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Liability Disclaimer  

This document is for the sole use of Al Rahji Capital and any other person directly provided with it by 
CBRE. Use by, or reliance upon this document by anyone other than those parties named above is not 
authorised by CBRE, and CBRE is not liable for any loss arising from such unauthorised use or reliance. 

CBRE has prepared the Report relying on and referring to information provided by third parties 
including financial and market information (“Information”). CBRE assumes that the Information is 
accurate, reliable and complete and it has not tested the Information in that respect. 

CBRE has not been involved in the preparation of the Offer Document. CBRE does not approve or 
endorse any part of the Offer Document. CBRE disclaims any liability to any person in the event of false 
and misleading statements included in, or an omission from, the Offer Document. 

References to the Property’s value within the Offer Document have been extracted from CBRE’s full 
Valuation Report. The Report draws attention to the key issues and considerations impacting value and 
provides a detailed assessment and analysis as well as key critical assumptions, general assumptions, 
disclaimers, limitations and qualifications and recommendations. Commercial investments of this nature 
are inherently complex and the market conditions have changed and/or have been uncertain in recent 
times. 

The Report may not be reproduced in whole or in part without the prior written approval of CBRE. 

Other than towards Al Rahji Capital, no responsibility is accepted for any loss or damage arising as a 
result of reliance upon this Report.  

CBRE is not a financial advisor and this document does not constitute financial product advice. Investors 
should consider obtaining independent advice from their financial advisor before making any decision 
to invest in/with Al Rahji Capital.  

Please note: CBRE is to review the draft offer document before it is released to the market and CBRE 
reserves the right to make changes to any reference to CBRE in the offer document. 
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EXECUTIVE SUMMARY 

EXECUTIVE SUMMARY 

 
Source: Google earth / CBRE site inspection 

 

 

The Property 
Address:   Riyadh Avenue Mall, Al Murabba, Riyadh, KSA (the “Property”). 

Main Use:  Mixed-use (Shopping Mall/Offices).   

Tenure 
We have been provided with the Title Deed for the Property, which states that the Property 
is held under a freehold title and extends to a site area of 27,842 sq m. 

For the purpose of the valuation, we have assumed the above information to be correct, 
should this transpire not to be the case we reserve the right to amend our opinion of 
Market Value. 

Tenancies  
We have been provided with a master lease agreement, which outlines contractual lease 
terms.  

We understand that the Property is single-let to Lulu Properties LLC on a long-term triple 
net lease agreement. As at the valuation date the unexpired lease term is 18 years. The 
rent is subject to fixed rental escalations as detailed in the table below.  

Date Annual Rent (SAR) 

December 2016  34,000,000  

December 2017  34,000,000  

December 2018  35,700,000  

December 2019  35,700,000  

December 2020  35,700,000  

December 2021  35,700,000  

December 2022  37,485,000  

December 2023  37,485,000  

December 2024  37,485,000  

December 2025  37,485,000  
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Date Annual Rent (SAR) 

December 2026  39,359,250  

December 2027  39,359,250  

December 2028  39,359,250  

December 2029  39,359,250  

December 2030  41,327,213  

December 2031  41,327,213  

December 2032  41,327,213  

December 2033  41,327,213  

December 2034  43,393,573  

December 2035  43,393,573  

December 2036  43,393,573  

December 2037  43,393,573  

December 2038  45,563,252  

December 2039  45,563,252  

December 2040  45,563,252  

Source: Copy of the lease agreement as provided by the Client 

Market Value 
We are of the opinion that the Market Value of the freehold interest in the Property, as at 
the date of valuation, is:  

498,400,000 

(Four Hundred Ninety-Eight Million Four Hundred Thousand Saudi Arabian Riyals) 

Yield Profile 
Initial Yield      7.43% 

Equivalent Yield (in arrears)    8.21% 

Reversionary Yield     9.03% 

 

Please refer to Appendix D for the valuation summary. 

Key Valuation Factors 

Strengths 

 The Property is held on a freehold basis. 

 The Property is let to a single tenant on a long-term lease with fixed rental escalations 

of 5% every four years. The unexpired lease term as at the valuation date is 18 years. 

 The Property is occupied by Lulu Hypermarket, which is the largest retail chain in the 

Middle East. Such strong tenant covenant provides for a relatively low risk of default.      

 The Property has an easy ingress/egress to the premises, fronting King Faisal Road 
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and Prince Faisal Bin Turki Bin Abdulaziz Street.  

 The Property is a key retail offering in the surrounding neighborhood with limited 

competition. 

Weaknesses 

 The Property is positioned in a secondary location. 
 Layout of the Property is irregular, lacking entrance/access points.  

Comments 
This executive summary should be read in conjunction with the valuation report and should 
not be relied upon in isolation. It is provided subject to the assumptions, disclaimers and 
limitations detailed both throughout this report. This valuation is for the use only of the 
party to whom it is addressed and for no other purpose than that stated herein. Reliance 
on this report is conditional upon the reader’s acknowledgement and understanding of 
these statements. No responsibility is accepted to any third party who may use or rely on 
the whole or any part of the content of this valuation. 
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VALUATION REPORT 

 
 

CBRE Rowad Al-Riyadh  
Real Estate Valuation 

PO Box 5364 
Riyadh 11422 

Kingdom of Saudi Arabia 
Tel: +966 11 263 8666 

Email:  daniel.mcculloch@cbre.com 
 

 

Report Date 11 April 2023 

Addressee Mr. Assem T. Raqaban 

Al Rajhi Capital 

Head Office, King Fahad Road 

PO Box 5561, Riyadh, KSA 

The Property Riyadh Avenue Mall, Al Murabba, Riyadh, KSA (the 
“Property”). 

