500,092
Total expenses including profit payment 42,452,204 ARG

and depreciation charges

Total expenses excluding profit payment
and depreciation charges as a percentage 0.85% 0.34%
of total assets

Total expenses including profit payment
and depreciation charges as a percentage 2.43% 1.00%
of total assets

*since date of listing 20/03/2018 to 31/12/2018; 1st year of operation
** since date of listing 20/03/2018 to 30/06/2018




Summary of Fund Board Meetings and

Resolutions Approved During the Year 2018

The Fund Board met 2 times during the year and discussed the following topics:-

- Update on real estate market

«  Discussion on REIT’s performance

- Discussion on deal pipeline and various matter related to deal due-diligence
«  Appointment of new director

« Update on compliance disclosures

« Update on periodic valuations of the properties

- Disclosures about conflict of interest, if any

Following is the list of resolutions that were approved by Fund Board during the year 2018:

Approval of terms & conditions of the REIT, appointment of auditor, legal advisor and
custodian of the REIT. Acceptance of in-kind subscriptions into REIT from Al Rajhi Real

18t January 2018 Estate Income Fund and Al Rajhi GCC Real Estate Fund. Acceptance of debt obligations
of Al Rajhi Real Estate Income Fund. Approval for Acquisition of Blue Tower and Luluah
warehouse

Disclosures of conflict ofinterest. Appointment of Al Rajhi Capital personnel asauthorized
persons to access Tadawul reporting systems. Approval to reimburse the related party
loan from ARC to REIT. Approval to recognize Gulf Fund Company for Development and
Real Estate Investment asan SPV of REIT. Ratification of appointment of OPM as property

58th March 2018 manager for Al Andalus building. Disclosure related to discrepancy in the land area of
Luluah Warehouse and follow up action of notifying CMA and amendment of terms and
conditions to reflect the correctland area of the property. Adoption of policy & procedures
of real estate department of the Fund Manager. Appointment of Mr. Ahmed Al Mohsen as
Director of Al Rajhi REIT Fund.

Appointment of evaluators for valuation of properties held by Al Rajhi REIT Fund for

16™ April 2018 period ending 30th June 2018.

2" May 2018 Appointment of sub-administrator - Apex Fund Services

10" June 2018 Development of bus station in front of Lulu Hypermarket, Khurais Road

11t july 2018 Approval of distribution of cash dividends for period ending 30th June 2018

Amendment of terms and condition to remove the name of Abdulkareem Bawardy, who

resigned as Director. Appointment of Olaat Development Compay as property manager
1" July 2018 for Jarir Building, Al Ahsa Street, Riyadh. Change of timeline for payment of semi-annual

distribution ( from every January and July to February and August in each year).

19t July 2018 Approval of interim unaudited financial statement for period ending 30t June 2018
16t September 2018 Appointment of Mr. Tarik Al Sugair as non-independent Director

Appointment of various service providers in connection with acquisition of warehouse
20" September 2018 located in industrial city (al Musfah district), Riyadh
20t September 2018 Approval to avail debt facility from Al Rajhi Bank
20t September 2018 Approval to acquire warehouse located in industrial city (al Musfah district), Riyadh

Mr. Meshel Alshenaifi was approved to be appointed as an independent director on 1™

11t November 2018
November 2018

Appointment of Olaat, Barcode & Valustrat for valuation of properties held by Al Rajhi

th
R REIT Fund for period ending 31St December 2018.

Approval of resignation of Mr. Khaled Al Bassam. Approval to conduct valuation and

th
17" December 2018 technical DD on one of the asset.

Appointment of White Cubes for valuation of two properties held by Al Rajhi REIT Fund for

th
o3 e s period ending 31St December 2018.




Material Changes

« Mr. Ahmed Mohsen was approved to be appointed as non-independent
director on 22th April 2018

«  Mr. Abdulkareem Bawardy resigned as non-independent director on 7t june
2018

«  Mr.Tarik Al Sugair was approved to be appointed as non-independent director
on 315t October 2018

« The debt facility agreement signed with Al Rajhi Bank on 015t October 2018

- Acquisition of new property i.e. Lulu Central Logistics Warehouse on 315t
October 2018

« Mr. Meshel Alshenaifi was approved to be appointed as an independent
director on 4th December 2018

«  Mr. Khaled Al Bassam resigned as independent director on 17t" December 2018

Soft Commissions (if any)

Fund Manager did not receive any soft commissions during financial year 2018.

Portfolio Highlights

The weighted average occupancy of REIT’s property portfolio is 98.42%

No. of Properties % of Market Value

Khamis Mushait Khamis Mushait

Al Khobar 1 Al Khobar 14.4
Jeddah 4 Jeddah 30.3
Riyadh 8 Riyadh 52.6
Grand Total 14 Grand Total 100
Retail 49.1 Retail 51.1
Office 28.5 Office 25.6
Logistic 12.9 Logistic 14.7
Education 9.5 Education 8.5
Grand Total 100 Grand Total 100

HMI(IH \\” §§§

\‘\\
WWHE lll"H‘ U

- ~\\\
\\\
\\Q\‘&

%
)i
==
"-\




Property Portfolio

Asset Class Retail
City Riyadh
Land Size (Sgm) 19,428
Built up area (Sqm) 37,539.36
Acquisition Cost (SAR) 225,634,585
Master Lessee AL Mutlaq

Lease Type Triple Net Lease
Occupancy 100%
Lease Expiry 25-Apr-29
Asset Class Retail

City Riyadh
Land Size (Sgm) 9,000
Built up area (Sqm) 5,607.6
Acquisition Cost (SAR) 61,289,083

Master Lessee Fouzan Trading Co.

Lease Type Triple Net Lease
Occupancy 100%
Lease Expiry 3-Mar-25

Asset Class Retail
City Riyadh
Land Size (Sgm) 9,981.76
Built up area (Sqm) 4,812.42
Acquisition Cost (SAR) 62,245,967

Master Lessee Fouzan Trading Co.

Lease Type Triple Net Lease
Occupancy 100%
Lease Expiry 3-Mar-25
Asset Class Retail

City Riyadh
Land Size (Sqm) 15,600

Built up area (Sgm) 9,822.42
Acquisition Cost (SAR) 69,403,268

Master Lessee Fouzan Trading Co.

Lease Type Triple Net Lease
Occupancy 100%

Lease Expiry

3-Mar-25




Property Portfolio

Asset Class Retail
City Riyadh
Land Size (Sqm) 4,953
Built up area (Sqm) 9,162
Acquisition Cost (SAR) 72,178,814
Master Lessee N.A
Lease Type Multi-tenancy
Occupancy 100%
Lease Expiry N.A
Panda - Khamis
Mushait
Asset Class Retail
City Khamis Mushait
Land Size (Sqm) 19,000
Built up area (Sqm) 5,456.27
Acquisition Cost (SAR) 47,993,565
Master Lessee Panda
Lease Type Triple Net Lease
Occupancy 100%
Lease Expiry 22-Mar-29

Name Faris International
School

Asset Class Education
City Riyadh
Land Size (Sqm) 16,500
Built up area (Sqm) 36,835
Acquisition Cost (SAR) 132,826,263

Faris International
Master Lessee

School
Lease Type Triple Net Lease
Occupancy 100%

Lease Expiry 27-Jun-26

Asset Class Retail

City Jeddah
Land Size (Sqm) 38,641
Built up area (Sgm) 15,247.72
Acquisition Cost (SAR) 217,604,099
Master Lessee Panda
Lease Type Triple Net Lease
Occupancy 100%

Lease Expiry 10-Nov-28




Property Portfolio

Asset Class Retail

City Jeddah
Land Size (Sgm) 9,929.79
Built up area (Sqm) 3,300.4
Acquisition Cost (SAR) 67,443,000
Master Lessee Panda
Lease Type Triple Net Lease
Occupancy 100%
Lease Expiry 25-Feb-29

