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INDEPENDENT AUDITOR’S REPORT
TO THE UNITHOLDERS OF AL RAJHI REIT FUND
(Managed by Al Rajhi Capital)

Report on the Audit of the Financial Statements

Opinion
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 the statement of financial position as at 31 December 2020, the related
statements of comprehensive income, changes in net assets and cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements, present fairly, in all material respects, the financial position of
the Fund as at 31 December 2020, and its financial performance and its cash flows for the year then ended in
accordance with the International Financial Reporting Standards ( “IFRS") that are endorsed in the Kingdom of Saudi
Arabia and other standards and pronouncements issued by the Saudi Organization for Certified Public Accountants

(“SOCPA”).

Basis for Opinion
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 Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. 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 ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
financial statements of the 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 separate opinion on these

matters.
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Key Audit Matter

How the key matter was
addressed in the audit

—~

Valuation of investment properties

The Fund owns a portfolio of investment properties
comprising of commercial buildings located in the Kingdom
of Saudi Arabia.

Investment properties, being 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 not 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 management monitors volatility of fair value of
properties by engaging independent certified property
valuers to perform a formal valuation of the Fund’s
investment properties on semi-annual basis.

We considered this a key audit matter since the assessment
of impairment requires significant judgment by the Fund’s
management and assessed the recoverable amount, which
is higher of fair value or value in use of the related
investment properties based on the independent valuation
reports. The Fund’s management have determined that the
recoverable amount of investment properties at the end of
the year was lower than the carrying value of the related
investment properties and an impairment of SR 64,900,754
(2019: SR nil) was recognized in the statement of
comprehensive income during the year.

The Fund'’s policies for investment properties are disclosed
in note 5.7 and related disclosures about the above-
mentioned key audit matter are included in notes 8 and 9 of
the accompanying financial statements.

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

- We assessed the professional qualification,
competence and expertise of the Fund’s independent
valuers, also ensured that the valuers are certified by
the Saudi Authority for Accredited Valuers (TAQEEM);

- We reviewed the assumptions and methodologies
used in valuing the investment properties by the
Fund’s independent valuers and also obtained the
Fund Managers involvement in the valuation process
to assess whether appropriate oversight was
performed;

- We reviewed the methodology, assumptions and key
factors used in valuing the investment properties by
hiring an independent valuation experts;

- We reconciled the average fair value of the
investment properties as per note 9 of the
accompanying financial statements to the external
valuers’ reports;

- We assessed the recoverable amount which is higher
of fair value and value in use of the related investment
properties as per the above mentioned valuation
reports and ensured that appropriate impairment was
recognized in the statement of comprehensive income
during the year; and

- We have also reviewed the adequacy of the
investment properties disclosures included in the
accompanying financial statements.
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Key Audit Matter

How the key matter was
addressed in the audit

IFRS 9 “Financial instruments”

The International Accounting Standards Board (“1ASB”)
issued IFRS 9 — ‘Financial Instruments’ which replaces I1AS
39 - ‘Financial Instruments’ in three phases as follows:

Phase 1 — Classification and measurement of financial
assets and financial liabilities;

Phase 2 — Impairment methodology; and
Phase 3 ~ Hedge accounting

As at 31 December 2020, the carrying value of the rent
receivables amounted to SR 39,694,948 (2019: SR
5,196,685) after accounting for the allowance for ECL
amounting to SR 16,769,652 (2019: SR 3,965,312).

We considered this a key audit matter since the assessment
to determine the allowance for impairment requires
significant judgement by the Fund Manager and the
potential impact of impairment could be material to the
financial statements.

Key judgement areas included are as follows:

e The interpretation of the requirements to determine
impairment under IFRS 9, which is reflected in the
Fund’s expected credit loss model.

e The identification of exposures with a significant
deterioration in credit quality.

e Assumptions used in the expected credit loss model
such as financial condition of the counterparty,
expected future cash flows & forward looking
macroeconomic factors.

The Fund'’s policies for impairment of financial assets held at
amortised cost are disclosed in note 4.3 and related
disclosures about the above-mentioned key audit matter
are included in note 6 of the accompanying financial
statements.

With respect to classification, measurement and
impairment methodology of financial assets and
financial liabilities, our audit procedures comprised
the following:

- Read the Fund Manager’s IFRS 9 based impairment
provisioning policy and compared it with the
requirements of IFRS 9;

- Checked the appropriateness of the Fund Manager’s
determination of significant increase in credit risk and
the resultant basis for classification of exposures into
various stages;

- Checked and understood the key data sources and
assumptions for data used in the Expected Credit Loss
("ECL”) models used by the Fund Manager to
determine the impairment provisions;

- For forward looking assumptions used by the Fund
Manager in ECL calculations, we held discussions with
Fund Manager and corroborated the assumptions
using publicly available information;

- Involved internal experts to assist in the evaluation
of the assumptions used in the Fund Manager’s
impairment model including assessments of
appropriate Probability of Default (“PD”), Exposure at
Default (“EAD”) and Loss Given Default (“LGD”) used
in the ECL calculations;

and

- We have also assessed the financial statements
disclosures of IFRS 9 included in the accompanying
financial statements to determine if they were in
accordance with the requirements of the standard.
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INDEPENDENT AUDITOR’S REPORT
TO THE UNITHOLDERS OF AL RAJHI REIT FUND
(Managed by Al Rajhi Capital) (continued)

Other Matter
The financial statements of Fund for the year ended 31 December 2019, were audited by another auditor who

expressed an unmodified opinion on those statements on 22 Rajab 1441H (corresponding to 17 March 2020).

Other Information i in the Fund’s 2020 Annual Re
Other information consists of the information included in the Fund’s 2020 annual report, other than the financial statements
and our auditor’s report thereon. The Fund Ma nager is responsible for the other information in its annual report.

Our opinion on the financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information identified above
when it becomes available and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on
the work we have performed, we conclude that there is @ material misstatement in other information, we are required to
report that fact. We have nothing to report in this regard.

Responsibilities of the Fund Manager and Those Cha with Governance for the Financial Statements

The Fund Manager is responsible for the preparation and fair presentation of the financial statements in accordance
with IFRS that are endorsed in the Kingdom of Saudi Arabia, and other standards and pronouncement issued by
SOCPA, and for such internal control as the Fund Manager 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 Manager 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 Fund Manager 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 Res bilities for the Audit of the Financial S n

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 auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with
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 ISA that are endorsed in the Kingdom of Saudi Arabia, we exercise professional
judgment and maintain professional skepticism 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 internal control.
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INDEPENDENT AUDITOR’S REPORT
TO THE UNITHOLDERS OF AL RAJHI REIT FUND
(Managed by Al Rajhi Capital) (continued)

Auditor’s Res ibilities for the Audit of the Financial Statements continu

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

® Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the Fund Manager.

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

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

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

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

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

For Alluhaid & Alyahya Chartered Accountants

urki A. Alluhaid
Certified Public Accountant
Registration No. 438

Riyadh: 5 Sha’ban 1442H
(18 March 2021)
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Al RAJHI REIT FUND
(Managed by Al Rajhi Capital)

STATEMENT OF FINANCIAL POSITION

Note
ASSETS
CURRENT ASSETS
Cash and cash equivalents 12
Rental income receivable 6
Investment measured at fair value through profit or loss 7,13

Advance for investments measured at fair value through profit or loss 7
Accrued rental income

Prepayment and other assets

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS

Investment properties 8,13

TOTAL ASSETS

LIABILITIES

CURRENT LIABILITIES

Deferred rental income

Accrued expenses and other liabilities 10
Accrued management fee 12
Borrowings — current portion 12
TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Borrowings — non current portion 12

TOTAL LIABILITIES

NET ASSETS ATTRIBUTABLE TO THE REDEEMABLE
UNITHOLDERS

Units in issue (number) 11

Per unit value (SR)

Per unit fair value (SR) 9.4

-~

The accompanying notes 1 to 21 form an integral part of these financi

31 December 31 December
2020 2019
SR SR
125,000 125,000
39,694,948 5,196,685
63,875,997 "
946,241 40,041,193
8,055,180 -
2,931,676 38,990,418
115,629,042 84,353,296
2,207,965,655 2,301,847,933
2,323,594,697 2,386,201,229
12,766,899 9,036,161
7,979,539 7,041,390
12,613 431,015
145,406,600 254,500,000
166,165,651 271,008,566
645,847,999 536,753,536
812,013,650 807,762,102
1,511,581,047 1,578,439,127
161,856,857 161,856,857
9.34 9.75
9.75 9.91
— —j

6
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Al RAJHI REIT FUND
(Managed by Al Rajhi Capital)
STATEMENT OF COMPREHENSIVE INCOME

For the For the
year ended year ended
31 December 2020 31 December 2019
Note SR SR