Property Description The Property, known as Riyadh Avenue Mall, comprises 
a Shopping Mall and an Office Building, located in Al 
Murabaa District, Riyadh, KSA. The Property extends to 
site area of 27,842 sq m and net Internal area (NIA) of 
35,368 sq m.  

Instruction To value the unencumbered freehold in the Property on 
the basis of Market Value as at 30 March 2023 in 
accordance with the terms of engagement entered into 
between CBRE and the addressee dated 20 March 
2023. 

Valuation Date 30 March 2023. 

Currency   Saudi Arabian Riyal (SAR).  

Capacity of Valuer External Valuer, as defined in the current version of the 
RICS Valuation – Global Standards  

Purpose  Acquisition of the subject assets through Client-owned Al 
Rajhi REIT fund by rights issuance via an IPO on 
TADAWUL – the Saudi Stock Exchange. 

Basis of Value Market Value. 
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Market Value 498,400,000 

(Four Hundred Ninety-Eight Million Four Hundred 
Thousand Saudi Arabian Riyals) 

Material Valuation 
Uncertainty 

We draw your attention to a combination of global 
inflationary pressures (leading to higher interest rates) 
and recent failures/stress in banking systems which have 
significantly increased the potential for constrained credit 
markets, negative capital value movements and 
enhanced volatility in property markets over the short-to-
medium term.   

Experience has shown that consumer and investor 
behaviour can quickly change during periods of such 
heightened volatility. Lending or investment decisions 
should reflect this heightened level of volatility and the 
potential for deteriorating market conditions. Lending 
and Investment caution is advised in this regard. 

It is important to note that the conclusions set out in this 
report are valid as at the valuation date only. Where 
appropriate, we recommend that the valuation is closely 
monitored, as we continue to track how markets respond 
to evolving events. 

Rental Income Unless specifically requested, we do not make detailed 
enquiries into the covenant strength of occupational 
tenants but rely on our judgement of the market's 
perception of them.  Any comments on covenant strength 
should therefore be read in this context.  Furthermore, 
we assume, unless otherwise advised, that the tenant is 
capable of meeting its financial obligations under the 
lease and that there are no arrears of rent or other 
payments or undisclosed breaches of covenant. 

The valuation we have provided reflects the rental 
income as at the date of valuation, as set out within this 
report, which you have confirmed to be correct and 
comprehensive. It also reflects any issues concerning the 
anticipated cash-flow that you have advised us of, as set 
out within this report. 

Compliance with 
Valuation Standards 

The valuation has been prepared in accordance with the 
current version of the RICS Valuation – Global Standards 
(“the Red Book”) which incorporate the International 
Valuation Standards, effective 31 January 2022, and is 
in line with the Saudi Authority for Accredited Valuers 
“Taqeem” standards. 
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 We confirm that we have sufficient current local and 
national knowledge of the particular property market 
involved, and have the skills and understanding to 
undertake the valuation competently. Where the 
knowledge and skill requirements of The Red Book have 
been met in aggregate by more than one valuer within 
CBRE, we confirm that a list of those valuers has been 
retained within the working papers, together with 
confirmation that each named valuer complies with the 
requirements of The Red Book. 

This Valuation is a professional opinion and is expressly 
not intended to serve as a warranty, assurance or 
guarantee of any particular value of the subject property.  
Other valuers may reach different conclusions as to the 
value of the subject property.  This Valuation is for the 
sole purpose of providing the intended user with the 
Valuer’s independent professional opinion of the value 
of the subject property as at the valuation date. 

Special Assumptions  None. 

Assumptions The property details on which each valuation is based 
are as set out in this report.  We have made various 
assumptions as to tenure, letting, town planning, and the 
condition and repair of building and site – including 
ground and groundwater contamination – as set out 
below. 

 If any of the information or assumptions on which the 
valuation is based are subsequently found to be 
incorrect, the valuation figures may also be incorrect and 
should be reconsidered. 

Sustainability 
Considerations 

For the purposes of this report, we have made enquiries 
to ascertain any sustainability factors which are likely to 
impact on value, consistent with the scope of our terms 
of engagement.  

Sustainability encompasses a wide range of physical, 
social, environmental, and economic factors that can 
affect the value of an asset. This includes key 
environmental risks, such as flooding, energy efficiency 
and climate, as well as design, legislation and 
management considerations - and current and historic 
land use.  

Sustainability has an impact on the value of an asset, 
even if not explicitly recognised. Valuers reflect markets, 
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they do not lead them. Where we recognise the value 
impacts of sustainability, we are reflecting our 
understanding of how market participants include 
sustainability factors in their decisions and the 
consequential impact on market valuations. 

Variation from 
Standard Assumptions 

None.   

Verification We recommend that before any financial transaction is 
entered into based upon these valuations, you obtain 
verification of any third-party information contained 
within our report and the validity of the assumptions we 
have adopted. 

We would advise you that whilst we have valued the 
Property reflecting current market conditions, there are 
certain risks which may be, or may become, 
uninsurable. Before undertaking any financial 
transaction based upon this valuation, you should 
satisfy yourselves as to the current insurance cover and 
the risks that may be involved should an uninsured loss 
occur. 