Asset Class Office+Showrooms
City Jeddah

Land Size (Sgm) 9,565.85

Built up area (Sqm) 33,426.34

Acquisition Cost (SAR) = 190,000,000.00

Master Lessee N.A
Lease Type Multi-tenancy
Occupancy 82%
Lease Expiry N.A

Asset Class Logistics
City Riyadh
Land Size (Sgm) 94,908.60
Built up area (Sqm) 80,359.08
Acquisition Cost (SAR) 198,701,300

Master Lessee Rawaj Real Estate

Company
Lease Type Triple Net Lease
Occupancy 100%

Lease Expiry 5-Mar-23

Name Panda - Madein Al
Fahd

Asset Class Retail

City Jeddah
Land Size (Sqm) 11,873.92
Built up area (Sqm) 3,838
Acquisition Cost (SAR) 48,592,750
Master Lessee Panda
Lease Type Triple Net Lease
Occupancy 100%
Lease Expiry 2-Sep-29
Asset Class Office+Showrooms
City Al Khobhar
Land Size (Sqm) 5,464.00
Built up area (Sqm) 33,591.91

Acquisition Cost (SAR) = 227,000,000.00

Master Lessee Rawaj Real Estate

Company
Triple Net Lease
Lease Type (100%)
Occupancy 100%
Lease Expiry 10-Mar-23

Name Lulu Central Logis-
tics Warehouse
Asset Class Logistics
City Riyadh
Land Size (Sqgm) 23,716.29
Built up area (Sqm) 16,500
Acquisition Cost (SAR) 52,250,000

Lulu Hypermarkets

Master Lessee LLC

Lease Type Triple Net Lease
Occupancy 100%
Lease Expiry 16-Dec-31



Risk Assessment Report

Name of the Fund Al Rajhi REIT Fund
Type Close ended - REIT Fund listed on Tadawul Stock Exchange

Provide investors with regular income that is distributed semi-annually

Objective and a strong potential for capital growth through investment in income-
generating real estate assets.

Tenure 99 years

Risk Level Medium to High

Market Rislk

Credit Risk

Liquidity Risk

Interest Rate Risk

Regulatory Risk

Risk of adverse changesin the
economic conditions like demand
supply imbalance, poor liquidity,
insufficient credit availability etc.
that may have a negative impact on
property values

The failure of tenants to pay any
contractual dues to the fund on time
may result in a lower income of the
fund and ultimately affect the earnings
of the unitholders.

1. Inability to convert assets into
cash without a loss of capital or
income in the process.

2. Inability to service the debts of the
fund

Risk of increase in profit payments due
to increase in interest rate volatility
impacting the fund’s net income

Risk of not fulfilling legal and regulatory
risks as applicable to the fund

Evaluating properties

on semi-annual basis to
understand the market
conditions and take
necessary actions to protect
the value of property.

For new tenants: Credit
analysis/ assessment by
property manager of tenants
before they are on-boarded.
For existing tenants, regular
monitoring of outstanding
dues and follow up with
tenants for payments.

1. Any sale of asset shall be
planned through a proper
sale process keeping
market conditionsin
mind. Currently there are
no plans to sell any assets

2. Debt Service Coverage
Ratio of more than 6.00
provides adequate comfort
on ability to service debt

87.5% of total loan amount
has fixed profit rate. Thereby
significantly reducing the
interest rate risk. Balance
12.5% amount has variable
profit rate is exposed to
interest rate volatility.

The fund follows all
governance and regulatory
regulations. The company’s
governance and compliance
department has an oversight
on the fund Management
activity.




Risk Assessment Report

Concentration Risk

Economic Risk

Financing Risk

Occupancy Risk

Excessive concentration of real estate
type or sector or geographic location

Changes in economic conditions,
including, for example, inflation,
new government regulations,

political events and trends, tax laws

and other factors can affect the
fund’s prospects

Inability to get the financing for the

fund and thereby not able to achieve

the desired leverage levels (subject
to maximum cap of 50% of total
asset value)

Risk of fall in occupancy levels of
the properties and thereby impact-
ing the rental income of the fund

The fund has a well-diversified
portfolio in terms of sector and
location. The Fund Manager
shall strive to achieve further
diversification by adding diverse
properties in the portfolio

Regular monitoring of macro-
economic conditions and
regulatory trends in laws is
carried out. Proactive steps to be
taken to mitigate or minimize the
impact as much as possible

The fund has track record of
securing the financing and

is current on its debt service
thereby maintaining good track
record. The financing will be
availed by mortgage of assets.
The current LTV is 26.3% of total
assetvalue and the fund has
further scope to add leverage
up to maximum cap permitted
under the regulation

Out of 14 properties, 12 are leased
on triple net basis (except the
cost of insurance for Al Fares
international school property
will be borne by the fund)
therefore occupancy is 100%.
Remaining 2 properties that are
multi-tenanted are managed
through property manager who is
entrusted with leasing the vacant
premises as soon as possible
ensuring maximum occupancy
levels in these properties. There
is provision of advance notice
of 3 months by either party
before terminating the contract.
During this period alternative
arrangement can be made



Risk Assessment Report

Property Manager Risk

Lease Renewal Risk

Increase in cost of
managing properties

Structural Damage
Risk

Risk of early termination of the
property manager contract may
impact the operations of the
properties that it manages

Risk of non-renewal of existing
leases or renewal at lower than
current lease rate may impact the
rental income of the fund

Risk of escalations in cost of
managing properties on account
of various reasons for example,
increase in utilities charges, un-
anticipated expenses, municipality
regulations, natural calamities etc.

Any adverse event leading to
structural damage to properties
owned by the fund thereby risking
the income generating potential
from such properties may have
negative impact on income profile
of the fund

Provision of advance notice

of 3 months by either party
before terminating the services.
During this period alternative
arrangement can be made.

Provision of advance notice

by tenants before terminating
the services. During notice
period alternative tenant can

be searched. In some cases, the
Fund Manager may accept the
renewal of lease as per prevailing
market conditions. Any
significant impact arising due to
such renewals shall be disclosed
to the market.

Out of 14 properties, 12 are
leased on triple net basis
(except the cost of insurance for
Al Fares international school
property will be borne by the
fund) therefore master lessee
is responsible for operating
expenses of properties. For 2
assets that are multi-tenanted,
property manager shall strive to
maintain the current run rate of
operating expense by efficient
management.

1. ForTriple Net Leased
properties: Annual
inspection by Fund
Manager / disclosure from
master lessee

2. For Multi tenanted
properties: Preventative
maintenance on regular

intervals




Market View

Saudi Arabia’s real estate sector has been

under pressure since 2014. The Real Estate

Price Index, as published by the General 7 .'\.,..l
Authority of Statistics, dropped 17.7% from S
the beginning of the 2014 to a level of 82.3
as of Q3 2018. Meanwhile, residential price

BSaM L MIN Aas wlee

index dropped 15.1% to level of 84.9, while
commercial price index registered a decline . g
of 24% since the start of 2014.

The total real estate transaction value during the Hijri year 1439 was SAR 172.01
Billion*, 15% lower than transaction value of SAR 203.1 Billion during Hijri year 1438.
However a close look at the index movement reveals that pace of decline in index
levels has moderated since Q12017. The Kingdom, which is going through a massive
economic overhaul, is planning to double the contribution of the real estate sector
to national Gross Domestic Product to 10% under its 2020 National Transformation
Program. In order to achieve this target, the Government has introduced a series of
reforms to boost the real estate sector. These are:

« Imposition of white land tax and announcement of large housing schemes that
are targeted at addressing the shortage of residential units in the Kingdom and
spurring growth in residential real estate.

« Increase in loan to value ratio to 90% for first time home owners; aimed at
bolstering the residential property market.