INCOME
Rental income from investment properties 5.13 168,855,514 115,934,466
TOTAL INCOME 168,855,514 115,934,466
EXPENSES
Depreciation expense on investment properties 8 (29,213,979) (17,934,707)
Management fee 12 (18,204,172) (13,450,101)
Provision for doubtful rent receivables 6 (12,804,340) (3,965,312)
Other expenses (6,266,929) (6,400,905)
TOTAL EXPENSES (66,489,420) (41,751,025)
OPERATING PROFIT 102,366,094 74,183,441
Finance cost 12 (26,524,743) (19,374,717)
Other income 301,426 117,082
Realized gain from investment measured at fair value through
profit or loss 7 838,842 1,178,227
Unrealized gain from investment measured at fair value through
profit or loss 7 370,915 -
PROFIT FOR THE YEAR 77,352,534 56,104,033
Impairment on investment properties 8 (64,900,754) -
PROFIT FOR THE YEAR AFTER IMPAIRMENT 12,451,780 56,104,033
Other comprehensive income - -
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 12,451,780 56,104,033

P

-

The accompanying notes 1 o 21 form an integral part of these financial statemeiits,
o | /



Al RAJHI REIT FUND
(Managed by Al Rajhi Capital)

STATEMENT OF CHANGES IN NET ASSETS

NET ASSET VALUE ATTRIBUTABLE TO THE
REDEEMABLE UNITHOLDER AT THE BEGINNING OF

THE YEAR

Profit for the year

Other comprehensive income for the year
Total comprehensive income for the year
CHANGES FROM UNIT TRANSACTION:

- Subscription of units - cash

- Subscription of units - for consideration during the year

Dividends distribution during the year

NET ASSET VALUE ATTRIBUTABLE TO THE
REDEEMABLE UNITHOLDER AT THE END OF THE YEAR

Transactions in units for the year ended are summarized as follows:

UNITS AT THE BEGINNING OF THE YEAR

- Subscription of units - cash

- Subscription of units - for consideration during the year

UNITS AT THE END OF THE YEAR

NET ASSETS VALUE PER UNIT AT THE END OF THE YEAR

The accompanying notes 1 to 21 form an i

For the For the
year ended year ended
31 December 2020 31 December 2019
Note SR SR

1,578,439,127 1,250,411,446

12,451,780 56,104,033
12,451,780 56,104,033
- 116,615,435
= 232,359,547
- 348,974,982
12, 16 (79,309,860) (77,051,334)
1,511,581,047 1,578,439,127
For the For the
year ended year ended
31 December 2020 31 December 2019
Note SR SR
161,856,857 122,200,609
- 13,251,754
- 26,404,494
11 161,856,857 161,856,857
9.4 934 9.75




Al RAJHI REIT FUND
(Managed by Al Rajhi Capital)

STATEMENT OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES
Profit for the year after impairment

Adjustment to reconcile net profit to net cash from operating
activities:

Impairment on investment properties

Depreciation expense on investment properties

Provision for doubtful rent receivable
Realized gain from investments measured at fair value through
profit or loss

Unrealized gain from investments measured at fair value
through profit or loss

Working capital adjustments:

Rental income receivable, net
Accrued rental income
Prepayment and other assets

Accrued management fee

Deferred rental income

Accrued expenses and other liabilities
Due from related parties

Due to related parties

Net cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investment properties

Purchase of investment measured at fair value through profit or
loss

Sale of investment measured at fair value through profit or loss
Advance for investments measured at fair value through profit
or loss

Net cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Dividend paid

Subscription of units

Borrowings

Net cash flows (used in) from financing activities
MOVEMENT IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at the beginning of year

CASH AND CASH EQUIVALENTS AT THE END OF
THE YEAR

NON-C NS
Purchase of investment properties through subscription of units
Dividends netted off with rent receivable

Note

o0 00

Y

12,16
11
12

12

11

12,16

TMmunminngNZlfmmmwg&lgmofm'ﬁﬁmmw.

For the For the
year ended year ended
31 December 2020 31 December 2019

SR SR
12,451,780 56,104,033
64,900,754 -
29,213,979 17,934,707
12,804,340 3,965,312
(838,842) (1,178,227)
(370,915) -
118,161,096 76,825,825
(60,240,805) (1,924,185)
(8,055,180) =
36,058,742 (37,335,310)
(418,402) (2,525,745)
3,730,738 (6,056,188)
938,149 (4,460,278)
- 5,472,714
- (3,496,035)
90,174,338 26,500,798
(232,455)  (420,813,040)
(239,713,781) (95,809,666)
177,047,541 156,378,353
39,094,952 (40,041,193)
(23,803,743) (400,285,546)
(66,371,658) (77,051,334)
- 116,615,435
1,063 334,339,936
(66,370,595) 373,904,037
- 119,289
125,000 5,711
125,000 125,000
- 232,359,547
_ ._13.2)33'102 -

_/




Al RAJHI REIT FUND
(Managed by Al Rajhi Capital)

NOTES TO THE FINANCIAL STATEMENTS
31 December 2020

1 CORPORATE INFORMATION

Al Rajhi REIT Fund (the “Fund” or “REIT") is a closed-ended shariah compliant real estate investment traded fund
established on 3 Rajab 1439H (corresponding to 20 March 2018). The Fund operates in accordance with Real Estate
Investment Fund Regulations (“REIFR") and Real Estate Investment Traded Funds (“REITF”) instructions issued by
the Capital Market Authority (“CMA”). The Fund is listed on Saudi Stock Exchange (“Tadawul™) and the units of the
Fund started to be traded on Tadawul in accordance with its rules and regulations on 3 Rajab 1439H (corresponding to
20 March 2018). The initial subscribed units of the Fund were 122,200,609 units at par value of SAR 10 per unit
resulting in capital of SAR 1,222,006,090. However, during the year 2019, as a part of increasing its total assets, the
Fund issued 39,656,248 new units of par value SAR 10 per unit at an issue price of SAR 8.8 per unit. Thus, currently
the total subscribed units of the Fund stand at 161,856,857 units. The Fund has a term of 99 years, which is extendable
on the discretion of the Fund Manager following the approval of Fund Board and followed by CMA.

The Fund is managed by Al Rajhi Capital (the "Fund Manager”), a saudi closed joint stock company with commercial
registration no.1010241681, and an authorized person licensed by the Capital Market Authority (“CMA”) under license
no. 07068-37 dated 25 June 2007. The primary investment objective of the Fund is to provide its investors with regular
income by investing in income generating real estate assets in Saudi Arabia.

The Fund currently has a diversified portfolio of 18 properties (31 December 2019: 18 properties) across various sectors
such as retail, education, commercial offices, logistics and healthcare.

The Fund’s Manager’s registered office is King Fahd Branch Road, Al Muruj District, Riyadh 12214, Kingdom of
Saudi Arabia.

2 REGULATING AUTHORITY

The Fund is governed by the Real Estate Investment Funds Regulations (the “Regulations™) and REIT instructions
published by CMA, detailing requirements for real estate funds and traded real estate funds within the Kingdom of
Saudi Arabia.

3 BASIS OF PREPARATION

3.1 Statement of compliance

These financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRS”), as issued by the International Accounting Standards Board (“IASB”) as endorsed in the Kingdom of Saudi
Arabia and other standards and pronouncements issued by the Saudi Organization for Certified Public Accountants
(“SOCPA™).

3.2 Basis of measurement

These financial statements have been prepared under the historical cost convention, using accrual basis of accounting
and the going concern concept except for financial assets at fair value through profit or loss that have been measured
at fair value.

3.3 Functional and presentation c

These financial statements are presented in Saudi Riyals (“SR™), which is the functional currency of the Fund. All
financial information has been rounded off to the nearest SR.

3.4 Comparative information
The Fund has presented the comparative information for the year ended 31 December 2019.
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Al RAJHI REIT FUND
(Managed by Al Rajhi Capital)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2020

4 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

4.1 Useful lives of investment properties
mmagmdewmhmﬂmwﬁmatwmcﬁﬂﬁvwofhmmtmmﬁsfamkmhﬁngmﬁm.m
wﬁmmhmmﬁGmnﬁMgmwdumgcofﬂmedphystmw.Mmgmmtm
themsidnalvahwmduscﬁﬂHvesmuallymdchangcﬁldepmciaﬁonchamifmy,amadjuswdinmtmd
ﬁmucpuiod&TEcwﬁnmduseﬁﬂﬁmoﬂhemvmmﬁmmdimlmodhms.l.

4.3 Impairment of financial assets held at amortized cost

TheFundmcognizwmallowmforaxpectadcroditIosses(EC[s)foraﬂdeb(hsummlsnotheldatfah-vahw
ﬂ:rmghpmﬁtorloss.Eﬂsmbmdmﬁcﬁﬂmehmmemmmmﬁowsdminmordmwwimmc
mnﬂactmdaﬂmemshﬂowsmmﬂ:cFuMmpecmmmﬁc,dWedmmmmxmﬁonofmeoriginaleffecﬁvc
i‘mﬂmtme.T‘heexpeaedcashﬂowswﬂlmcludecashﬁowsﬁ'omthesalcofcol]a:malheldm'olhcrcredil

enhancements that are integral to the contractual terms.

factors affecting the ability of the customers to settle the receivables, The Fund has identified GDP and government
spending to be the most relevant factor and accordingly adjusts the historical loss rates based on the expected changes
in these factors.