Valuer The Property has been valued by a valuer who is 
qualified for the purpose of the valuation in accordance 
with the Red Book. 

Independence  The total fees, including the fee for this assignment, 
earned by CBRE Rowad Al-Riyadh Real Estate Valuation 
Company from the Addressee (or other companies 
forming part of the same group of companies) are less 
than 5.0% of the total CBRE Rowad Al-Riyadh Real Estate 
Valuation Company revenues. 

Previous involvement 
and Conflicts of 
Interest 

We confirm that we have previously valued the Property 
in October 2022 for the client. We confirm that we have 
no personal interest in the outcome of the valuation – 
nor are we aware of any conflicts of interest that would 
prevent us from exercising the required levels of 
independence and objectivity. 

We confirm that copies of our conflict of interest checks 
have been retained within the working papers. 

Reliance  The contents of this Report may only be relied upon by 
Addressees of the Report for the specific purpose set out 
herein and no responsibility is accepted to any third party 
for the whole or any part of its contents.            
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Publication Neither the whole nor any part of our report nor any 
references thereto may be included in any published 
document, circular or statement nor published in any 
way without our prior written approval of the form and 
context in which it will appear.   

Such publication of, or reference to this report will not be 
permitted unless it contains a sufficient 
contemporaneous reference to any departure from the 
Red Book or the incorporation of the special assumptions 
referred to herein. 

Yours faithfully 

Daniel McCulloch, MRICS 

Senior Director 

RICS Registered Valuer 

For and on behalf of 
CBRE Rowad Al-Riyadh Real Estate 
Valuation Company 

T : +966 11 263 8666 

E : daniel.mcculloch@cbre.com 

Yours faithfully 

Ahmed Raslan, MRICS 

Associate Director 

RICS Registered Valuer 

Taqeem Registered Valuer 

For and on behalf of 
CBRE Rowad Al-Riyadh Real Estate 
Valuation Company 

T : +966 11 263 8666 

E : ahmed.raslan@cbre.com 
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SCOPE OF WORK & SOURCES OF 
INFORMATION 

Client Al Rajhi Capital (Manger of Al Rajhi REIT Fund) 

Other Indented 
user(s) 

None. 

Sources of 
Information 

We have carried out our work based upon information 
supplied to us by the Client, which we have assumed to 
be correct and comprehensive. 

Information provided by the Client include the 
following: 

 Title Deed issued on 10 October 2019; 

 Master Lease Agreement between Thallal Al 
Yasmine Trading Company LLC (Landlord) and 
Lulu Saudi Hypermarkets LLC (Lessee) and Emke 
Group LLC (Guarantor); the lease agreement was 
then assigned to Lulu Properties LLC as per 
corresponding agreement dated 26 March 2022. 

 Safety Systems Report for Lulu Centre prapred by 
Emaar Suhail Engineering Consulting as of 
December 2021; 

 Technical Due Dilligence Report for Lulu Centre 
prepared by Consultancy Group as of December 
2021; 

 Rent Roll as at January 2023; 

 Five copies of Subtenants’ Lease Agreements 
(Schedules A only); 

 Service & Maintenance Contract Details (yearly 
charges); 

 Layout of the Property as part of the Investment 
Memorandum Document; 

 Utility bills (electricity and water) for 2022; 

The Propertiy Our report contains a summary of the property details 
on which our valuations have been based. 

Inspection  The Property was fully inspected internally and 
externally by Daniel McCulloch on 15 February 2023. 
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As at the date of inspection the Property appeared to 
be in a good condition.  

Areas  We have not measured the Property but have relied 
upon the floor areas provided to us by the Client, as set 
out in this report, which we have assumed to be correct 
and comprehensive. We understand the floor areas 
have been calculated using the Net Internal Area (NIA) 
measurement methodology as set out in the RICS code 
of measuring practice (6th edition). 

Environmental 
Matters  

We have not undertaken, nor are we aware of the 
content of, any environmental audit or other 
environmental investigation or soil survey which may 
have been carried out on the Property and which may 
draw attention to any contamination or the possibility 
of any such contamination. 

We have not undertaken, nor are we aware of the 
content of, any environmental audit or other 
environmental investigation or soil survey which may 
have been carried out on the properties and which may 
draw attention to any contamination or the possibility 
of any such contamination. 

Services and 
Amenities 

We understand that all main services including water, 
drainage, electricity and telephone are available to the 
properties.  

None of the services has been tested by us. 

Repair and Condition  We have not carried out building surveys, tested 
services, made independent site investigations, 
inspected woodwork, exposed parts of the structure 
which were covered, unexposed or inaccessible, nor 
arranged for any investigations to be carried out to 
determine whether or not any deleterious or hazardous 
materials or techniques have been used, or are 
present, in any part of the Property. We are unable, 
therefore, to give any assurance that the Property is free 
from defect. 

Town Planning  
We have not undertaken planning enquiries and 
assume that the Property is in compliance to 
municipality building regulations and has the 
necessary planning permission permits. 

Titles, Tenures and 
Lettings 

Details of title/tenure under which the Property is held 
and of lettings to which it is subject are as supplied to 
us. We have not generally examined nor had access to 
all the deeds, leases or other documents relating 
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thereto. Where information from deeds, leases or other 
documents is recorded in this report, it represents our 
understanding of the relevant documents.  We should 
emphasise, however, that the interpretation of the 
documents of title (including relevant deeds, leases and 
planning consents) is the responsibility of your legal 
adviser. 