« Promotingreligious tourism: Under Vision 2030, the Kingdom aims to more than
doubleits foreign Umrah visitors from 8mnin 2015 to more thanismn per yearin
2022** by increasing its capacity. Ongoing major projects will act as catalystand )
will continue with the construction of the North Haram Developmentin Makkah
and the Dar Al Hijrah City in Madinah, set for completion in Q3 2020 and Q2 2019
respectively.

« Announcement of smart cities like NEOM and King Abdullah Economic City
would drive demand for high-quality commercial spaces, while Red Sea Project
would increase tourist flow, positively impacting hospitality real estate. [

- Launch of Sakani program for affordable housing

« Government has introduced broader reforms in entertainment activities. This

could help an increase in entertainment offerings and will revive footfalls in
shopping malls, which would drive demand for retail real estate.

«  Setting up of 11 billion-riyal sukuk program by Saudi Real Estate
Refinance Company, a fully owned subsidiary of Saudi Arabia’s sovereign |
wealth fund PIF aimed at increasing liquidity in the kingdom’s
mortgage market.
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Coupled with above reforms, the government announced a progressive and
expansionary budget for 2019, intended at boosting economic growth and
diversifying the country from an oil-based economy. Saudi Arabia’s 2019 Preliminary
Budget Report indicates a continued focus on fiscal stimulus driven by an increase
in budgeted government expenditure to SAR 1.1 trillion, which together with new
plans to support the private sector, should help accelerate future economic growth
and diversification.

As the reforms begin to materialize and oil prices remain healthy, the economy
is anticipated to expand 2.2% in 2018 and 2.4 % in 2019, according to the IMF’s
estimates. We believe much of the real estate sector woes are behind, and we
remain largely positive on KSA's real estate.

Source: * https://www.argaam.com/en/article/articledetail/id/569999
**http://english.alarabiya.net/en/News/gulf/2018/09/03/Hajj-ministry-begins-planning-for-2030-season-to-target-30-

million-pilgrims.html

Al Rajhi REIT’s Investment Strategy:

Al Rajhi REIT’s core investment strategy going forward would be to:

1. Increase REIT’s rental income and net yield by acquiring quality assets at
reasonable price.

2. Minimizing income risk by dealing with good quality counterparties, long term
contracts, and securing rental guarantees. Al Rajhi REIT hasa shariah compliant
facility of SAR 500 mn available for funding new acquisitions and enhance the
property portfolio.

The sectoral strategy is described below:

Engage in Built to Suit development along with a partner
who is sector operating leader and provides a guaranteed

Development offtake of completed asset for long term. The Preferable
sectors would be Education, Logistics sectors for such
development assets

Acquire good quality custom built compounds with long
Residential term anchor tenants. We prefer triple net lease structure
with master lessee

Acquire newly built Grade A & B and Boutique office
buildings We prefer triple net lease with a master lessee or

Office key tenant contribution to be significant. Average rental
contribution of an anchor blue chip tenant should be at
least 50% of total rental income from the asset

Retail Malls We will target selective attractive opportunities

Acquire custom built high specification facility leased to

Logistics ) .
reputed companies on long term basis.

Apart from new acquisition, the Fund Manager shall also focus on efficient
management of the REIT’s existing portfolio. We recognize the importance of
productive tenant relationships, viewing our counterparties as partners. Our
approach shall be to have a win-win proposition with our tenants and maintain
the properties with help of professional property managers by conducting timely
upkeep and maintenance. This not only optimizes rental rates but also increases
tenant retention. As the portfolio grows, efficient asset management will be the
prime focus of the REIT’s strategy.




Financial Statement

AL RAJHI REIT FUND
A Real Estate Investments Traded Fund
(MANAGED BY AL RAJHI CAPITAL)

FINANCIAL STATEMENTS AND INDEFENDENT AUDITOR®S
REFORT

FOR THE FERIOD ENDED 31 DECEMBER J018
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Al-Bassam & Co.
Allied Accountanls

INDEPENDENT AUDITOR’S REPORT

TO THE UNITHOLDERS

AL RAJHI REIT FUND

MANAGED BY AL RAJHI CAPITAL
RIYADH, KINGDOM OF SAUDI ARABIA

We have audited the accompanying financial statements of Al Rajhi REIT Fund (“the Fund™), being
managed by Al Rajhi Capital (the “Fund Manager”), which comprise of the statement of assets and
liabilities as at 31 December 2018 and the related statements of comprehensive income, changes in net
assers attributable to the unitholders and cash flows for the period from 20 March 2018 to 31 December
2018 and the notes to the financial statements, comprising of significant accounting policies and other
explanatory information.

In our opinion, the accompanying financial statements taken as a whole, present fairly, in all material
respects, the position of asset and liabilities of the Fund as at 31 December 2018 and its financial
performance and cash flows for the period from 20 March 2018 to 31 December 2018 in accordance with
International Financial Reporting Standards (IFRS) as endorsed in the Kingdom of Saudi Arabia,

B

We conducted our audit in accordance with International Standards on Auditing (“ISA™) that are endorsed
in the Kingdom of Saudi Arabia. Our responsibilities under those standards are further described in the
Auditors’ Responsibilities for the Audit of the Financial Statements section of our repori. We are
independent of the Fund in accordance with the professional code of conduct and ethics that are endorsed
in the Kingdom of Saudi Arabia that are relevant to our audit of the financial statements, and we have
fulfilled our other 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.

Key Audit Matters
Key audit matters are those matiers that, in our professional judgment, were of most significance in our

audit of the financial statements of the current year. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separale opinion on these matiers.
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INDEPENDENT AUDITORS’ REPORT (CONTINUED)

TO THE UNITHOLDERS

AL RAJHI REIT FUND

MANAGED BY AL RAJHI CAPITAL
RIYADH, KINGDOM OF SAUDI ARABIA

a conti

Key audit matter

How the key matter was addressed in our andit

Al Rajhi REIT Fund owns a portfolio of investment
properties comprising of commercial building
located in the Kingdom of Saudi Arabia.

Investment properties, held for capital appreciation
and or rental yields, are stated at cost less
accumulated depreciation and any impairment
losses,

Investment properties are re-measured for
impairment losses whenever events or changes in
circumstances indicate that the carrying amount may
nol be recoverable. An impairment loss, if any, is
recognized for the amount by which the carrying
amount of the asset exceeds its recoverable amount.

For assessing the impairment of investment
properties, the Fund manager monitors volatility of
fair value of properties by engaging independent
certified property valuers to perform a formal
valuation of the fund’'s investment propertics on
semiannual basis.

We considered this as a key audit matter since the
assessmenl of impairment requires significant
judgment by the Fund manager and the potential
impact of impairment if any, could be material to the
financial statements.

For impairment of investment properties, we have
carmied out the following audit procedures:

We assessed the independence of the external
valuers and read their terms of engagement
with the Fund to determine whether there were
any matters that might have affected their
objectivity or may have imposed scope
limitations on their work;

We Obtained two valuation reports from
different/ independent real estate evaluators
for all investment properties as at 31 December
2018 and confirmed that the valuation
approaches are suitable for use in determining
the carrying values as at the reporting date;

Assessed the recoverable amount, which is
higher of fair value or value in use of the
related investment properties as per the above-
mentioned  valuation reports. We have
determined that the recoverable amount of the
investment properties to be higher than the
carrying amount of the same except for certain
properties, which had an immaterial
impairment impact and thus not recorded by
the Fund's management.

We reconciled the average fair value of the
investment properiies as per note 9 to the
external valuers’ reports.
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MANAGED BY AL RAJHI CAPITAL
RIYADH, KINGDOM OF SAUDI ARABIA

ed with Governance for the Financial

Funds' Management is responsible for the preparation and fair presentation of the financial statements in
accordance with Intemational Financial Reporting Standards (IFRS) as endorsed in the Kingdom of Saudi
Arabia and for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Fund's management is responsible for assessing the Fund'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 management either intends to liquidate the Fund or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Fund's financial reporting process.