'I‘hecxpwtedcmditlossappmachbwaksthetotallossmountmodelliugintoﬁcﬁﬂlowingpaﬂs: Probability of
Default (PD), Loss Given Default (LGD), Exposure at Default (EAD). These are briefly described below:

Probability of Default (PD): The likelihood of a default over a particular time horizon. I provides an estimate of the
h’kzlihoodﬂmabamwwiﬂbelmabletomeetiesdebtobﬁgaﬁm

LossGinnDeﬁm&Itisdeﬁnedthcpemenhgeﬁskofcxposlmdmismlexpwmdmbemcovemdinﬂzcevmtof
default, Ilisumalbrexpreasedasapmeumgeofﬂ:eEAD.Thisisanmtimatcofd:ebssmixingondefmﬂL]tisbased
onthediﬂ'amccbetwwnthcmnnmualwshﬂowsdueandmmcﬂntﬁeMumuldexpmwrweive,mchdmg
from any collateral.

Exposure at Default (EAD): 1t is defined as the outstanding debt at the time of default. This is an estimate of the
exposure at a future default rate, taking into account expected changes in the exposure after the reporting date, including
repayments of principal and interest, and expected drawdowns on committed facilities.

As at the year end, the Fund has rents mceivableasﬁnmcialassetscarﬂedatmccﬁmmethundappﬁwa
simpliﬁedapplmchh:cdculaﬁngECIs.Thaefom,ﬁeFmddoesnotﬁackchmggshmdﬂﬂsk,hninmd
recognizesalossaﬂowancebasedunlifcﬁmcEClsatmhrq)orﬁng(hte. The Fund has established an allowance
mau'ixﬂ:atisbasedonitshismﬂcalaeditlossequ-ice,adjustedforforward—k)okﬁ:gﬁcmrsspeciﬁctomedebm
and the economic environment. The information about the ECLs on the Fund’s rent receivables is disclosed in note 6
and 14.2 in these financial statements.
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Al RAJHI REIT FUND
(Managed by Al Rajhi Capital)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2020

4 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS (continued)

4.4 Fair value measurement
TheFundmeammitsmvemmmtsmemﬁtyhnummma&&valuemmhmpor&ngdmfﬁrvducismcmm
would&mmﬂmmmwdmmaﬁmmmmwymmmmmmm
themmmmmtdatc.Thcfakvahcmaumtisbasedonmemmpﬁmﬂmiheumsacﬁonmseﬂﬂwmam
tmnsfu‘ﬂleliahﬂ.ilymkespiweciﬂ:ahﬂnplimipalmm'kctfcrﬂaesssetorliabﬂityor,intheabsenceofapﬁncipa]
market,indacmos(ndvantageousmm&etforﬂ:cassetorliabﬂity.Thcprimcipalorﬂaemostadvanlageousmmkctmust
bcamssibh&ﬂmed.lhe&kvﬂueofmassﬂmaﬁabﬂﬂyismmmdushgmemmmﬁmsthatmadm:
pnrticipamswuuldusewhmpﬁchglheassetorﬁahility,assmninglhalmm‘ketpﬂﬂicﬁmﬂsacthﬂ:eirecomicboa
intq'esLA&irvaIuemmmtofanmﬁmncialassettakesimoaccountamarkctpatﬁdpmt'sabiﬁtymgmm
economicbmeﬁlsbyudngﬁeamethﬂshighcstandbwtuseorbyuﬂhgitmamhma:kdparﬁcipammwould
use the asset in its highest and best use.

The fair value for financial msuunmmmdedmaeﬁvemrkdsatthorcporﬁngdmisbasedonﬂmirquowdpﬁoes
available on respective stock exchange, without any deduction for transaction costs. The Fund is using last traded prices
whichisrecoglﬁmdassmndmﬁpdcingoonvmﬁmwiﬂajnﬂmhdushy.
Furnllodr.rﬁnancinlﬁxmmmnmuadedhmacﬁwma:hegifmy,thefakmhwisdemminedusingvﬂmﬁm
techniques deemed to be appropriate in the circumstances, Valuation techniques include the market approach (i.e.,
using recent arm’s length market transactions, adjusted as necessary, and reference to the current market value of
another instrument that is substantially the same) andthehmmneappmach(i.e.,dimmtedcashﬂowamlysisand
optionpn'cﬁ:gmodehmhngasmmhuseofavnihblemdmrﬁb]emmketdaﬂaspussib]c}.

TheFlmdmensmrsﬁnm:ialinsmmcmsatfairvalueatead:stammentofﬁnancinlposiﬁondam.Fﬂirvnhwsofm
financial instruments are disclosed in note 13 in these financial statements.

45  Impactof COVID 19
At the beginning of the year 2020, the presence of COVID 19 virus was confirmed, which spread all over the world
causing disturbance of commercial and economic activities. Accordingly, during the year ended 31 December 2020,
theFundhasreceivedammberofmquestsﬁ'omtenantstopwvidcconcessionouﬂledwmntsunﬁ]ﬂ:emdof
wmauﬁomm&amthalwmimplunamdmomminthemdofﬂmcmnavimswﬂxuk(COVlD—lQ)ahnmg
to protect citizens and residents by closing of commercial complexes until further notice in addition to a full curfew.
Asat3] DecembaZUZO,ﬂmFlmdBoardappmvedmpmvidcadiscmmtmnom&ngtoSAR 1,692,017 to tenants who
weredhucﬂyaﬁbcted&ucwmhicﬁonsmhwdmcovm-wpmdemjcformnm’mquestsﬂmamnotrelaledto
COVID-19 mﬁonmymm,wmrcjwwd.TheFmdeagamaymgagcindiswmim with tenants on
finding other ways to support them.

'I‘thundwn&numhdﬁumhenﬂamdvahwswiﬁtbeﬁqumwaswtmth&eoﬁuﬁgdmumm&,msi&mﬂy
applying valuation policies and reflective of prevailing market conditions. In determining the investment properties
vnluaﬁun.aasof31Decmba2020,theFundhaswnsidﬁndthcpomuﬁﬂhnpm{basedmmebmavaihbh
information) of the uncertainties caused by the COVID-19 pandemic and has taken into account the economic and
reliefmeamrcsithastocxmdmitstenams.Asarm:lt,ﬁmFundhaschargedanimpaﬁmmtamnmﬁngSR&,%O,?M
duetoroduwdnhmdonsofmdestm{ms.ﬂmdhaschugedexpmwdmedklmmmmthgSR 12,804,340
arising on the financial assets (note 6) for the year ended 31 December 2020. The impact has been treated as an
impairment and an allowance for doubtful debts respectively in the financial statements.

AnychangesmndetovaluaﬁonstoesﬁlmﬁcdxovmﬂlimpactofCOVID—wismbjwttonu'emelyhighlcveisof
uncermnty,asﬁﬂemabhmﬁmmpomblcfmmrd—boﬁnghfomaﬁmhcmmﬂyavmhbhm“hichmbasc

those changes.

Asuiﬁmymmmicfmmsls,ﬁlepmjecﬁommdlﬂtdihoodsofﬂmmcunmmmbjecttoahighdcgreeof
inherent uncertainty and therefore the actual outcomes may be significantly different to those projected. Management
will continue to monitor the simaﬁanandmychmgesrequhed“ﬁﬂbemﬂectedinfnmemporﬁngpedods.

4.6 Going concern

The Fund’s management has made an assessment of Fund'’s ability to continue as a going concern and is satisfied that
theFundhastheresmmmconﬁnneinbm&mfoﬂhefomseeabhﬁ;m.F\ntbcrmom,ﬂlcmmagemmtismaware
of any material uncertainties that may cast significant doubt on Fund’s ability to continue as a going concern.

12



Al RAJHI REIT FUND
(Managed by Al Rajhi Capital)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2020

5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

5.1 Cash and cash egquivalents
For the purpose of cash flow statement, cash and cash equivalents consist of bank balances.

5.2 Receivables
Rmehabhsmhiﬁaﬂymmueduﬁhmmephsmm&mmmmMmdmbsequumynM
amortized cost using effective commission method. Loss allowance for receivables is always measured at an amount
equal to lifetime expected credit losses.

53 Financial instruments
Afimncia.linsmtmmlismyconﬂwtﬂ:ﬁgimﬁsemaﬁnmchlamofomunitymdaﬁmmialliabﬂitymequity
instrument of another entity. In accordance with IFRS 9, the Fund classifies its financial assets and financial liabilities
at initial recognition into the categories of financial assets and financial liabilities discussed below.

5.3.1 Initial recognition and measurement
MchhwﬁwimwmummﬂymammmmmmﬁhWMugh
profit or loss on the basis of both:

- The entity's business model for managing the financial assets,

= The contractual cash flow characteristics of the financial asset.

Financial assets measured at amortized cost
Adebtinstrummlismeasuredalmnctﬁzadwstifitisheldwiﬂ:inabmineasmoddwhoseobjecﬁveismho]dﬁnancial
assets in order to collect contractual cash flows and its contractual terms give rise on specified dates to cash flows that
mmletypaymmtsofprbcipalandhwmﬂlcpdmipﬂmmwtstmding.TheFlmdinchxdesinthismiegory
mm—mm&mmhgmlmhchﬂngmhmﬂmdmmdmdﬁvaﬁwmmﬂommwbh&
mﬁmdiﬁmwmmgnimﬁnmmmmwﬁabﬂﬁiwwhmitbmmupwm&emmm
provisions of the financial instrument.