 We have not conducted credit enquiries on the 
financial status of any tenants. We have, however, 
reflected our general understanding of purchasers’ 
likely perceptions of the financial status of tenants. 
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VALUATION ASSUMPTIONS 

Capital Values The valuation has been prepared on the basis of 
“Market Value” which is defined in the Red Book as: 

“The estimated amount for which an asset or liability 

should exchange on the valuation date between a 

willing buyer and a willing seller in an arm’s length 

transaction, after proper marketing and where the 

parties had each acted knowledgeably, prudently and 

without compulsion". 

No allowances have been made for any expenses of 
realisation nor for taxation which might arise in the event 
of a disposal.  Acquisition costs have not been included 
in our valuation. 

 The valuation represents the figure that would appear in 
a hypothetical contract of sale at the valuation date. No 
adjustment has been made to this figure for any 
expenses of acquisition or realisation - nor for taxation 
which might arise in the event of a disposal.  

No account has been taken of any inter-company leases 
or arrangements, nor of any mortgages, debentures or 
other charge. 

Rental Values Rental values indicated in our report are those which 
have been adopted by us as appropriate in assessing the 
capital value and are not necessarily appropriate for 
other purposes nor do they necessarily accord with the 
definition of Market Rent. 

The Property Where appropriate we have regarded the shop fronts of 
retail and showroom accommodation as forming an 
integral part of the building. 

 Landlord’s fixtures such as lifts, escalators, central 
heating and other normal service installations have been 
treated as an integral part of the building and are 
included within our valuations. 

 Process plant and machinery, tenants’ fixtures and 
specialist trade fittings have been excluded from our 
valuations.   

 All measurements, areas and ages quoted in our report 

17



PHOTOGRAPHS 

are approximate. 

Environmental 
Matters 

In the absence of any information to the contrary, we 
have assumed that: 

 (a) the Property is not contaminated and is not adversely 
affected by any existing or proposed environmental law; 

 (b) any processes which are carried out on the Property 
which are regulated by environmental legislation are 
properly licensed by the appropriate authorities. 

 (c)  the Property is either not subject to flooding risk or, 
if they are, that sufficient flood defences are in place and 
that appropriate building insurance could be obtained 
at a cost that would not materially affect the capital 
value. 

(d) invasive species such as Japanese Knotweed are not 
present on the Property  

Repair and 
Condition 

In the absence of any information to the contrary, we 
have assumed that: 

 (a) there are no abnormal ground conditions, nor 
archaeological remains, present which might adversely 
affect the current or future occupation, development or 
value of the property; 

 (b) the Property is free from rot, infestation, structural or 
latent defect; 

 (c) no currently known deleterious or hazardous 
materials or suspect techniques, including but not 
limited to Composite Panelling, have been used in the 
construction of, or subsequent alterations or additions 
to, the Property; and 

 (d) the services, and any associated controls or software, 
are in working order and free from defect. 

 We have otherwise had regard to the age and apparent 
general condition of the Property.  Comments made in 
the property details do not purport to express an opinion 
about, or advise upon, the condition of uninspected 
parts and should not be taken as making an implied 
representation or statement about such parts. 
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Title, Tenure, 
Planning and 
Lettings 

Unless stated otherwise within this report, and in the 
absence of any information to the contrary, we have 
assumed that: 

 (a) the Property possesses a good and marketable title 
free from any onerous or hampering restrictions or 
conditions; 

 (b) all buildings have been erected either prior to 
planning control, or in accordance with planning 
permissions, and have the benefit of permanent 
planning consents or existing use rights for their current 
use; 

 (c) the Property is not adversely affected by town 
planning or road proposals; 

 (d) all buildings comply with all statutory and local 
authority requirements including building, fire and 
health and safety regulations; 

 (e) only minor or inconsequential costs will be incurred 
if any modifications or alterations are necessary in order 
for occupiers of each Property to comply with the 
provisions of the relevant disability discrimination 
legislation; 

 (f) there are no tenant’s improvements that will materially 
affect our opinion of the rent that would be obtained on 
review or renewal; 

 (g) tenants will meet their obligations under their leases; 

 (h) there are no user restrictions or other restrictive 
covenants in leases which would adversely affect value; 

 (i) where appropriate, permission to assign the interest 
being valued herein would not be withheld by the 
landlord where required; and 

 (j) vacant possession can be given of all accommodation 
which is unlet or is let on a service occupancy. 

(k) Land Transfer Tax (or the local equivalent) will apply 
at the rate currently applicable.   
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PROPERTY DETAILS 

Location 

 

Source: Google Earth/CBRE 

The Property is located in Riyadh, which is the capital of Saudi Arabia and largest city in 
the Arabian Peninsula.  

Riyadh is the most populous city in Saudi Arabia with a total population of approximately 
eight million. The city is the political and administrative centre of Saudi Arabia.  

More specifically, The Property is located in the central part of the city within Al Murabba 
district, which is known for its historical centre, the national museum and the Palace. The 
district also serves several government ministries. King Khalid International Airport is 
located approximately 30 kilometers north of the Property. 
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Situation 

 

Source: Google Earth/CBRE 

The Property is well situated at the intersection of King Faisal Road and Prince Faisal Bin 
Turki Bin Abdulaziz Street, which provides an easy ingress/egress to the premises. The 
Property is located within an established and densely populated area of Riyadh. We note 
that a metro station is currently being constructed on King Faisal Road, which would be 
adjacent to the parking area of the Property.  