Auditor’s Responsibilities for the Audit of ancial Sta

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an andit
conducted in accordance with International Standards on Auditing “ISA" 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 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 skepiicism
throughout the audit. We also:

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

- Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropnate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Fund's internal control,
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uditor’s R bilities for the Audit of the Financial Statemen ontinued

- [Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the management.

- Conclude on the appropriateness of management's use of the going concemn 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 Fund's ability to continue as a going concem. If we
conclude that a material uncertainty exists, we are required to draw attention in our audit report to the
related disclosures in the financial statements or, if such disclosures are inadequate, to modily our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditors’ report.
However, future events or conditions may cause the Fund to cease to continue as a going concemn.

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

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide those charged with governance with a statement that we have compiled with relevant
ethical requirements regarding independence, and communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of financial statements of the current year and are therefore the key audit
matters, We describe these matters in our auditors’ report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine the a matter should not
be communicated in our report because the adverse consequences of doing so would reasonably be
expected to outwejgh the public interest benefits of such communications.

. — gy

g2

12 February 2019
7 Jumada al Alkhir 1440




AL RAJHI REIT FUND

STATEMENT OF ASSETS AND LIABILITIES

As at 31 December 2018
{Amounts in Saudi Riyals)

ASSETS

Cash and cash equivalents
Rental income receivable
Investment measured at FYPL
Due from related parties
Prepayment and other assels
Investment properties

TOTAL ASSETS

LIABILITIES

Accrued management fee

Deferred rental income

Accrued expenses and other liabilities
Due to related parties

Borrowings

TOTAL LIABILITIES

NET ASSETS VALUE
UNITS IN ISSUE (Number)
PER UNIT VALUE

PER UNIT FAIR VALUE

Note

31 December 2018

10

10

10
10

5711
7,237,812
59,390,460
5,472,714
1,655,108
1,666,610,053

1,740,371,858

2,956,760
15,092,349
11,501,668

456,913,600

489,960,412

1,250,411,446

10.23

10.09

The accompanying notes | to 15 form an integral part of these financial statements,




AL RAJHI REIT FUND

STATEMENT OF COMPREHENSIVE INCOME
For the period from 20 March 2018 (listing date) to 31 December 2018

{Amounts in Saudi Riyals)
For the period from
20 March 2018 (listing
date) to 31 December
Note 2018
INCOME
Rentals from investment properties 91,842,207
Income from investment measured al FVPL g 250,616
Other income 6,586
Total operating income 92,099,709
EXPENSES
Management fee 10 {9,809,233)
Finance cost 10 {13,883,005)
Pre operating expenses 10 (579,025)
Other expenses (4,433,141)
Total Expenses from operation {28,704 404)
Funds from operations during the period 63,395,305
Deprecialion expense on investment properties 7 (13,747 500)
Net income for the period 49,647,505
Other comprehensive income
Total comprehensive income for the period 49,647 505
F a\-sﬂ\.

The accompanying notes 1 to 15 form an integral part of these financial stalements




AL RAJHI REIT FUND

STATEMENT OF CHANGES IN NET ASSETS
For the period from 20 March 2018 (listing date) to 31 December 2018

(Amounts in Saudi Riyals)

For the period from
20 March 2018
(listing date) to 31
Note December 2018
Net asset value attributable to the Unitholder at beginning of the _
period
Changes from unit transaction:
Subscription of units — Cash 426,701,300
Subscription of units - In kind contribution 1 795,304,790
1,222,006,090
Dividends paid during the period 12 (21,242,149)
Total comprehensive income for the period 49,647,505
Net asset value attributable to the unitholder at end of the period 1,250,411,446
Transactions in units for the period ended are summarized as follows:
For the period from
20 March 2018 (listing
date} to 31 December
2018
Number of units at the beginning of the period
Subscription of units — Cash 42,670,130
Subscription of units - In kind contribution 79,530,479
Number of units at the end of the period 122,200,609

The accompanying notes 1 to 15 form an integral part of these financial statements




AL RAJHI REIT FUND

STATEMENT OF CASH FLOWS
For the period from 20 March 2018 (listing date) to 31 December 2018
{Amounts in Sandi Riyals)
For the period from
20 March 2018 (listing
date) to 31 December
Notes 2018
Met income for the period 49.647,505
Adjustment to reconcile net income to net cash from operating
achivilies:
Depreciation expense on Investment properties 7 13,747,800
Unrealized gain from investments measured at FVPL 8 (232,389)
63,162,916
Changes in operating assets:
Rental income receivable (7,237,812)
Prepayment and other assels {1,890,173)
Due from related parties (5,237,649)
Changes in operating liabilities:
Deferred rental income 15,092,349
Accrued Management fee 2,956,760
Due to related parties 3,467,405
Accrued expenses and other liabilities 11,530,298
Net cash from operating activity §1,844,094
INVESTING ACTIVITY
Purchase of investment properties 1,7 {485,146,463)
Purchase investment measured at FVPL {59,158,071)
Net cash used in investing activity {544,304,534)
FINANCING ACTIVITY
Subscription of units 426,701,300
Dividends paid 12 {21,242,149)
Bommowings 10 57,007,000
Net cash from financing activity 462,466,151
NET INCREASE IN CASH AND CASH EQUIVALENTS 5711
Cash and cash equivalenis at the beginning of the period -
CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD 5711
Supplemental non-cash transactions
Purchase of investment through subscription of units in REIT 1,7 1,195,211,390
Borrowings 1,10 {399,906,600)

The accompanying notes 1 to 13 form an integral part of these financial statements




Al: RAJHI REIT FUND

NOTES TO THE FINAMCIAL STATEMENTS

31 Deember HHE
(Ampunts in Saudi Bivals)

L

31

13

THE FUND AND ITS ACTIVITIES

Al Bsjhi REIT Fumd (the "BELT™ or the “Fand '] is 3 closed-ended Shariah compliant real estaiz
investment waded Cund. The lsing dave of the Fund is 20 harch 2018,

The BEIT is managed by Al Rajhi Capaal {the “Pund Manages™), a Saudi clossd joint stock
company with commercial egistration no | MO24L6E], amd an Awthorized Person licenzed by
the ChA ander licerse no, TTDGE-3T dated 25 June 2007,

The REIT is [istel on Tadewisl aeed the undis of the REIT sholl be tesded on Tadawud in
nccosdance wilh s rules aed cegelations. The subscribed uniis of the REIT amoumis 1o SAR
1222, G090, The RELT has a temof %9 years, whikch 5 extendable on the discrelion of the
Fued Mamager following the approval of Chia.

The pricary investmesit objective of the REIT & to provide ils investors wilh regalar income by
invesiing i income-peneraEng resl estale assets in Sawdi Arabin,

The eeang and coewdilions of tee HEIT wers approved by CMA on 30 Rabi AT Awal 1439H
(Cornespanding to 18 December 2017).

Iz secordascs with the approved tems. and conditlons of the REIT, Invesiment properfiss
amiuring lo SAR 1,195,211 390 thn included bormowings amoenting o SAR 300,006,500 wen
transfermed from Al Bajhi Resd Exate Income Fond asd Al Rajki GUC Real Exse Fand w the
RELT gpon s commencemen: date, The consideration of the above ransaction was exensed by
the REIT by way of I'I.ﬂ:ﬂ.l:l.'.-qilll.ﬁ'l of ity units to (e original usit keles of Al Bajhi Real Esime
Izeome Pand asd Al Rajbi 00 Real Fstale Fund amounting to SAR 605 304 7Y end AR
1601, WK, s Eisly

Stnee these are the Azt fioancial statements of the Fued, accandingly po somparative informalion
ie igeluded bn these finoncial sialements.