Financial asset at fuir value through profit or loss

Aﬁnancialasselismmmnedatﬁlirwhwﬂ:roughmﬁlmbss(faﬁ‘valueﬂ]mughpmﬁlmloss)iﬁ

(a) Itsoontracumltenmdonolgiveriscmmshﬂomonspmiﬁaddawsthatmsolclypaymmtsofprhcipaland
interest (SPPI) on the principal amount outstanding;

Or

(®) Itisnotl\cldwﬁhinah:sinessmodelwhoseobjecﬁuiseiﬂnhwﬂaﬁommmmhﬂows,ortobodmollect
contractual cash flows and sell;

Or

(c) Atinitialreooglilion,itishrwocablydedguazedasmmnedufn&mheﬂnwghpmﬁlmlosswhmdohgso
eliminates or significantly reduces a measurement or recognition inconsistency that would otherwise arise from
measuring assets or liabilities or recognising the gains and losses on them on different bases.

Theﬁmd'sﬁmchlmmanndﬂfakwmﬂmughpmﬁtm'lossm“demmmmgow:
Investments measured at fair value through profit or loss: These include investments in the commodity Funds to
manage them on a fair value basis for investment income and fair value gains.

5.3.2  Subsequent measurement

Financial assets are subsequently measured at amortized cost or fair value through profit or loss. There are two criteria
used to determine how financial assets should be classified and measured:

a) The Fund's business model for managing the financial assets; and

b) The contractual cash flow characteristics of the financial asset

Aﬁnancialassetismumredalamorﬁudoostifthemnﬂacunltumsufthcﬁnandalamgivedscmapeciﬁeddmes
to cash flows that are solely payments of principal and interest on the principal amount outstanding. Otherwise, a
financial asset is measured at fair value through profit or loss.
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Al RAJHI REIT FUND
(Managed by Al Rajhi Capital)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2020

5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

53 Financial instruments (continued)
5.3.2  Subsequent measurement (continued)
Thembsqtmtmmmmtofﬁnmddmdcpmdsmﬂldrcladﬁmﬁmasmedbelom

Financial assets at fair value through profit or loss
smm:mmmwmofmmmmmmmmwgmmbmmwm
andliahi[iﬁesat&kwhethmghmﬁmhsshtbemmtofmmehmsivehcmahmm&iﬁdmds
wmdm@mﬁmMmmﬂdmaﬂthmmmmaﬁdiﬁd&ﬂmm
expense in the statement of comprehensive income.

TheFunddueoognizesaﬁnancia!mctwhmdmrightstochecashﬂowsﬁ'omtheﬁmncialassethaveapﬁedor
wmmeFmdmmm&ﬂymﬁsksmdmwmﬂsmhtdwimmeﬁnmcHMmddoumm
control of the financial asset.

54 Impairment of non-financial assets

The carrying values of non-financial assets are reviewed for impairment when events or changes in circumstances
indicalethecanyﬁ:gvaluemaynolbcrecovmble.Animpaﬁmemlisreoognizudforthcmnountbywhichﬂle
mrxyingamoumoftheassdexmedsimmombleamoumwhhismehighaofanassd’sfaﬁvaluehssmtosell
andvalucinuse.Whuemﬁnpaﬁmaulossmbwqmﬂymmﬂxmyhgmofﬁ:mishmmmdmme
mvisedesﬁmateufimmouverablcmmt,bmd:eincreasedcanﬁngamamtslnmldnotcxwodﬁmwryingamomt
thatwmﬂdhavcbemdﬁmminod,hndnoimpainnantlossbeenmgxﬂzndford:eamdsormsh—gm&nguniti:n
priorymAmﬂofmhnpaﬁmcﬂbsshmcognhedashwmehmedia&lyhﬁemmdwmprdmhe
income.

5.5 Financial liabilities — subsequent classification and measurement
Financialliabi]iﬁesmsubsequenﬂymeasm'edatamorﬁzedcostusingﬂaceﬁ'wﬁvehtumm&c('Em")meﬂmd.The
EIRismcmm&mmmemmmemhpamwwmwmdﬁkof&wlhbiﬁmo:r
whe:eammpﬁa&e,ashmierpm‘iodtoﬂwnctcmrying amount on initial recognition.

IheFundderwog:dmsaﬁnmaialliabiﬁty(orpmtofaﬁnmial liability) from its statement of financial position when,
and only when, it is extinguished, i.e. when the obligation specified in the contract is discharged, cancelled or expires.

mFmd'sﬁmMHabmﬁwmchedcfmedmmmmmmgmmm&emdmwdm.

5.6 Offsetting of financial instruments
Financialmclsandlinbiljﬁesmoffsetwidlmenetammmtmponcdinmemwmunofﬁmmialpoaiﬁmmlyifﬂme
isacmmtmforcenbkkgdﬁgﬁmoﬁhdﬂmmoogniﬂmnmandmhtaﬂmsﬂdcmanﬂbasis,armmﬁm
the assets and liabilities simultaneously.

5.7 Investment properties

mvmmmpmpuﬁmwmpﬁsemmplacdmmﬁﬁmatmheummrmmhm&reapimappmhﬁmmbom
Investment properties issmtedmwmmchdhgmﬁmcmnﬁofmcumulawddqmciaﬁmandmmu!med
impairment losses, if any. Suchcostinch‘deslhcmstofmp!acingpmtofanaxisﬁngmkunmtpmpmyatﬂmﬁme
that cost is incurred if the recognition criteria are met.

The cost less estimated residual value, if any, of investment properties is depreciated on a basis over fie estimated useful
livesofihemds.land,onlhcoﬂlahmiisreponedatcoum&irvaheoﬁnvmmpopqﬁesisdisclosedin
note 9 and 13 in these financial statements.

5.8 Acerued expenses and other liabilities
Ammdcxpmmdoﬁﬁpmblwmmognimdmiﬁanyuﬁhvﬂumdsubmﬂymnﬁmmmﬁm
cost using the effective commission rate method.
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Al RAJHI REIT FUND

(Managed by Al Rajhi Capital)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2020

5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

59 Accrued rental income
Incmnerecognimdinexcessofbiﬂhg,ifmy,minchdadincumtassﬂsaccmedrmlalinoumeandwilibeseﬂbd
in the subsequent period when the invoices are issued.

5.10  Deferred rental income
Bﬂlinginmcessofhcomemgnﬁnd,ifmy,minclududhcnmﬁabiﬁﬁesasde&edrmﬁlincmneandwillbc
recognized as income in the subsequent period when the related rent service is rendered.

5.11  Provision
PmﬁsionsmrenognimdwhcnlheFmdhasaplmtobﬁgaﬁmﬂegaloroonsu'ucﬁve}asaresultcfapnstevmt,it
isprobablethmanwtﬂnwofmmesanbodyingwmomicbmeﬁtswiﬂberequhedtose!ﬂetheobﬁsaﬁmmda
reliable estimate can be made of the amount of the obligation.

5.12  Zakat
Zakatistlxeobligaﬁonoftbemﬁﬂ:oldusandisnotmmmmdinﬂmﬁmncialsmmmtsofﬂ:eﬁmd.

5.13  Revenue recognition
mewmmmﬁmWwi&wmhaHdmaﬁws@mdclmmmmm 15,

Revenue from Contracts with Customers:

Step L Idmﬁfy&econﬂactwilhaM.Awnmtisdeﬁnodasanagrmm&mbdwemlwoormmpmﬁwdm
creates enforceable rights and obligations and sets out the criteria that must be met.

Step 2. IdenﬁfyﬂzepafommobﬁgaﬁmintheconumtApafmmmceobﬁgaﬁunisamomjseinaconm\ﬁda
a customer to transfer a good or service to the customer.

Step 3 DamhcmeMmpﬁwThchMmdeisthcamoumOfomsiduaﬁmmchhmeFmd
emwmmbemﬁdedmexehmgefwmﬁadngmmimdgmdsormﬁmmaMmmmthg
amouats collected on behalf of third parties.

Step 4. Allocateﬂ:ch'nnmctionpdcetoﬂmepufammob!igaﬁmsinﬂwcoanmacmuactthstlmmmm

Step 5. Rnwgnizemvmewhm(oras)lhemﬁtysaﬁsﬁesapaformaneeobﬁgaﬁm_

Tthundsaﬁsﬁesapa‘fommocobﬁgaﬁonmdrwognimsremwoverﬁmu,ifoneofd:efollowingcﬁtu'iaismct

L] Themslaome;si:mmaneouslymncimandwnsmesﬂlebmﬁtspmvidedbyﬂnFund'sperformmmtheFmd
performs; or

° MFM'sm&mmemmwhmuammmem«cmhmﬂmmhmmdmm
or

° Tthundspe:rfo:manoedoesmtum:eanaswtwid:analtumtiveusetoﬂwFundmdﬁ:eFlmdhasan
enforceable right to payment for performance completed to date.