Description 

Riyadh Avenue Mall is a mixed-use development, which comprises both retail and office 
elements. The retail component is arranged over ground and first floor and consists of 
77 shops and a number of kiosks and specialty leasing. The mall brings together a solid 
retail mix for location and target market, offering hypermarket, retail shops, services, 
banks, F&B units and food court to its customers. The mall is anchored by Lulu 
Hypermarket and Sparky’s entertainment centre. The total leasable area for the retail 
component of the Property is approximately 25,956 sq m.  

The office accommodation extends to six levels and sits above the shopping mall. The 
building accommodates 22 offices, 9 of which are occupied by Lulu’s commercial 
divisions and remaining space is occupied by banks, ministries and other service lines. 
The total leasable area for the office component of the Property is approximately 9,413 
sq m.  

The car parking is situated at the basement level offering approximately 550 car parking 
spaces. Besides the parking, the basement floor also provides storage space. 

We would comment that the building presents in good overall condition, suitable for 
purpose and in line with occupier expectations for its type and location. Photographs of 
the Property taken during inspection are attached at Appendix C. 
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Services and Amenities 
We have not investigated the availability of the relevant services and amenities; however, 
for the purposes of our valuation, we have assumed that the property benefits from 
connection to the main water, drainage and electricity supply. We also assume that the 
capacity of these services is adequate for the ongoing use of the Property. 

Accommodation 
We have not undertaken any measurements of the Property and as instructed CBRE has 
relied on the floor areas provided, as set out below: 

Property GLA (Sq m) 

Riyadh Avenue Mall 35,384 

State of Repair 

CBRE has not undertaken a structural survey, nor tested the services. We have been 
provided with the Safety Systems report as of December 2021, outlining a number of 
recommendations that need to be actioned upon in line with the updated Civil Defence 
regulations. We have also been supplied with the Technical Due Dilligence report as of 
December 2021, as part of annual inspection agreement between the Landlord and 
Main Tenant, which describes the condition of the Property and lists defects that have to 
be repaired, replaced or investigated.  

The client has provided the Civil Defence licence approval dated October 2022 and 
confirmed that all recommendations and issues outlined in the Safety Systems and Civil 
Defence reports are complied with and fixed by the Main Tenant. The Civil Defence 
licncese is valid for one year.  

Environmental Considerations 
We have not been instructed to make any investigations in relation to the presence or 
potential presence of contamination in land or buildings or the potential presence of other 
environmental risk factors and have accordingly assumed as agreed with the client that if 
investigations were made to an appropriate extent then nothing would be discovered 
sufficient to affect value. 

We have not carried out investigation into past uses, either of the Property or of any 
adjacent lands, to establish whether there is any potential for contamination from such 
uses or sites, or other environmental risk factors and have therefore assumed that none 
exists. 

Town Planning 
We have not made any verbal enquiries to the Riyadh Municipality nor have we consulted 
their website. We have relied upon the information provided by the Client. 

In summary, we are not aware of any issues which would adversely impact upon the value 
of the Property. 
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VAT 
All rents and capital values stated in this report are exclusive of VAT.  

The Value Added Tax (VAT) is not applicable in the Saudi Arabia on real estate. There is a 
transaction fee effective from 04 October 2020, at a rate of 5.00%. 

Legal considerations 

Tenure 
We have been provided with the Title Deed for the Property, which states that the Property is 
held under a freehold title and extends to a site area of 27,842 sq m. 

For the purpose of the valuation, we have assumed the above information to be correct, 
should this transpire not to be the case we reserve the right to amend our opinion of Market 
Value. 

Tenancies  
We have been provided with a Master Lease Agreement, which outlines contractual lease 
terms between Landlord, Tenant and Guarantor. 

We understand that the Property is single-let to Lulu Properties LLC on a long-term triple net 
lease agreement. As at the valuation date the unexpired lease term is 18 years. The rent is 
subject to fixed rental escalations as detailed in the table below. 

Date Annual Rent (SAR) 

December 2016  34,000,000  

December 2017  34,000,000  

December 2018  35,700,000  

December 2019  35,700,000  

December 2020  35,700,000  

December 2021  35,700,000  

December 2022  37,485,000  

December 2023  37,485,000  

December 2024  37,485,000  

December 2025  37,485,000  

December 2026  39,359,250  

December 2027  39,359,250  

December 2028  39,359,250  

December 2029  39,359,250  

December 2030  41,327,213  

December 2031  41,327,213  

December 2032  41,327,213  

December 2033  41,327,213  

December 2034  43,393,573  

December 2035  43,393,573  

December 2036  43,393,573  
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December 2037  43,393,573  

December 2038  45,563,252  

December 2039  45,563,252  

December 2040  45,563,252  

Source: Copy of the lease agreement as provided by the Client 

We have summarised the main clauses of the Master Lease Agreement in the table below.  

Title Description 

Landlord Thallal Al Yasmine Trading Company LLC 

Main Tenant Lulu Properties LLC 

Guarantor Emke Group LLC 

Commencement Date December 2016 

Term 25 years from the initial term subject to renewal or 
termination 

Repair, maintenance and replacement The tenant shall maintain, repair or replace where 
required with new items of no lesser quality than the 
original ones the buildings, structures or parts 
thereof, fixtures, fittings, plan, equipment and 
machinery at the Property which at any time during 
the Term become missin, damaged, broked or 
destroyed or otherwise not fit for the purpose 

Annual inspection The tenant agrees to undertake and provide the 
Landlord a report annually from its technical 
consultant on the condiiton of the Property, bearing 
all costs. Tenant agrees to comply with 
recommendations from Technical Consultant and 
implement them as soon as possible. 