HEGULATING AUTHORITY

‘The Pund ls governed by the Real Bstaie Invesiment Funds Regulsions (the “Repgalalions™) amd
REBIT instructions pablisked by CHA, demiling jequiremesds for real estale fumds agd fraded resl
eslade funds willin the Kimgdom of Saudi Arahia

BASES (O PREPARATION

Statement af cormplianes
Thess fimancial slatsments bsve been prepared bn sceopdasee with Incermnaliond Financial
Reportieg Standards [IFRS] that sne endorsed e Kingdom ol Saodi Arshea,

Basiy of measarement wod firstiionn @od presemiaiion crrramoy

‘These financial sisiements have been prepared wnder the bistorical cost coavention, using accnual
besis of acoousting sxcept for investment mosssianed a1 famr value-torotgh profil and Joss CFVEL™)
and are expressed in Saudi Acibiin Biyals (SAR), which i REITs funcibonal end opeciionad
COMTENCY.

Critical meemunting jrdgments, crtimate: and assemption

The preparaiion of fhe el stelements requeans mismgerent 1o make judgmenls, estimsies sad
arsumplions that affect the r=ported amouls &f nevenues, expenses, aiacts and Bebilitics, and the
accoinpanying disheures, aitd the disclouse of contingent Nahilitics. Uncortaingy about theas
assumptions and eskimakes could rasull in oufcomes thal require o material sdjusiment so the
curying amouni of amels ar liohilises affacted in fulure pedods.




AL RAJHI REIT FUND

NOTES TO THE FINANCIAL STATEMENTS
31 December 2018
i Amonnts la Sawdl Riyais)

3
13

14

BASES OF PREPARATION (Crakinmed)
Critical eecwenting fedgments, extimates and aesurmplica (Continned)

The key assumptions comcersing the Fulies and other key sotaces of esGmation unceanlsty ab e
reporting dise, st have & gigalficant sisk of camaing & moterin] adjusiment do the carmying dnocinls
of meets and lishilities within the neat accoaniing pedod, ase dascrbed below, REIT hosed 18
asswmpeians and eslimates oa parameizrs aviilable when the Arancl stalements were preparel.
Exizing cironretances and assvmpbons about fuire developments, howeves, may change dug o
maricel chanpes of circunnsances avising beyoad e control of REIT. Such chacges are neflecicd o
fha Asssrptions when they ooz,

Croing Congerm

REIM & masageenent Fas mode an eeseserent of REIT = ahility o cosdinoe @ a goiny coacem ad
is sfished ghat the REIT his he resourses to contines i business for the forseeable Duee,
Furibermone, the management i nol awang of any naterial umcenainties (hat may cast significant
dioahd on RETT s akility Io confinue & a going congism,

Imgpalrment of non-finapcial pssets

The carrying amaunts of the noe-financial asscls ae reviewed nt the 2nd of endh reporiing date or
o feqoent]y o detenming whether theoy 5 any indication of impemreat. I acy sudh sdiestion
exisls, then the agwat' srecaverable dnalinl ie extbmated.

An impaErment boss i5 recopnized if e camying amount of an msset o 8 cesh-generling unit
excesds the recoverable amoant. The recoverable smound of aw assed or cash-genesating unil is the
preater ol s value in use snd s Fair valie Joss costs (o sell, In assessing vabes inouss, the estimated
firure cash foves are discountsd oo their present valess ssing (i pre-sax discound rale tha reffeces
ihie Surent paasken assesments of time valus of manoy and the rsks specific 10 the asaet. The fair
wibiie ess coed o 56l i bysed on oheervahle market prices or, if no obssrvsble markef prices ek,
estimated preces for simifar assss or 5 no eslmated prices for simiar assets are available, then
based on descounted Futars cash fow cabcofations.

Residual nmd wseful lives of investiment properties

The REITs management detenmines the estimaed residaal valhus and uselal Bves of is invesiment
properties for caleulating depreciation, These ssbimuoies ame deicrmined sfier corsdorieg
expecied asage of e attets or physical wear and ear, Masagereal will peview the residos] valve
and veeful Bves annanlly sd faturs depreciation charge would be adjusted where ths masagement
belneves tae weefiel liwes differ from previcus sstimales.

Erpectad credit fasz

The meamrement of the expecied credit losa allowance for finamcial assols medsueed & smeised
cost B4 an orea thal recuires the mn of comples models and significent assumpdions obout fsture
ecoaomic coaditions sed credil behoviour,

A mumber of ggaikenal judgments a8 alse reguined in applying the accounting requirements for

measuring expected credit foss (ECLY, such as:

®  Thetammining criteria for dgnificant increge in credit risk;

®  Choosing appropriate models and assumglices far the messunément of ECL;

= Establishing the aumber and relutive weightings of forward-looking scenanios 1or each 1ype
of peeducifmarkes and the ssodated DCL; and

=  Esiablishiang proup of sindler fsencial assets for the parpases of meesuring BCL



AL RAJHI REIT FUND

NOTES TO THE FINANCIAL STATEMENTS

31 Decemlser 2018
{dmaiinnts im Susdl Rivals)

4,

SIGNIFICANT ACCOUNTING POLICIES

The significant socounting policies used in tho propamiion. of these Aoancial Sstcmcos mt a8
ol

Cush anid cash equlvalemts
Cash and cash equivalents consist of bank balances wilh a Jocal Bank. Cash and cash equivalents
are carried 4t amorlized cost wighin (e sasment of msets and liabilities

Hecetvabies

Fecoivables are initislly messured at fair value plus ingremesinl direct iransaction costs, and
subenquently &l their amortized cost using effective commission mefod Log allowasse for
receivables is always measured At & aMOUAL equal 10 lifetime expected credil losses.

Investment properfies

Investieat properiies is & Feal esiae thal afe beld foe capicd] appreciation andior renial ylebds s
recorded a5 imvesiment properties. Investment properties me sited 81 cost dess poCumedaled
depreciacion and any Impairmeet losses. Depreclation is compuied using the siraighi-line method.
The vos bess resides] valus of investment properny it deprociaied over e shorer of a8 useful ki
of the terme of the Fund is 53 years,

Resicunl values and usefal lives of investmen property are subieel m seview and adjustment, as
necessacy, when an oseet cumying excesds its recovermble woounl it his o b2 writizn down
immediaiely Lo i85 recoverable amoos. Caplial gains resalt from disposal, anses when selling vales
of g asset enceeds i carrying value, recorded in pet basks in the statement of ipcome,

Impairment of non-currend ades

Propertics ae reviewed Tor impairment whenever events of changes in circumstances indicate that
the corying amount may nol be recoverakle. An mpaimnest 648 15 pecognized For the senosnt by
which the carmying amount of the mset exceeds A5 recoverabliz amoand which & the higher of on
nsset’s fair vabue less costio sell and voluein nee. Where an impaismend loss subsesuenlly reveres,
the carrying asnounl of the properly is imcrested o e revised esdmae af s cecovershle amount,
bar fhe increased carmying amcund should ool excesd ge camving amount thal would kBave been
determined, bad mio impainmenst boss been recopnized For the astels of cash-gentratng unit in prior
vears A peversal of an bmpainment bass is recognized &5 income immedialely in ihe stalement of
coenprehens ve incoem.

Accrued expenses and other Hobilites

Accrued expesses wid other payelles e ecognised initally o fuir valoe snd subsequently
measaed s amarised cost tsing the el comnession rate ethod,

A provisinn is recognised when Ihe [3ond has a present legal or congtructive shligation as 2 resalt af
post events, it is probahile fatan amflow of resources embodying economic benefils will be requined
trsefdle the obilgation, and a relighle estmate of the amount can be made. Provision is nof recognised
fior fubare operaing loss.