Furpuformanceobligaﬁons,whaeoneofmcaboveoondiﬁonsmnotmet,revenucismognizedatdmpointintime
at which the performance obligation is satisfied. When the Fund satisfies a performance obligation by delivering the
demhw,itmwssmmmbawdmﬁcmofmndMﬁmmmedbymewfomm.Whﬂe
ﬂzeammutbﬂledtotheamtomexceeds!heamoumofmcmognimd,thisgivesrisetoaoonmﬁabiﬁty.
Revenue bmmmedﬂﬂnfairvﬂmofﬂrmnﬁderaﬁonrwdvedormdvablqnﬁngmmmummuy
defined terms of payment.

The specific recognition criteria described below must also be met before revenue is recognized.
Rental income

Rmialinocm.eﬁmmﬁnglmofpopuﬁuhwbodmaﬁaight—ﬁnebasﬁmﬂmhmofﬂwmﬁng
lease.
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Al RAJHI REIT FUND

(Managed by Al Rajhi Capital)
NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2020

5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

5.14  Maunagement fee
Onadaﬂybasia;,theFmdeagachmgesthannd,msganmﬁaeatlhemteaijpucmtpuamnmofme
Fmd'stotalassetsvaluebasedonﬂlehstevahm:ﬁonnetofFundmcpensmmdispaiquwtedybasis.

5.15 Custodian fee
TheFlmdpaysawsmdjanafecoflSS,OOO:iyalsannually,whichisaccruedonadailybasismdpaid:partu-lytoﬂ:n
Custodian of the Fund.

5.16  Board of directors’ fee
'I'heBoardofdirectorsaremﬁﬂedtomcdveSRS,OOOeachpameeﬁngamally,whichismedonammtblyhasis
and paid annually to the board of directors of the Fund.

5.17  Dividend distribution
Dividenddisuibmimtoﬂlehmd’sunimoldﬁsismgnimdasaliabi]ityinthel"lmd'sﬁnancialstalanentshﬂw
period in which the dividends are approved.

’IheFmﬂhasapolicyofdimﬂmﬁngdividmdsmsemi-anmmﬂybasisforatlmst%oﬁtsmtpmﬁt.mtincfuding
profit resulting from the sale of the underlying real estate assets.

5.18  Net assets value
Thenetmetsvahcpu‘lmitdisclosedhthcﬁnancialstawm:ntsiscalnﬂaﬁedbydividh:gthenetassdsofﬁ:cFund
by the number of units in issue at the year-end.

5.19  Transaction fee
The Fund Manager charges the Fund, one-time acquisition fee at the rate of 1 percent on the acquisition or sale price
of the real estate assets.

520  Borrowings
BmomgsmmgnmmiﬁaﬂymﬁkvﬂnqnaofumcﬁmmhamedBmwhgsmmbsqmﬂym
atamcrl:iz:edwﬁ;mydiﬂumbﬁwem&ewwuds(mlofmﬁmm)mdﬁcmdanpﬁonmﬁsmogﬁzd
asaﬁmncems(ovathcpaiodofthchmowhgsush:gﬂmeﬁ'ecﬁveht&eﬂmeﬂwd

Fwspnidmthembﬁshmmtofkmfaciﬁﬁesmrecogﬁzedasumsacﬁonoostsoflhelomﬂ)theexﬁcmﬂmitis
proublethaisomeora]lofﬂ:cfaci]itywillbedmwndown_Inﬂaiscase,&:efeeisdcfm'edmﬁlthedmwdownocmrs.
Totheextmllhﬂtisnocvidenmthatitismobabledmsnmcnrallofﬂlefucilitywillbedmmdown,ﬂufeeis
capilaljzcdasaprepaymmtforﬁqlﬁditysaﬁwsandammﬁmdovu'thcpmiodoﬂhcfncﬂilywwhichitmlm

Bomﬂngsmmovedﬁommesmmanofﬁnmcﬁlmﬁﬁmwhmmeobﬁsaﬁmmdﬁdhmcmmk
m@mnmmw.mmmummmmwawwmmmm
ammmmmmommmmmmmmmmmymmmm
liabilities assumed, is recognized in profit or loss as other income or finance costs.

BmowingsareclassiﬂedascunentliabﬂiﬁesunlesstheFlmdhasanunoondiﬁona]riglntodzfersetﬂunmtofﬂle
liability for at least 12 months after the date of the statement of financial position.

5.21  Prepayments
Prepnymumarecmﬁedatcostkssanymmulnedﬁnpaimmllmifmy.

5.22 Finance Cost
Aﬂbouowﬁ:gmsmaremognizedﬁ:pmﬁtorhsshﬂxpaiodinwhichﬂxyminam

5.23  Other expenses
Emmhchﬂehgameﬁngauﬁﬁngmdoﬁaﬁmﬂwymmogﬁmdhmﬂmlmh&epﬁodhwﬁ&
they are incurred on an accrual basis.
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Al RAJHI REIT FUND
(Managed by Al Rajhi Capital)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2020

5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

5.24  New standards, amendments and interpretations issued and effective from 1 January 2020
At the date of authorization of the financial statements, there were a number of standards and interpretations which
were in issue but not yet effective. The Fund is assessing the impact of these standards and anticipates that the adoption
of these standards and interpretations in future periods will not have a significant impact on its financial statements.

Description
Amendments to IFRS 3: Definition of a Business

Amendments to IFRS 7, IFRS 9 and 1AS 39: Interest Rate Benchmark Reform
Amendments to IAS 1 and IAS 8: Definition of Material

Conceptual Framework for Financial Reporting issued on 29 March 2018

Effective Date
1 January 2020
1 January 2020
1 January 2020

1 January 2020

In the opinion of the Board of Directors of the Fund, these standards, amendments to standards and interpretations will

ciearly not impact the Fund as the Fund has no application to the above-mentioned standards.
3.25  New standards, amendments and interpretations issued but not yet effective

The following standards, amendments to standards and interpretations are not yet effective and neither expected to

have a significant impact on the Fund’s financial statements:

/ ents / tions
IFRS 17 Insurance Contracts
Interest Rate Benchmark Reform — Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and
IFRS 16)
Reference to the Conceptual Framework (Amendments to IFRS 3)
Onerous Contracts — Cost of Fulfilling a Contract (Amendments to IAS 37)
Annual Improvements to [FRS Standards 2018-2020
Property, Plant and Equipment — Proceeds before Intended Use (Amendments to IAS 16)
Classification of Liabilities as Current or Non-Current (Amendments to IAS 1)

Effective date
1 January 2023

1 January 2021
1 January 2022
1 January 2022
1 January 2022
1 January 2022
1 January 2023

In the opinion of the Board of Directors of the Fund, these standards, amendments to standards and interpretations will
clearly not impact the Fund. The Fund intends to adopt these standards, if applicable, when they become effective.

6 RENTAL INCOME RECEIVABLES

This account represents the rent receivable from the investment properties in accordance with the terms of the
wmdhg@ayamm&%mtmdvabl&mmhmﬂmmﬂeﬂwiﬁhasbmmiodof&m&

31 December 31 December
2020 2019
SR SR
Rental income receivable 56,464,600 9,161,997
Less: Allowance for doubtful debts (16,769,652) (3,965,312)
39,694,948 5,196,685
The following is the aging analysis of rent receivable as at reporting date:
31 December 31 December
2020 2019
SR SR
Less than 30 days 4,947,638 4,025,477
Between 31 to 180 days 18,988,008 1,367,895
More than 180 days 32,528,954 3,768,625
56,464,600 9,161,997
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Al RAJHI REIT FUND

(Managed by Al Rajhi Capital)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2020

6 RENTAL INCOME RECEIVABLES (continued)
The following is the movement of allowance for doubtful debts as at:

31 December 31 December

2020 2019
SR SR
At the beginning of the year (3,965,312) -
Allowance made during the year (12,804,340) (3,965,312)
At the end of the year (16,769,652) (3,965,312)

7 INVESTMENT MEASURED AT FAIR VALUE THROUGH PROFIT OR LOSS

31 December 2020 Fund Manager Number of units Cost Market Value
Al Rajhi Commodity Fund SAR Rajhi Capital 395,516 63,505,081 63,875,997
31 December 2019 Fund Manager Number of units Cost Market Value

Al Rajhi Commodity Fund SAR Rajhi Capital - - -

ﬁc&mﬁngh&emommtmmmatﬁ&nhwﬂnwghmﬁtmmmmemmm

For the year ended For the year ended
31 December 31 December

2020 2019
SR SR
At the beginning of the year - 59,390,460
Purchase during the year 239,713,781 95,809,666
Sold during the year (177,047,541) (156,378,353)
Realized gain measured at fair value through profit or loss 838,842 1,178,227
Unrealized gain measured at fair value through profit or loss 370,915 -
At the end of the year 63,875,997 -

Asat 31 December 2020, SR 946,241 (2019: SR 40,041,193) was paid for subscription of units in Al Rajhi Commodity
Fund-SAR. These units were subsequently issued on 3 January 2021 (2019: subsequently issued on 1 January 2020)
andamordiuglyhadbeenaocountedforasadvanceforinvemmtmeaauadatfairvalmdnwghpmﬁmrlm.