Termination The occurrence of an event of default shall consitute 
a breach under this lease. 

Sub-Lease The Tenant is permitted without the prior consent of 
the Landlord to sub-lease the Property to sub-lessees 
in parts and not in whole. 
At any time, the tenant shall occupy no less than 
50% of the leasable space and shall not sublease 
more than 20% of the leasable space to a single 
sublessee (subject to receiving prior written consent 
from the landlord to the contrary) 

Yielding up on determination On determination, the tenant shall yield up the 
Property to the landlord with vacant possession 
subject to normal wear and tear. 

We have also been provided with a subtenancy schedule by the Client, detailing rental 
levels, lease commencemenets and expiry dates applicable to individual subtenant. We 
have been supplied with six individual lease agreements, which comprise Schedules A only, 
outlining Unit No, Tenant Name, Leasable Area, Lease Term, Retal Details, Payment Terms. 
Below is a summary of the key subtenancy facts within the Property:  

 The Property is sublet to 60 retail tenants, 11 offices and 13 kiosks, 6 storages, 3 ATMs, 
speciality leasing and branding.  

 Lease terms range from one to sixteen years, with the majority of leases being three years 
term. Lulu Hypermarket has a lease term of sixteen years.  
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 There are currently 14 vacant main retail units and 1 vacant office units within 
the Property; 

 

Valuation considerations 

Income Analysis  
The total income comprises of fixed rent and rental escalations at 5% every four years 
as per the current lease agreement. We believe that the unexpired lease term of 18 years 
coupled with fixed rental increase is likely to be viewed favourably from an investment 
perspective. 

Tenant Covenant Strength 
The Main Tenant of the Propery is Lulu Properties LLC, and the contract is guaranteed 
by the mother company, the largest retail chain in the Middle East. We are of the view 
that the property investment market would view the tenant providing a strong security.  

Yield Comparable Evidence  
CBRE has had regard for current and historic transactional evidence, the strength of 
commercial and retail markets and local market knowledge as well as the individual 
characteristics of the Property when determining the yield.  

We are aware of commercial investment transactions in the GCC region reflecting yields 
between 7.50% - 9.25% depending on the location, quality and lease terms in place.  

We are aware of the below retail/office transactions, which we feel offer a guide on 
investor appetite. 

Bonyan REIT Fund acquired an office building on January 2022 for a total price of SAR 
75 million. The transaction price reflected an average yield of 8.60%. The office building 
is located in Al Ghadeer district on Al Sail Al Kabeer Road and has a total BUA of 
13,261 sq m. The property was single let on a triple-net lease with unexpired lease term 
of 13.5 years. 

Etihad HQ, Plaza & Airways Centre in Abu Dhabi transacted in 2019 for AED 
1,200,000,000 showing an initial yield of approximately 8.33%. This is a mixed use 
development comprising of 18,000 sq m office space, 11,000 sq m retail space and 
789 apartments.  

Riyadh Gallery, a super regional mall was transacted in 2019 for over SAR 1 billion. 
The transacted price reflected an initial yield of circa 9.23%. Although, the shopping 
mall is located in a primary location of Riyadh, overlooking King Fahd road, the property 
is considered of secondary quality.  

Dubai Silicon Oasis Souq Extra transacted at the end of 2017 for AED 90,300,000 
showing an initial yield of approximately 7.25% with an equivalent yield around 7.50%. 
This is a small community mall in Silicon Oasis district of Dubai, which is considered a 
secondary location, with a number of tenants including Carrefour Market, KFC, 
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McDonald’s and Starbucks. When this property traded, it was at 100% occupancy (with 
rental guarantees) had a WAULT of 5.66 years, and had very little competition from 
other retail schemes in the immediate area.   

Valuation Methodology 

Market Value 

Our valuations have been undertaken using an approved method of valuation in 
accordance with the RICS Valuation – Global Standards which incorporate the 
International Valuation Standards, effective 31 January 2022, and is in line with the Saudi 
Authority for Accreidited Valuers “Taqeem”. 

Investment Method 

We have calculated the Market Value of the subject Property by adopting the Investment 
Method of valuation. Please refer to Appendix C for standard valuation methodology 
description. 

Valuation Approach for Market Value 
The following assumptions have been adopted in formulating our opinion of value: 

Acquisition Costs 

We have made an allowance for purchaser’s costs at 1.25% of total value.  

Revenue 

In our valuation, we have incorporated the fixed rental income payable by the Main 
Tenant as per the Master Lease Agreement.We have summarised the income stream of 
the remaining term in the table below.   

Year Fixed Rent (SAR/year) 

Year 1  37,485,000  

Year 2  37,485,000  

Year 3  37,485,000  

Year 4  37,485,000  

Year 5  39,359,250  

Year 6  39,359,250  

Year 7  39,359,250  

Year 8  39,359,250  

Year 9  41,327,213  

Year 10  41,327,213  

Year 11  41,327,213  

Year 12  41,327,213  

Year 13  43,393,573  

Year 14  43,393,573  

Year 15  43,393,573  

Year 16  43,393,573  

Year 17  45,563,252  
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Year 18  45,563,252  

Year 19  45,563,252  

Source: Copy of the lease agreement as provided by the Client  

Operating Costs 

Based on the Master Lease Agreement, the Main Tenant is respondible to pay and 
discharge all outgoings relating to the Property, maintenance and refurbishment repairs 
costs, uitlities and services provided to or consumed by the Property. We have therefore 
not reflected any operational expenses in our analysis.  