Revemue reomgnition
Remal maome reecivable rom operaling kass of propey B3 recopnized om o srephs-line hasls ower
the bern ol This ke,

Investment iranseciions
Invesumemis wansaelicns are acgounbed for as of the rade daies,




AL RAJHI REIT FUND 3
NOTES TO THE FINANCIAL STATEMENTS
31 December 2008

{Amounits in Soudi Biyals)

4, SIGNIFICANT ACCOUNTIMNG POLICTES (conthmmusl)

Management fees and olher expenses
Manzgement fors and otbeér experses arg charged at taies / amounts wilkin limits mentioned in
terms and conditions of the REIT. Management fae is calculstied 2nd payable quanedy inanmears.

Fakat
Fakal hlhunb]i_gaﬁunnfﬂhur& balders and is not pravided for in the fnaacis] sinlemenis,

Net mszels value
The pet mgets vnlos per unil dischosed in the fnmcial starements is calcubmed by dividing the net
asszAs of the REIT by the namber of umits in sisos &l he period-end.

Diividend distribution
The REIT hies a palboy of distrilotieg on somi-anmialy of east 80% af s oet profi, sl incheding,
prafin resalting from the sie af te underlying real estals assels and other ipvesimeans,

Fimancial instroments
Clpzificatinn and meaturemment of fnancdal instriremiy

The meadureenl calegomy and the carrying amianl of fnancial eesets and linhdlities in accordanee
with IFRS 9 are companed as foll ows:

[ERSS
Wleastirenen) arrying
abvgory At

Fmancial sssety

Cagh and cash equivabents Amartized cosi 5111

Bental treome recetyvalide Amaizzd coal T237 B2

Investmént measured at FYFL Fair value 55,390,460

Dt [ramm related party Amertizad cost 3,230 badh

Tatal financial as=ets TLHT, 632

Rental income recelvabds |5 chassified sl amonised cogl. Ao allowance fur impairmeat over these
rezebvablzs was nod recognised in e Mraecisl daemens 3 b amoant was net makerial

Egurity dretrwsvets

Equiey instrements are Isstremans tha meet te Sefination of equiy fram the i5sier"s perspective;
ihat 5, inStruments that de ned contain 2 contactsal ohligation io pay and that evidence a residual
imierest in the isnees net asss,

The Fund cinssifies ity Anancisl assets o fair valae throwgh peofic or los (FYTEL) The Fund
subsepoently meagares all equity nvestmenis sl fakr valoe thicagh profil or los, except whers he
Fund Manager has electad, & initial recognition, bt frrevocably designate an equity isvestment at
fnir walue throagh ofher comprebensve income,
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AL RAJHI REIT FUND

NOTES T0 THE FINANCIAL STATEMENTS
31 Decesnber 2018

(Ameunds §n Sendi Biyals)

4,

SIGNIFICANT ACCOUNTING POLICIES {continoed)
Financial instruments (Contined)

Egmity tnstruments [Comnlinied)

Tre: Fand's palicy is o designae aquiy investiments as FYOCT when thess imesiments are breld
for purposes other than o rade. When this election is wood, fabr value gaing and besses e
recognised in (8] and ane pat subségeenily reclassified o fhe statement of income, incleding on
disposal. Fmpairment §osses (sl reversal of impaiTnent 1048e8) &e nod feponed weparancly finem
cither chenges in falr value, Dividends, when represening o revam on such fnvestmests, continue o
b recognised in the staermant of comprohonsive inctars wihen the Puad®s fght 10 reeboe geyiments
i etailichind.

Teipairmeni of finmacinl et
The Fund assssess om a forward-looking bosés the expected coedit losses (“BCL"} ngsociated with
fls financial instrument asses carrisd & amommised cost, The Fund recognises & boes allowance for
such losses 2t esch reporing date. The memweement of ECL reflests:
= Anunhinsad and probafdbine-weighted amound thal is determined by evalustiog a cange of
poisible culoames:
+  The thma vslue of resourecs; mnd
- H.-utpulﬂ:k—mdmmmﬂaimmﬁﬂhrﬁmeﬁmmlﬂmtﬁﬂﬁbﬂﬂI::H:
reposting date chaut past events, cirenl coaditions and forecass of folusne coosoiris
coeditions.

Derecopmrition

Fenancial assets, or o podion themsal, are derecognised when the confrachaal sights fo receive te
cash flaws from the assels have cxpied, or when they have besn traesfored and either (1) G
Bund wensfers substantially all the risks and rewands of ownership, or (i) the Fend geither
irungless nor retales subsiantzally @l the risks and rewands of ownership and the Fund has not
redaized ceatrol.

Fimarciaf labifitias

The Papd classifies jis flinancial Gabililies al amortised cost wnbess il Bas designmied loalbilites af
FVPL. The Fund derecopgnises a financisl TNty whes its contractual ohligations are discharged
or cancelled, o cupine,

Oifsetting

Fimancial iseds and financiz] liabilities are offect and the nol amound presented In the statement
of Arangial position when, and-only when, tee Fusd careently Fas a legally enforceable right to
gt aff the emounis md it intends &isher (o setile them oo 4 ot basie or io realkes the el aad
seqile the liabiline simuliancously,

MANAGEMENT FEE. OTHER EXFENSES AND TRANSAUTION FEE

Dnndnlymﬂuﬁndiiuwﬂm dv:‘Ehnd.. managemEn fie o the raig of 02
percent per semum of the Fund's 1ofal assets value net of Fund expedses and i3 pakl on
quanierly basis,

TRANSACTION FEE
Fusther, the Fund Manager chasges the Fumid ome-time acquisition fee ab the mie of |
pescent om the seouisibion or slé price of the feal exlale asele

o




AL RAJHI REIT FUND

MOTES TO THE FINANCIAL STATEMENTS
31 Decermber 218
{Amotmis in Samdi Riyals)

i, INVESTMENT MEASURED AT FVPL

Kumber af Mlarket

Fund mammger s Cost Value

Al Bajhi Commodity SAR Fusd  Rajli Capilal IR4265  SUISTTILIE 59300460
T INVESTMENT PROPERTIES
Pilavts | ETY Puilding Taial

st
Balanee as of 20 Mareh 2014 - - -
Autdefifinms 1 1Y T 26 S M 503 I 6T 357 R53
Balance as of 31 December 2018 1,087,778 240 501,570,503 1,630,357 853
Agumalated [epreciation
Baiencs as of 20 March 2014 = - =
Charge for the year 7.1 - {13, 747 By {19,747 A0
Balamee a5 of 31 Decensher 2018 = {13,747 K} (L3, 747 504
Mook Value :
as of 31 December 2018 1,087,775, 260 578,531,743 56 61 01,153

Thess invescmen: properties represants thirieen propeniies; nameky:

- The Janir Al Ahs ievesiment i incaied in Rivedh and is classified as in the Refail secior, This asset is

now mili-sennnied since Juce 2008 wilh an urchenged snoanl restal ol SAKR 5.2m

The Faris Tntematisomal Schioo] investmem is locoied in Riyadh and s clacdfied o ia e Edocation

seeior, This sseet 15 8 iriple se beszs with an annual rental of SAR 10m

Thie Mullan Loly imvestiment ks locsted in Biyadh snd s classified 25 in the Retnil secter, This asset iz a

iriple: net Tense with an snrual rentol of SAR 15.35m

= The Anwar Mall investment is locsted in Rivadh and is classified o in the Relail secior, This asset is a

trapbe net bease with an ansual renlal of SATR 44m

The Marjes Ball investmeat i3 Incoted in Rivadh s s classafed & i the Reiad sectas, This assaris a

Lripla net bease with an annual rantal of AR 4.3m

The Rapa Mall invesimen s lotated m Ripadh and & classified as in the Retall sector. This asset s a

erigle net lease with an annual rentald of SAR 4.Tm
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7.