All investments measured at fair value through profit or loss are held in the name of Privileged Warehouse Company
2 and Gulf Fund Company for development and real estate investment (the "SPV ’s"). The SPV’s are holding these
inmtmenlsforthcbmcﬁcialowna's.hipoftheFundanddoesnolpom&ssanyoonuuHﬁ:gintumtormystakcinthc
investments.
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Al RAJHI REIT FUND
(Managed by Al Rajhi Capital)

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 December 2020
8 INVESTMENT PROPERTIES

Thecompmidmofmemvesunmtpmpuﬁesasofﬂmmpmﬁngdateismmaﬁzcdbelom

As at 31 December 2020

Land Building Total

SR SR SR

Cost:
At the beginning of the year 1,308,700,218 1,024,830,222 2,333,530,440
Additions during the year - 232,455 232,455
At the end of the year 1,308,700,218 1,025,062,677 2,333,762,895
Accumulated Depreciation:
At the beginning of the year - (31,682,507) (31,682,507)
Charge for the year - (29,213,979) (29,213,979)
At the end of the year - (60,896,486) (60,896,486)
Impairment;
Impairment on investment properties (note 8.3) - (64,900,754) (64,900,754)
Book Value as of 31 December 2020 1,308,700,218 899,265,437 2,207,965,655
As at 31 December 2019

Land Building Total

SR SR SR

Cost:
At the beginning of the year 1,087,778,260 592,579,593 1,680,357,853
Additions during the year 220,921,958 432,250,629 653,172,587
At the end of the year 1,308,700,218 1,024,830,222 2,333,530,440
Accumulated Depreciation:
At the beginning of the year - (13,747,800) (13,747,800)
Charge for the year - (17,934,707) (17,934,707)
At the end of the year - (31,682,507) (31,682,507)
Book Value as of 31 December 2019 1,308,700,218 993,147,715 2,301,847,933

&I-TheFundhmﬂ:cpolicyofdm:gﬁ:gdepmciaﬁononbuﬂdingovuSSyeers.'[hedq)reciaﬁonischargedon

depreciable amount i.e. cost less residual value.

8.2 - All properties are held in the name of Al-Rajhi Development Company, Privileged Warehouse Company 2 and
Gulf Fund Company for development and real estate investment (the "SPV’s"). The SPV’s are holding these properties
for the beneficial ownership of the Fund and does not possess any controlling interest or any stake in the properties.

&3-mmpmﬁmmmdforﬁnpdmunmdmemmtmwdﬂmmofmemm
carrying amount are more than its recoverable amount. Accordingly, the management provided provision of
impairment of SR 64,900,754 for the year ended 31 December 2020 (31 December 2019: SR nil) to adjust the value
of its investment properties to its recoverable amount.
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INVESTMENT PROPERTIES (continued)

The investment properties represent eighteen properties. Listed below are the details of these investment properties:

The Jarir Al Ahsa investment is located in Riyadh and is classified as in the retail sector. This asset is now
multi-tenanted since June 2018.

The Faris International School investment is located in Riyadh and is classified as in the education sector. This
asset is a triple net lease.

TheMutlaqlutuinvcsﬂncntislocatedinkiyadhandischssiﬁedasmtheretaﬂsector.Thisassetisauiple
net lease.
TheAnwarPlaminveshncntislocatedinRiyadhmdisclassiﬁedasinthcmtailsmr.'I‘hisassctisatripicnet
lease.
TheijwPinminvesimenlislocamdinl{iyadhmdisclassiﬁedasinthcruzilseaur.Thisassaisauﬁ:lenﬂ
lease.
TheRamnPlazainvesuncntisloemedinRiyadhandisclas&iﬁodasinthcremilsactor.'misassetisairiplenet
lease.

The Panda Marwah Jeddah investment is located in Jeddah and is classified as in the retail sector. This asset is a
triple net lease.

ThePandaMadainFahadJuddahinvmunmtislocatedinJeddahandisclassiﬁedasinlheretaﬂsector.'rhisamet
is a triple net lease.

The Panda Rawda Jeddah investment is located in Jeddah and is classified as in the retail sector. This asset is a
triple net lease.
ThePandaKhmnisMushaitin\rwunentislocntedinKhamisMuahaitandisclassiﬁedasinthemtailsector.This
asset is a triple net lease.

ThcAlAndah;sinvwhne;ntislocatedmleddahandisclassiﬁedasinﬂiemmmcmialsocmr.Thisamismulﬁ-
tenanted.

TheIuhCmtalIngisﬁcsWard:mminvmunmtislowedmRiyadhmdischmiﬁedssintlwlogisticssector.
This asset is a triple net lease.

The Al Salam Hospitals investment is located in Riyadh and is classified as in the healthcare sector. This asset is
a triple net lease.

The Rowad Al Khaleej International School investment is located in Riyadh and is classified as in the education
sector. This asset is a triple net lease.

Rowad Al Khaleej International School investment is located in Dammam and is classified as in the sector. This
asset is a triple net lease.

The Blue Tower investment is located in Al Khobar and is classified as in the commercial sector. This asset is a
triple net lease.

The Luluah Warehouse investment is located in Riyadh and is classified as in the logistics sector. This asset is a
triple net lease.

The Baream Rowad Al Khaleej Kindergarten investment is located in Riyadh and is classified as in the education
sector. This asset is a triple net lease.
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9 EFFECT ON NET ASSET VALUE IF INVESTMENT IN REAL ESTATE PROPERTIES ARE FAIR
VALUED

In accordance with Article 22 ofﬂJeReaIEsmtclnveshnemsFmdsReguhﬁonsismedbyCMAintthingdomof
SaudiAmhia,thcFlmdegerevalualwtbeFund'sasseisbasedonanavuagcoftwocvaluaﬁonspwpmedby
independent evaluators. Assctou!ind:elcrmsandcondiﬁonsofﬂ:eFuud,netassetva!ucdeclamdarebasedonme
mmkavﬂueobtained.However,inammdmcﬁﬂlwommﬁngpoﬁcyofﬂmFm investment properties are carried at
cost less accumulated depreciation and impairment if any in these financial statements,

ThefairvahuofﬁehvwmempmpuﬁesisdaﬁnﬁnedbyMuhcmdappMsasfmmchofme 18 properties. The
appraisers that evaluated these properties are Olaat Valuation Company, VahStrat Consulting Company and White
Cubes Real Estate Company. Thcyammediwdhdepmdmtvahmﬁﬁlamcomimdmdmlcmtpmfessional
qualiﬁcaﬁmmdadﬂ:recmtcxpaienoeinﬂ:clocaﬁonmdcategayofthe investment properties being valued.

The valuation models have been applied in accordance with the Royal Institution of Chartered Surveyors (“RICS”)
Valuation Standards, in addition to recently published Intemational Valuation Standards issued by International
Valuation Standards Council (“IVSC”) and applied by Saudi Authority for Accredited Valuers (“TAQEEM™). These
models comprise both the income capitalization approach and depreciated replacement cost (“DRC”).

9.1 As at 31 December 2020, the valuation of the investment properties are as follows:

31 December 2020 Appraiser 1 Appraiser 2 Average
SR SR SR
Investment properties 2,340,311,000 2,207,470,000 2,273,890,500
31 December 2019 Appraiser 1 Appraiser 2 Average
SR SR SR
Investment properties 2,383,876,683 2,270,266,068 2,327,071,376

The Fund Manager has used the average of the two valuations for the purposes of disclosing the fair value of the investment
properties. The investment properties were valued taking into consideration number of factors, including the area and type
of property and valuation techniques using signi tmobsavebleh:pms,inchdingﬂwﬁmcialandﬁagmmmﬁonplot
analysis, the income method, and residual value method. The fair value versus cost analysis of the investment properties is
presented in note 9.2.