Void Periods  

There are no expiry voids period assumed within the subject valuation due to the long-
term nature of the Master Lease Agreement.  

Market Rent and Revenue Assessment  

The property is subject to Master Lease Agreement detailed above. Properties of this 
nature – large mixed-use assets – are not typically leased in the local market on a “per 
sq m” rent basis and accordingly market evidence for such assets is limited. In order to 
analyze the Master Lease rent amount we have put it the context of net operating income 
(NOI) generated by the property.  

There are cases in the local market when large multi-tenant commercial properties are let 
to a master tenant on long-term basis. This provides an opportunity for the property owner 
to receive a secure long-term income with no-to-limited involvement in property 
operations and managemens. The master tenant, on the other hand, receives an 
opportunity to profit on the difference between the NOI generated by the lease of the 
property to individual tenants and the level of the master lease rent. For this to work the 
level of the master lease rent should be lower than actual and/or expected level of the 
NOI from individual leases. This difference is not a fixed amount and could vary from 
property to property and is linked to many factors such as expected performance of the 
property, compeititon in the surroundings, quality of the tenant mix, etc. With that, in line 
with the market practice, we would expect the master lease amount to be in the region of 
80% of the stabilized NOI. This will allow the master tenant to have a short-term cushion 
in case NOI performance deteriorates and also to allow for an appropriate compensation 
over the course of the master lease.  

In case of the subject property, the NOI at the end of March 2023 stood at approximately 
SAR 29.15 million (SAR 37.77 million of rental revenue and SAR 8.62 million of OPEX). 
The NOI appears to be stabilized being subject to high level of occupancy and market 
levels of rent. With such level of NOI we would expect market level of master lease to be 
in the region of SAR 23.32 million while the actual amount currently stands at SAR 37.48 
million, or more than 50% above the expected market level. Based on our discussion with 
the Client we understand that the master tenant is also the main sub tenant within the 
building occupying more than 35% of the office space and more than 70% of retail space. 
Lulu has their headquarters within the property and also one of the largest and oldest 
retail outlets in the Kingdom. The master tenant therefore cannot be considered a typical 
profit-seeking market participant – there appears to be other factors behind the master 
lease arrangement.  
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We can therefore conclude that the level of master lease rent is above the market level. 
Despite the lease being secured for its duration by a guarantor (the mother company of 
the master tenant), we have applied higher level of yield for the rent above the estimated 
market level for the remainder of the master lease agreement to reflect higher potential 
risks associated with it.  

Our forecast period has ended with the expiry of the master lease agreement. The exit 
value was estimated based on the projected revenue and expenses to be generated by 
the individual tenants. For this projection we have assumed growth of current revenue and 
expenses at the level of 2.5% per annum.  

Yield  

Our analysis above resulted in an equivalent yield of 8.21%. We consider that this is an 
appropriate yield for a commercial investment such as the Property, which is subject to a 
long unexpired lease term and fixed rental escalations, has a strong tenant covenant and 
strong catchment within Riyadh and is held freehold. We would also highlight that this 
equivalent yield is in line with the commercial comparable transactions.  

Property Details 

We have relied upon the information supplied to us by the Client and have assumed this 
information is accurate and comprehensive. Should any changes be made, this will likely 
have a material effect upon the value herein reported. 

Key Valuation Factors 

Strengths 

 The Property is held on a freehold basis. 
 The Property is let to a single tenant on a long-term lease with fixed rental escalations of 

5% every four years. The unexpired lease term as at the valuation date is 18 years. 
 The Property is occupied by Lulu Hypermarket, which is the largest retail chain in the 

Middle East. Such strong covenant provides for low risk of default.      
 The Property has an easy ingress/egress to the premises, fronting King Faisal Road and 

Prince Faisal Bin Turki Bin Abdulaziz Street.  
 The Property is a key retail offering in the surrounding neighborhood, providing good 

tenant mix for its catchment area.  
 Parking at the Property is convenient and is in good condition. 

Weaknesses 

 The Property is located in a secondary location. 
 Layout of the Property is irregular, lacking entrances/access points.  
 The property starts to show some signs of wear and tears. 

 
 
 
 
 

29



PHOTOGRAPHS 

OPINION OF VALUE 

Market Value 
We are of the opinion that the Market Value of the freehold interest in the Property, as at 
the date of valuation is:  

498,400,000 

(Four Hundred Ninety-Eight Million Four Hundred Thousand Saudi Arabian 
Riyals) 

Yield Profile 
Initial Yield      7.43% 

Equivalent Yield (in arrears)    8.21% 

Reversionary Yield     9.03% 
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Valuation Methodology 

Depreciated Replacement Cost Method 

The Depreciated Replacement Cost is the current cost of replacing an asset with its 
modern equivalent asset less deductions for physical deterioration and all relevant forms 
of obsolescence and optimisation.  

DRC is normally used in situations where there is no directly comparable alternative to 
the property due to the uniqueness arising from its specialised nature, design, 
configuration, size and location or otherwise. Alternatively, it can be utilized as a sense-
check of a market-based valuation approach. The latter is the purpose of DRC within this 
report.  