7.1

.2

T.3

INVESTMENT FROPERTIES (Continucd)

The Mirwah Jedcah invesiment is Iocaled in Jedcab and is classified a5 in the Redail secior. This seset
i @ triphe pet lesie with af sl tenta] of SAR 2.5m

T Bfacsin Fahad Jeddsh invesoment is locared im Jeddeh and (= classified as in the Retail sochor, Thds
a9l iS5 o wiphs ped leass withan anemal reniel of SAR 2.53m

The Rawda Jeddah invesurem b located In Jeddab and 15 classtifed as in dhe Resall secior, This nssetis
o iipdes nes bease with an enmual recdal of SAR 2.4m

“The Ehamas BMushait insestrren i@ lassbed i Khanus Muoshet and ¢ etassifed ag in the Betall cector,
iz seees 16 4 driple net lesse with aa snmial rental of SAR 3. Tm

The Al Andalis investment is loesed in Fecdah and i5 classified asin the Commercil secor, This assel
s multi-temanbed with an aonial reaial of SAR 13.5m

“The Blue Tower Bvvesiment §s [ocated ba Al Khobor and is chassified 25 im the Commercial secior. This
assel  atriple ped leass with an ansoal rental of SAR 18.3m

The Lisluak Warehouse investment i3 hocatsd in Bayadh and is chassified as in the Logistcs sector. This
asset 5 a iriple ped lease with en arsoal rencal of SAR | 3.6

‘The Lulu Centeal Logistics Warehouge invesiment is locsred in Riyady and is classified as in the
Lugistics s=ctar, This issel is a teiphs net leaps with an annasd cental of SAR 3. 8m

The Fand has the palicy of charging depreciadon on bedlding over 33 years. The depreciotion is
charged on deprocishic samount s, cost leas residus] valoe,

All propentics are hebd im the pame of AHR&hI Develepment Company, Privileged Warchosise
Compeny 2 asd Gulf Fond Comgpany for development aad real estute investment [the "SPY™).
The 5PV are holding (hese praperties For the bereficial ownership of ke Find and dpes fol
pomess any sontrolling intenest or amy sleke in e properies

The Fard manager on & pertodic basis reviews be Investiment propesties for impairment, An
impairmen loss is enmsidensd by ke ool of which the carying value sxceeds |ho invesment
properties repovenable amaunt, whith is @e kigher of an assers feir value less cost 1o sell and the
value in wse. In accordance with the periodic evaluston reporte furmished by the Fand's

independent appraksers, the: mmpelrmeat loss on Invesment propenies was not recognized in the
finarcisl stabements &5 Ui amoani was not meberial.

[RCOME FROM INVESTMENT MEASURED AT FVPL

31 Pecomieer 2018
Unicalized gais lrum investmenls meaivesd a1 FYPL 232,380
Fealized gain froem Invesunenis measured at FYPL 18,327

Tatal 250,616
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% EFFECT OF NET ASSET YALUE IF INVESTMENT PROFERTIES ARE FAIR VALUED

In accordancs with Articdle 22 of the Real Bstate Ievesiments Fund: Reguktons tesoed by ChA n
thee Kimpdom of Susdl Araban, the Pand Marager cvaluadcs the Fund's assets based on an aversge of
Uy evalugions prepared by independent evdluatons, As eed o in the temos end conditions of the
Fupd, met osse value declured are based on the market valee obiained. Howeser, in sccordince with
accourting palicy of the Tued, Evestrent propenies are carried ab cost Iess pcoamulaled depreciation
and irpakrmend & any in (hee oancal Saemeis

The Fair vafse of the investment proporties is determined by two selected appraisers for each of the
Il propemies fe Ot Valeatlon Company, Barcode Company Limibted, ValuSirat
Cosalting Compasy and White Cubes Co ; which ase sceredited valuers from Saodi
Autherity of Accediled valvers (Tageem), Az of 31 Decomber 2008 dhe walustion of the
invesiment, properdies are as foflows:

Secont_

First
sl lscember HHS

ARpratser Apprriser Apeane
Investment propesties [ 559,873,376 1,637, 800,000 1,645 836,688
Tatal 1,650,873, %76 1,637, 504,000 1,648 B36.6HE

The imvesiment Fup.:-rﬁnf. were velwed takong inko consideration eumber of factnrs, includimg, the
area i (ype of property and valwakon teehnigoes wing significan: unobservabls Inpuls, nchiding
fhe financial & fragmestotion plod analysis. the income rmathod, and restdual value method. Betow
15 an aralysis of the mvesiment properiies fair valoe versus cost;

31 December 208
Estipnared falr walies of lovestment propediel based on the aversge of R R AR
thi e valualoss used *
Lzss: the carmying wlue af invesiment prapey {1,666 G1DIST)
Estimared falr valwe in deficit of beak valos (17,773,3465)
Uitz in lssee (mumbers) 122 209,608
Digcresse valee per unit hased on fair value i 14)
et asxet to nnithpldars:
5 er 20LE
B assets atielbutable 1o unlthaldess as per the financial sclemencs
before Fair valie adjusiment 1,250,411,446
Estimated fabr valiez in doficit of book valuo (17, T73,365)
Bt assens adtrihutabie o wnitholdess beeed on fair velustion of
Envestmenl properlics 1,232 638 051
et wwset agtribuiable fo each wrlts
31 Decemher 2018
Boak velue per umit as per the financial statements belore fir value
il fustenens 123
Decreage in wales per ursit based on fair vobee (AT
Met puaets aticibatable v esch usit bassd on fair valuation 10,05




AL RAJHI REIT FUND

NOTES TO THE FINANCIAL STATEMENTS

31 December 2008
{Amounls in Saadi Rivals)

1,

TRAMSACTIONS WITH RELATED PARTIES

Helmed partees of ibe Fund inchede “A1 Rajhi Capital™ being the Pund BManager, Al Rrjhi Benk
{heing the sharehebder of Al Rai Caplial), the Fend whick s managed by the Fund Baard of
Director. KASH Capatal (heing (he custadian of the Funds) ard any parly has the ability o conool
other party of excmis significant influence over the other pasty in making financid oo operaiional
decisions.

In thie ordinary course of iEs activilis, the Pund tramsacls basiness with relaied panties, The releod
parly rapsaclions are govemsd by limits set by il vegolatbons Lssaed by the CWA, Al related
party trangactions sne disclocsd o the Fand Boand of Direstar,

Al Bajhi Bank &t a3 a banker of the Fusd and as &1 31 Decamber 2018 SAR 3,711 were beldin
curred seeoumte of the Fand maintained thepewith.

e significant relsied pany imnsactions engered inin by ths Fand dising the pear and il bafanses
resulting freen such trassactions are a8 follows:

Bulnmce
Matwreof —  Amouniof  Beecivables [
Related Party  foomsction  bransscion  (payahble)

Al Fiaghi Fical Beswté Income Fand  Lopenses pad by e
" ¢ ™ Fund 5074932 5074932
Ineome meeckved on

Techesdl of e RETT 162,717 162,717

Al Rajhi Capiial Ivamagement fee SE09.2I3  (2956,760)
nses pedd on

bzhlf of the fusd LAGTADS (1467 405)

Financial suppo - {2 (M0 NG

Al Rajhi Bank Firance: ;0 13,883 005 {9,047 TE0)

Loun facility = 456,913, 600)

KASHE Capital Custeddin fops 0 7S {28,630}
s 1 Expenses paid nn

Al Rujhi GCC Eeal Esnbs Find behalf of the Faod 1Ry {18, CHa)

Iscome received on T
hehalf of the RETT or s

Tha REIT has inharited the losn of BAR 359,906,600 fromn Al Bahs Beal Estaie Invosie Fusl,
which was corveried into REIT by way of in-kind contribution {s=e BMobe 1). The bean was doren
dovwst i 3 menches, Tranche | wasof SAR 254 5000000 and Tranche 2 of 84T 1454066040 This
lain was assbgned o Privileged Warchouse Comnpany 2, & 5PV acting on behiolf of the Al Rojhi
Beal Estale Tncome Fued. Privibeped "Warebouse Comspany 2 35 now an 5PV of the REIT and
cosilinaes (o service the lizhility of this boan. Tranche 1 of the b s seciered by plelge of Jari
Book Swore Bullding, Al Muilay Balbding, Aowar Ball, Majes Wall and Paon ball. The moatusity
date ol the principal of Trasche 1 will be on 20 Deceanber 2020, Tranche 3 of the Iran i secured
by pledpe of Al Faris Intermational Schoal Building and Axizia Panda Maraah, The maisriny dase
af the principal will be on 23 March 2021,
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1o