92 The unrealized gain on investment properties based on fair value evaluation is set out below:
31 December 31 December

2020 2019
SR SR
Fair value of investment in real properties (note 9.1) 2,273,890,500 2,327,071,376
Less: Carrying value of investments in real estate properties (note 8) (2,207,965,655) (2,301,847,933)
Net impact based on fair value evaluation 65,924,845 25,223,443
Units in issue (numbers) 161,856,857 161,856,857

Impact per unit share based on fair value evaluation (SR) 0.41 0.16
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9 EFFECT ON NET ASSET VALUE IF INVESTMENT IN REAL ESTATE PROPERTIES ARE FAIR
VALUED (continued)
9.3 The net asset value using the fair values of the real estate properties is set out below:
31 December 31 December
2020 2019
SR SR
Net assets value at cost, as presented in these financial statements 1,511,581,047 1,578,439,127
Net impact based on real estate evaluations (note 9.2) 65,924,845 25,223,443
Net assets based on fair value 1,577,505,892 1,603,662,570
9.4 'Ihenelassetvah;cperunit.usingﬂ:efairvah:esoflherealestatepmpaﬁesissctoutbelom
31 December 31 December
2020 2019
SR SR
Net assets value at cost, as presented in these financial statements 9.34 9.75
Impact on net asset value per unit on account of unrealized loss based on
evaluations (note 9.2) 0.41 0.16
Net assets based on fair value 9.75 991
10 ACCRUED EXPENSES AND OTHER LIABILITIES
31 December 31 December
2020 2019
SR SR
Special commission payable 2,713,653 3,317,843
Property level accrued expenses 894,598 730,229
Accounts payables and accrued expense 868,302 995,221
VAT payable 3,502,986 1,998,097
7,979,539 7,041,390
11 UNIT TRANSACTION
Transactions in units of the Fund for the year are summarized as follows:
31 December 31 December
2020 2019
SR SR
Units at the beginning of the year 161,856,857 122,200,609
Units issued during the year for consideration in cash - 13,251,754
Units issued during the year for consideration in kind - 26,404,494
Units at the end of the year 161,856,857 161,856,857

As at 31 December 2020, Al Rajhi Capital (the “Fund Manager”) held 15,320,447 units (31 December 2019:
15,320,447 units) and Al Khaleej Training and Education Company (a related party) held 26,404,494 (31 December

2019: 26,404,494).
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12 RELATED PARTY TRANSACTIONS AND BALANCE

Relatedpmﬁmofﬂ:cﬁmdhchxdc"MRajhiCapiml“behgmeFundeagmMRajhiBmkm&eshmeholdwof
Al Rajhi Capital), the Fund, wlﬁchismmagedhyﬂleFundBom-dofDirector,KASBCapiml(bcingﬂ:ecustodianofthe
Fund),AlKhaleeijiningandEdlmﬁonCompany(bcﬁ:gthemajoruni&oldwof&Fmﬂmdmypaﬁytbnthuthe
ability to control otherpartyorexercisesigniﬁcmtinﬂumccovaﬂwolhapmyinmaking financial or operational
m‘ i .

mﬂacmﬂinmywmseofimacﬁvides,ﬂ:ehmdmambmmmmatedpam'Iherclatedpartytransactionsare
governed by limits set by the regulations issued by the CMA. All related party transactions are disclosed to the Fund
Board of Director.

Thcsi,gniﬁcmtmhwdpmtyRmsacﬁonsmtmadinwbymeFmdmningmeymmdﬂxbalmmsmﬂﬁngﬁumsuch
transactions are as follows:

Amount of transaction Balance receivables/ (payable)
KFor the year  For the year

ended ended As at Asat
31 December 31 December 31 December 31 December
Related Party Nature of transaction 2020 2019 2020 2019
SR SR SR SR
Al Rajhi Capital Management fee 18,204,172 13,450,101 (12,613) (431,015)
Financial support - (2,000,000) - -
Al Rajhi Bank Finance cost * 26,524,743 19,374,717 (2,713,653) (3,317,843)
Cash at Bank ** - - 125,000 125,000
Loan Facility — current *** - - (145,406,600) (254,500,000)
Loan Facility - non current
4% 1,063 334,339,936  (645,847,999) (536,753,536)
KASB Capital Custodian fees * 185,000 150,209 (96,756) (96,755)
Advance for investment
Al Rajhi measured at fair value
commodity Fund  through profit or loss 946,241 40,041,193 946,241 40,041,193
Investment measured at fair
value through profit or loss 23,834,804 - 63,875,997 -
Al Khaleej
Training and
Education Dividends netted off with
Company rent receivable 12,938,202 - - -
Rental income and
receivables 39,684,091 757,164 - 6,128,958

* Accrued finance cost and custodian fee are included in the statement of financial position under accrued expenses
and other liabilities.

** As at 31 December 2020, the bank balance with an amount of SR 125,000 (31 December 2019: SR 125,000) is
maintained with Al Rajhi Bank under the name of the SPV’s and not under the name of the Fund.

*#* The Fund has inherited the loan of SAR 399,906,600 from Al Rajhi Real Estate Income Fund, which was
converted into REIT by way of in-kind contribution. The loan was drawn down in 2 tranches. Tranche 1 was of SAR
254,500,000 and Tranche 2 of SAR 145,406,600. This loan was assigned to Privileged Warehouse Company 2, an
SPV acting on behalf of Al Rajhi Real Estate Income Fund. Privileged Warchouse Company 2 is now an SPV of the
Fund and continues to service the liability of this loan. Tranche 1 of the loan is secured by pledge of Jarir Book Store
Building, Al Mutlaq Building, Anwar Mall, Narjes Mall, Rama Mall.
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12 RELATED PARTY TRANSACTIONS AND BALANCE (continued)

The Tranche 1 was successfully rolled over at its maturity on 20 December 2020 for further period of 5 years at a
fixed rate of 3.07%. The new maturity date of the principal of Tranche 1 will be on 20 December 2025. Tranche 2 of
the loan is secured by pledge of Al Faris International School Building. The maturity date of the principal will be on
23 March 2021. Tranche 2 carry fixed finance cost of 3.78%. The finance cost is being paid over five years on a semi-
annual basis.

On 30 October 2018, the Fund has obtained a Shariah facility of SR 57,007,000 from Al Rajhi Bank, an affiliate of
the Fund Manager. The facility has a variable profit rate of 3M SAIBOR+1.5%, the term of the facility was 7 years.
The facility was closed and merged with another facility on 9 February 2020.

On 19 August 2019, the Fund has obtained a Shariah facility of SR 57,551,000 from Al Rajhi Bank , an affiliate of
the Fund Manager. The facility has a variable profit rate of 3M SAIBOR+1.5%, the term of the facility is 7 years.

On 6 November 2019, the Fund has obtained a Shariah facility of SR 118,602,000 from Al Rajhi Bank , an affiliate
of the Fund Manager. The facility has a variable profit rate of 3M SAIBOR+1 -5%, the term of the facility is 7 years.
The facility was closed and merged with another facility on 3 February 2020.

On 18 December 2019, the Fund has obtained a Shariah facility of SR 92,302,508 from Al Rajhi Bank , an affiliate of
the Fund Manager. The facility has a variable profit rate of 3M SAIBOR+1.5%, the term of the facility is 7 years.

On 22 December 2019, the Fund has obtained a Shariah facility of SR 65,884,999 from Al Rajhi Bank , an affiliate of
the Fund Manager. The facility has a variable profit rate of 3M SAIBOR+1.5%, the term of the facility is 7 years.

On 4 February 2020, the previous facility of SR 118,602,000 was closed and divided into two facilities of SR
100,000,000 and SR 18,602,000. On 9 February 2020, the new facility of SR 18,602,000 was merged with existing
facility of SR 57,007,000 making the total new facility of SR 75,609,000. The facilities have a variable profit rate of
3M SAIBOR+1.5%, the term of the facility was 7 years. The above drawdowns are secured by pledged of Luluah
warehouse, LULU logistics warehouse, Panda Madain, Al Andalus Jeddah, Panda Khamis Mushait,

13 FAIR VALUE MEASUREMENT

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value measurement is based on the presumption that
the transaction to sell the asset or transfer the liability takes place either:

* In the principal market for the asset or liability, or
° h&eabmwofapﬂncipalmnrket,inthemostadvmtagwusmarkctfortheassetorlisbility.

Assets and liabilities for which fair value is recognized or disclosed are categorized within the fair value hierarchy,
based on the lowest level input that is significant to the fair value measurement as a whole, as follows:

The fair value hierarchy has the following levels:

® Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can
access at the measurement date;

® Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly or indirectly; and

® Level 3 inputs are unobservable inputs for the asset or liability,

Financial assets consist of rental income receivables, accrued rental income and prepayments and other assets,

Financial liabilities consist of deferred rental income, accrued management fee and accrued expenses. The fair values
of financial assets and financial liabilities are not materially different from their carmrying values,
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13 FAIR VALUE MEASUREMENT (continued)
The following table shows the fair value of financial instruments disclosed as at year end:

31 December 2020 Level 1 Level 2 Level 3 Total

SR SR SR SR
Investment measured at fair value through
profit or loss (note 7) 63,875,997 - - 63,875,997
Investment properties (note 9.1) - 2,273,890,500 - 2,273,890,500
Total 63,875,997 2,273,890,500 - 2,337,766,497
31 December 2019 Level 1 Level 2 Level 3 Total

SR SR SR SR
Investment properties (note 9.1) - 2,327,071,376 - 2,327,071,376
Total - 2,327,071,376 - 2,327,071,376

When the fair value of items disclosed in these financial statements cannot be derived from active markets, their fair
value is determined using a variety of valuation techniques that include the use of valuation models, The inputs to
these models are taken from observable markets where possible, but where this is not feasible, estimation is required
in establishing fair values. The estimates include considerations of liquidity and model inputs related to items such as
credit risk, correlation and volatility.

Changes in assumptions about these factors could affect the fair value of items disclosed in these financial statements
and the level where the items are disclosed in the fair value hierarchy.

14 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

The Fund’s activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk. The Fund’s overall
risk management program focuses on the unpredictability of financial markets and secks to minimize potential adverse
effects on the Fund’s financial performance.