Valuation Assumptions  
The following assumptions have been adopted in formulating our opinion of value: 

Land Comparable Assumptions: 

There is a lack of transparency within the Riyadh property market, as such there is limited 
transactional evidence of large commercial plots. This lack of transactional evidence 
means that the valuer must assess on a notional value basis, subject to professional 
opinion, with the potential inherent variance that this may produce in the reported value. 

Despite the lack of transparency for evidence, we have been able to collect both asking 
and transactional prices evidence for commercial land plots located within proximity to 
the Property. 

After completing the research and gathering information, we analyzed the comparables 
and made calculations and adjustments. 

We have relied upon the information  that included transactional prices extracted from 
Ministry of Justice (MoJ), as well as asking prices collected from local brokers. The 
available comparable evidence is subject to prices in the range of SAR 2,200 – 4,200. 
In addition to that, an evidence collected from agents is presented in which it reflects the 
current market price and also supports the adjusted transaction prices. 

Details of the collected comparable evidence are presented within the table below: 

Number Location Land use 
Land area 

(sq m) 
price (SAR) 

Rate per sq m 
(SAR) 

Evidence Type 

1 Al Malaz Mixed 5,319 15,957,000 3,000 Asking 

2 Jarir Mixed 10,010 42,042,000 4,200 Transaction 

3 Al Safa Mixed 20,700 55,683,000 2,690 Transaction 

4 Al Safa Mixed 20,407 45,711,680 2,240 Transaction 
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Comparable Evidence Map: 

 
Source: CBRE/ Google Earth, for illustrative purposes only 

Comparable Adjustments: 

In order to reach the land value, we made several adjustments to the comparables based 
on several factors (Size, FAR, accessibility/frontage, negotiation, location, and date of 
transaction). The adjusted price of comparables reflects our opinion of the land value.  

Type Comparable 1 Comparable 2 Comparable 3 Comparable 4 

Size 5,319 10,010 20,700 20,407 

Price/sq m 3,000 4,200 2,690 2,240 

Size Adjustment -20% -15% 0% 0% 

FAR Adjustment  10% 15% 15% 15% 

Accessibility/Frontage 
Adjustment  

5% 0% 0% 10% 

Negotiation Discount  -10% 0% 0% 0% 

Location Adjustmnet  20% 10% 0% 10% 

Total Adjustments 5% 10% 15% 35% 

Adjusted Price SAR/sq 
m 

3,150 4,620 3,094 3,024 

Weights Assigned  30% 10% 30% 30% 

Adopted rate SAR/sq m 3,240 
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Replacement Cost Assumptions: 

 We have estimated the construction costs based on benchmarks such as the Saudi 
Authority for Accredited Valuers “Taqeem” and the Aecom Middle East Handbook. The 
benchmarks guide to the current costs to replace the facilities, along with the historic 
actual costs of construction. Together, these allow us to estimate the construction cost for 
a modern equivalent asset. The subject property consists of four components therefore 
the cost benchmark will be taken based on each. The property consists of a mall, offices, 
underground parking and surface parking and the range of the construction cost are 
(5,800), (4,150), (3,100), (90) SAR/sq m, respectively . For the purpose of the valuation, 
we are of the opinion that the above ranges are applicable replacement cost for the 
subject property. 

Depreciation Assumption:  

 The depreciation of a property is based on the current building condition and the age of 
construction. It is the reduction, or writing down, of the cost of a modern equivalent 
asset to reflect the subject asset’s physical condition and utility together with 
obsolescence and relative disabilities affecting the actual asset. 

 We have estimated the useful life of the property to be 40 years. 

 For the structure of the building, we have estimated depreciation as age of the building 
over the property useful life (13 years over 40).  

Estimated Depreciated Replacement Cost: 

After analysing the data provided by the Client and Based on our market knowledge and 
the research undertaken, we have estimated the Depreciated Replacement Cost at the 
table below: 

Description  Calculation Unit 
Land Area 27,843 sq m 
Land Value  3,240 SAR/sq m 

Land Value  90,200,000 SAR 
Mall     

BUA 48,307 sq m 
Replacement Cost, psm 5,800 SAR/sq m 
Replacement Cost, total 280,180,000 SAR 
Depreciation  33% % 

Depreciated Cost 189,121,500 SAR 
Offices     

BUA 15,697 sq m 
Replacement Cost, psm 4,150 SAR/sq m 
Replacement Cost, total 65,143,900 SAR 
Depreciation  33% % 

Depreciated Cost 43,972,100 SAR 
Underground Parking     

BUA 25,566 sq m 
Replacement Cost, psm 3,100 SAR/sq m 

(rounded) 
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Replacement Cost, total 79,254,600 SAR 
Depreciation  33% % 
Depreciated Cost 53,496,900 SAR 
Surface Parking 

BUA 4,000 sq m 
Replacement Cost, psm 90 SAR/sq m 

Replacement Cost, total 360,000 SAR 
Depreciation  33% % 
Depreciated Cost 243,000 SAR 
Total Depreciated Cost 286,800,000 SAR 

Developer's profit 15% 43,020,000 SAR 
Total Value 420,000,000 SAR 

The DRC yields result some 15% below the estimated market level. Considering the DRC 
does not take into account some elements that create value – such as lease agreement 
and corresponding covenants – we believe the sense check provides a reasonable 
outcome supporting our opinion of market value.  
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