TRANSACTIONS WITH RELATED PARTIES (Contimued)

Both tranches carry fixed spezial commission rate of 3.78%. The special commizsion is paid over
five years on & semi-sanus] besls, Special compission doe for ibe period ended 31 Decemnber
H0IE has been incleded on a pro-raia basis fom the date of in kind contribution transfec o ke
BEIT and i reflested m corrent Hatdlitlea,

Ow 30 Octaber 2012, the Fund has obiained 3 Sharish facility of SR 57,007,000 from Al Rajhi
Bk, an affiliate of fhe Fand Manager, The facility bas o variable profit mie of 3M
SAMBOR+1 5%, the term of e facility is 7 years.

FINAMNCIAL INSTRUMENTS ANID RISE MAMACEMENT

The BEIT s activities exposs it 1o a variely of Hnanciol risks) marked gk, eredil rigk sed Gowidity
risk, The REIT s overall risk manegement program foouses on ibe unpredictahilty of financial
ouarkets and seeks to mindmize pocential sdverse effecis on e BEIT"s Goanclal pecformancea,

Firancial insirumens caried in these fsoncial ststémens pincipally include cash and cash
equivalends, rental income receivable, Investment mensered al FWPL, Due From nelafed parties.
accried memagement fee, aocrued expenses, Do 1o elaed paic and Bomesing. The paticule
recogriltion methods sdepied are disclosed in the individeal policy stetcments asociated with esch
itee. Finmncial 2xcei= and linbilites are offiel u'drrntmul:l-rﬂgmfnila1h financial stabemenis,
whe the RETT has g bepally enforcesble right io set of f the recoprized amounts snd jntends elther
b sl on & nil hasks, of I realize the assel and Lability shnalianonisly.

MMarkel Fisk

The RETT will be subject o the seneral conditices of the real estale sector in Saudi Arabins, which
il is influenced by & varcly of factors such as, bul not liméed o the oversl]l moerocconoms
prirwth i ke Riegdom, el rales, demand-supply, avallalbBily of Nisacang, investor senliment,
Figuiclity, lega) and regulatosy requiremenl. The BEIT manspement monilies on a regeiar bass the
fluctusiion aad changes in the overall economlc enviromment and helieyes that (he lepesc of such
chamges is not sigrificant o tke REIT.

et rick
The Fand s i credit risk. which 5 e risk thal one pariy to a fimaneial insrumenl will
CEESE A koss for the other party by faling to due from relaged padies an obiipaton. The

ﬂﬂhmﬁﬂmtﬂh:ﬂhﬁ!mﬂmlﬁhjkfﬂm}rd&mdpm.ilﬂhml'hm

e Fuwd's pilic y b0 ember imdsr Bnancil iestsunenl coutvass with mpulable comiempantses. The Fund
seeks o mit its cedil sk by monitoring credit exposuns, fimiting tamsaclions with specific
conndenpanties and condinizlly assessing the: creditworthiness of counlerparties. Cash is placed with
@ reputsble francial jnstivsion,

Liguidery risk
Liguichiny risk is the risk that the Fund may nofbs abile 1o gescrale palDicien] cash pesooantes to sl
itz abligaticns bn full s they fall dee o can only do so onlerms that are matedally disadvantagsous.

The Fand Menages manitors [iguidily requanemens by ensuring thal sullicient funds are evailable
it mest apy commitmnts as they arise, either fircmgh increase the fund sine or by kking shor ferm
loems from the Fund Massper.
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11. FINAMCIAL INSTRUMENTS AND RISK MANAGEMENT {Contisued)

Maruriey Prafiles

The Iable below sammarizes (e matunity profile of significant assews and Babiliies of he Fund
based on expectnd maturites:

31 Degember 2R E

L.ees than are than one
1 yenr YT Trital
Cash and cash equivalenis 5711 - 5711
Rentol income reesivatls TEVIHIZ - TENT A1
Invasiment raatured al FVPL S0, 10 450 - S0.3%48 460
Dme from related partics SATLTIA : 5472714
Prepayment and other assels 1,655,108 - 1,655, 108
Investment peoperties = 1664605 1666 619,083
TOTAL ASSETS TATELHOS 1 664,610,053 L, 74057 1,558
Acensed Maragement fies 2,056,760 - 21,954, Tel
Dieferred rental income 15,92.349 = 15,552, 4
Acensed eapenses and ather Exhidines 11,500,668 = 11,500,658
Dhse 1o related parties 3496038 - 34,035
Borrowing - 456,913,600 456,913,600
TOTAL LIARTLITIES B MESIE 456,913,600 R0 56412
perstionat sk

Operntional nsk is the risk of direct or isdirect boss agising fmm & variely af causes asaocisied willy
ihe processes. techookogy and [nfrasruciore sugparting the Fund's sstivies sithe ntermally o
cxicmally &l she Fund's service provider s frean caennal [aciors atker chan credin, [Rquidity,
cumency ad inakel risks such mibose ansing from ihe legal erd reguisiony requiremenis,

The Fund's ahjective is to manage oacrational riak 30 as 10 blinse imiting of fimacial losses and
dumage 1o its repusatan with achisving its invesiment objective of genernting returns to wnithodders.

12, DIVIDENDS DSTRIBUTEN
- In accordance with the approved temas snd cooditions of (ke Fund on 12 July 2008, the Fupd's

Bomrd approved o distribute dividends with repanrds w-the peckod ended 30 Jone 2008 amouming
o BAR 0,174 per it iotalking SAR 21 242, 145 o s ani bolders

- Sutmequondy, on 11 Febiusey 2000, the Fusl's boand of dircciars has sppeoved b distribaie a
aiviclend with régands 1o the sl momb perbod ended 31 Deceaber D018 Ton an amd il ol SR 0311
jper unis ioatling SR 37947, 139 1 I undt bolders
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1% SIGNIFICANT STANDARDS ISSUED BUT NOT YET EFFECTIVE

A mumber of rew standards and inserpretations have been issoed bt are nat yet effective. The Fiesd
prilepids io adopd all the spplicabls standards end imerprestions when thess become sffeclive, The
Fursd rmager s assessed the impact of these new standands and inferpeetations and believes that
eecurie of thiese wiould have anmy effiect oo the fenwre Qnanclal stesements of the Compaay except far the
followizg:

IFRS 16 Leases

In Jeswary 2006, the IASE kssued the finnl version of IFRS leases which sets ol the prirciples of
recogaito, measiteme, presentaion and discloduse of lase for panies to @ conimet, ie, the
coatumsr {Neseee™) and the supplier (“leseor™) IFRS 16 i elfsctive foc annual perinds beginning on
of alier | Jasmary 200% which ey opolication is permitted bt ondy if it also. applies [FRS 15
Bavenus fiom Conisaces with Cwmstumers. The adoption of [FRS 16 will bave an elf=t on the
classifeation md measzrement on the Fund's kased wrets. The Fund i ourmentdy is asssssing the
impact of TFRLS 16 and plan so sdopt the new steadard on the: reguiced effective date,

LAST VALUATION DAY
The las! valotmon day of the period was 3 December 2018,

15 AMPROVAL OF FENANCIAL STATEMENTS

The finemcis] staiemenls were approved by the REMT s Board on & lemada ol Alkhir 1440 H
{Cormsspenifing 1o 11 Febnsay 20090
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