Ftnancialmmmmwmmmmmﬂymcmmmmw,MMe
receivable, mmethm&immmmﬁtmlmmmmgmfw,mmmd
Bomwhgs.mmmmmmd@wdmﬁthmeMkammmm
each item. Financial assets and liabilities are offset and net amounts reported in the financial statements, when the Fund
hasalegallyenfmwnblerightmsﬂoﬁ’ﬂxmgnimdamoumsandintmdseiﬁm-toseﬂhonandbasis,ortorulize
the asset and liability simultaneously.

14.1 Market risk

The Fund will be subject to the general conditions of the real estate sector in Saudi Arabia, which itself is influenced by
avarietyoffwtorssuchas,bNMtﬁmhcdmﬂlewaaﬂmmmomicgmwmmmckmgdonhmm,dunmd-
supply, availability of financing, investor sentiment, liquidity, legal and regulatory requirement. The Fund Manager
mmﬂtursonarcgularbasisﬁeﬂwmaﬁmandchangesﬁlﬂmoveralleconomicenvimnmmandbelicvesdmtﬂieimpaa
of such changes is not significant to the Fund.

142 Credit risk
Creditdskistheﬁskﬂmtonepm'tytoﬁnmcialmsuumeutswiﬂfaﬂtodischargcanobligationandcwse the other
party to incur a financial loss. The Fund is exposed to credit risk on the followings:

31 December 31 December

2020 2019
SR SR
Rental income receivable (note 6) 39,694,948 5,196,685
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14 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)
14.2  Credit risk (continued)

The carrying amount of financial assets represents the maximum credit exposure.

The Fund seeks to limit its credit risk with respect to rent receivables by charging rent in advance, providing
discounlsascreditnotesmdbymouitoﬁngoutsmdingbnlmcmonanongoingbasiswiﬁlﬂ:eactualrwuhsforthe
Fund. le:hcr,thel:undlimitsitscmditriskwithrespeclto@eﬁumamlaledpaﬂy,astheFund:xpectsthe
receivables to be fully recoverable as these are secured by promissory notes from the related parties.

Credit risk is managed on a fund basis. For banks and financial institutions, only independently reputable related
parties with a sound credit rating are accepted.

For corporate and retail customers, the Fund assess the risk control and the credit quality of the customer by taking
into account its financial position, past experience and other factors. Individual risk limits are set based on internal

or external ratings in accordance with limits set by the Fund Board. The compliance with credit limits by wholesale
customers is regularly monitored by line management.

143 Liquidity risk

LiquidilyriskisIhcridcthattthtmdmaynutbeabletogmqatemﬂiciantcashrmmesﬁowuleitsobﬁgaﬁonsinﬁxﬂ
asﬁlcyfaﬂdworcanoulydosountermsthataremateﬁaﬂydimdvmtagmus.

TheFmdeagermmimﬁqtﬁdhyrequhunmmbyenmﬁngthatwﬁdmtﬁmdsmavaﬂablemmwtany
cummiuncntsastheyacise,eitherd:mughinmmseﬁleﬁlﬂdSbeetthhgshontmmloansﬁ'omtheFmdeager.

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

31 December 2020 Less than 1 year More than 1 year Total
SR SR SR
Deferred rental income 12,766,899 - 12,766,899
Accrued expenses and other liabilities 7,979,539 - 7,979,539
Accrued management fee 12,613 - 12,613
Borrowings 145,406,600 645,847,999 791,254,599
TOTAL LIABILITIES 166,165,651 645,847,999 812,013,650
31 December 2019 Less than 1 year More than 1 year Total
SR SR SR
Deferred rental income 9,036,161 - 9,036,161
Accrued expenses and other liabilities 7,041,390 - 7,041,390
Accrued Management fee 431,015 - 431,015
Borrowing 254,500,000 536,753,536 791,253,536
TOTAL LIABILITIES 271,008,566 536,753,536 807,762,102

As at 31 December 2020, the Fund’s current liabilities exceeds its current assets by SR 50,536,609 (2019: SR
186,655,270) mainly on account of loan facilities from Al Rajhi Bank, accumulated due as of 31 December 2020 by
an amount of SR 145,406,600 (2019: SR 254,500,000). However, subsequent to the year end, the Fund will sign an
[slmm‘cFinanccAgxmmtwiﬁAlRajhiBank,whichwﬂlcorrocnhcassetsliabﬂiticsmismatchcxisﬁngasofn
December 2020.
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14 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)
144 Currency risk

Cnrremyriskist}wriskﬂmtﬂ:evahcofﬁumcialins&umentswiﬂﬂucmawducmchangminfmignaxchmgcmﬁcs.
Tthunddomnnthavcanysigniﬁmtexpomlocmmcyﬁskallitsmmetmyassetsandmoneta:yliabﬂiﬁesm
denominated in Saudi Riyals.

145  Operational risk

Opmﬁonalriskistheriskofdimdmhdimbssmisﬁ:gﬁomavﬁayofcaumassmiawdwiﬁ:meplmm,
technology and infrastructure supporting the Fund's activities either internally or externally at the Fund's service
pmviderandﬁumextaml%rsoﬂmlhanmdit,lhuidity,cunmcyandmarketriskssmhasthosearishgfmmﬂw
legal and regulatory requirements.

TheFuncfsobjecti\rcistomamgeopuaﬁonalﬂsksoastobalanceﬁmjﬁngofﬁumciallossesanddamageloits
reputation with achieving its investment objective of generating returns to unitholders.

14.6  Property risk
Property risk is the risk related to the investment properties of the Fund. The Fund’s management has identified the
risk that a tenant may become insolvent causing a significant loss of rental income and a reduction in the value of
the associate property. To reduce this risk, the Fund reviews the financial status of all prospective tenants and decides
on the appropriate measures to mitigate this risk.

15 SEGMENT REPORTING

The Fund has invested in eighteen real estate investment properties within the Kingdom of Saudi Arabia. All of the
Fund's activities are interrelated and each activity is dependent on the others. Accordingly, all significant operating
decisions are based upon analysis of the Fund as one segment.

16 DIVIDENDS DISTRIBUTION

In accordance with the approved terms and conditions of the Fund on 9 February 2020, the Fund's Board approved to
distribute dividends for the year ended 31 December 2019 amounting to SR 0.21 per unit totaling SR 33,989,940 to
its unit holders. An amount of SR 28,444,996 was paid on 27 February 2020 and the remaining amount of SR
5,544,944 was netted from the rent receivable due from Al Khaleej Training and Education Company (“unitholder”).
(2019: on 11 February 2019, the Fund's Board approved to distribute dividends with regards to the six month period
ended 31 December 2018 amounting to SAR 0.311 per unit totaling SAR 37,947,139 to its unit holders. The same
was paid on 25 February 2019).

Furthermore, in accordance with the approved terms and conditions of the Fund on 5 August 2020, the Fund's Board
approved to distribute dividends for the period ended 30 June 2020 amounting to SR 0.28 per unit totaling SR
45,319,920 to its unit holders. An amount of SR 37,926,662 was paid on 25 August 2020 and the remaining amount
of SR 7,393,258 was netted from the rent receivable due from Al Khaleej Training and Education Company
(“unitholder”). (2019: on 14 August 2019, the Fund's board of directors has approved to distribute a dividend with
regards to the six month period ended 30 June 2019 for an amount of SAR 0.32 per unit totaling SAR 39,104,195 to
its unit holders. The same was paid on 21 August 2019).
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17 CHANGES IN FUND’S TERMS AND CONDITIONS

During the year ended 31 DeoemberZOZO,ﬂleFundMﬂnaga‘hasmadccertainchmgeslothetemsandcondiﬁons
of the Fund stated as follows:

- Appointment of Alluhaid & Alyahya Chartered Accountants as auditor of the Fund with an annual fee of SR
55,000.

-AmendmentinlistofFundBoardManbﬂ'sasamsuhofresignaﬁonoer. Gaurav Shah.
- Amendment in list of Fund Board Members as a result of resignation of Mr. Abdulaziz Alsabt.

-Amendmentin]istofFundBoadeembmnsaresultofappoinunmt of Mr. Meshel Alshenaifi as Chairman of
the Board of Directors.

- Amendment in list of Fund Board Members as a result of appointment of Mr. Assem Ragaban as non-independent
Board member.

18 CONTINGENCIES
In the opinion of Fund Manager there are no contingencies as at the reporting date.
19 EVENTS AFTER THE REPORTING DATE

On 26 .Tanuary2021,lheP\md'sBomﬂappmvedmdisu-ibmeadividmdformcsbcmmﬂipaiodﬁom 1 July 2020 to 31
December 2020 amounting to SAR 0.28 per unit totalling SAR 45,319,920 to its unit holders.

0n21Febmmy%!l,ﬁeFmdeagwannouncedachmgcin!th\md’sBomﬂofDimctors,ductoﬂ}emignatimof
a Fund Board member Mr. Feras Alsaid (independent member) and the appointment of a Fund Board member Mr.
Abdulaziz Alomair (independent member) as of 18 February 2021.

20 LAST VALUATION DAY
The last valuation day of the year was 31 December 2020.
21 APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the Fund’s Board of Directors on 5 Sha’ban 1442H (Corresponding to 18
March 2021).
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