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INDEPENDENT AUDITOR’'S REPORT

TO THE UNITHOLDERS RIYAD REIT FUND a5

RFPORT ON THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS

OPINION

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated
financial position of the Riyad REIT Fund (“the Fund”) as at 31 December 2022, and its consolidated
financial performance and its consolidated cash flows for the year then ended in accordance with
International Financial Reporting Standards that are endorsed in the Kingdom of Saudi Arabia and other
standards and pronouncements issued by Saudi Organization for Chartered and Professional Accountants
(SOCPA).

We have audited the consolidated financial statements of the fund, which comprise of the following:

The consolidated statement of financial position as at 31 December 2022;

The consolidated statement of comprehensive income for the year then ended;

The consolidated statement of changes in net assets for the year then ended;

The consolidated statement of cash flows for the year then ended, and;

The notes to the consolidated financial statements, including a summary of significant accounting

A 9% % 5 Y

policies.

BASIS FOR OPINION

We conducted our audit in accordance with International Standards on Auditing that are endorsed in the
Kingdom of Saudi Arabia. Our responsibilities under those standards are further described in the Auditors
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
independent from 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 consolidated financial
statements and we have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our

opiniomn.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current pericd. These matters were addressed in the
context of our audit of the consolidated 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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INDEPENDENT AUDITOR’S REPORT

TO THE UNITHOLDERS RIYAD REIT FUND

(2/5)
REPORT ON THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS
KEY AUDIT MATTERS
Key Audit Matters How our audit addressed the key audit matter
Riyad REIT Fund owns a portfolio of investment For impairment of investment properties, we
properties comprising of commercial buildings have carried out the following audit procedures:

located in the Kingdom of Saudi Arabia.
? We obtained two valuation reports from

independent real estate evaluators Tageemn
certified for each investment properties as at
31 December 2022 and confirmed that the
valuation approaches are suitable for use in
determining the carrying values as at the
reporting date;

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

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

is recognized for the amount by which the carrying
amount of the asset exceeds its recoverable amount.

For assessing the impairment of investment imposed scope limitations on their work;

properties, the Fund manager monitors volatility of | # Involved our specialist to assess the key

fair value of properties by engaging independent assumptions and estimates, such as discount

certified property valuers to perform a formal rate, exit yield rate, annual rental income,

valuation of the Fund's investment properties on operating expenditure and occupancy, used

semiannual basis. by the real estate valuation experts in
determining the fair values of the investment
properties.

We considered this as a key audit matter since the
assessment of impairment requires significant P

judgment by the Fund manager an d the potential Assessed the recoverable amount, which is

higher of fair value or value in use of the

impact of impairment if any, could be material to the , _
related investment properties as per the

financial statements. . L
above-mentioned valuation reports. We have

determined that the recoverable amount of
the investment propetties to be higher than
the carrying amount of the same except for
certain properties, which had an immaterial
impairment impact and thus not recorded by
the Fund' s management; and

# We reconciled the average fair value of the
investment properties as per note 20 to the

external valuers’ reports.
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REPORT ON THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS

OTHER INFORMATION

Other information consists of the information included in the Fund’s 2021 annual report, other than the
consolidated financial statements and our auditor’s report thereon. Management is responsible for the other
information in the Fund’s annual report

Our opinion on the consolidated 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 consolidated financial statements, our responsibility is to read the other
information identified above when it becomes available and, in doing so, consider whether the other
information is materially inconsistent with the consolidated financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated.

When we read the other information, if we conclude that there is a2 material misstatement therein, we are
required to communicate the matter to those charged with governance.

RESPONSIBILITIES OF MANAGEMENT AND THOSE CHARGED WITH GOVERNANCE FOR THE
CONSILDATED FINANCIAL STATEMENTS

Fund’s Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with International Financial Reporting Standards (IFRS), that are endorsed in
the Kingdom of Saudi Arabia and other standards and promouncements issued by the SOCPA, the
applicable provisions of the Real Estate Investment funds regulations issued by the Capital Market
Authority and the fund’s terms and conditions, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the Fund’s management is responsible for assessing the
Fund’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the management either intends to liquidate the
Fund or to cease operations, or has no realistic alternative but to do so.

Those charged with governance, i.e. the fund’s Board, are responsible for overseeing the Fund’s financial
reporting process.

Tel. +966 112065333 PO Box 69658 Tel, +966 126525333 PO Box 15651 Tel. +966 138933378 P.O Box 4636

RIYADH JEODAH AL KHOBAR
Fax +966 11206 5444 Riyadh 11557 Fax +766 32 652 2894 Jeddah 21454 Fax +%66 138933349 AlKhobari1557

[Al-Bassam & Co.] C.R. 1010385804 P.P. License 520/11/323 is a member firm of the PKF international limited which administers a family of legally independent firms and does
not accept any respensibility or liability for the actiens or inactians of any individuat member or correspondent firm or Firms Email info.sa@pkf.com Web. www.pkfalbassam.com



Ibrahim Ahmed Al-Bassam & Co
Certified Public Accountants - A-Bagsam & Co.
{member firm of PKF mtetnationaf)

INDEPENDENT AUDITOR'S REPORT

TO THE UNITHOLDERS RTYAD REIT FUND @r5)

REPORT ON THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS

AUDITOR'S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion, Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with International Standards on Auditing “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 consolidated financial
statements.

As part of an audit in accordance with the International Standards on Auditing that are endorsed in the
Kingdom of Saudi Arabia, we exercise professional judgement and maintain professional scepticism
throughout the audit. We also:

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

# 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 management.

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

# Fvaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.
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REPORT ON THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS

AUDITOR'S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS
(Continued)
# Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

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

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

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

For Al-Bassam & Co.

Q.
saM b L(t'-"
Artnigg povits AEEHT

Ahmad Mohandis

Certified Public Accountant
License No. 477

Riyadh: 6 Ramadan 1444
Corresponding to: 28 March 2023
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RIYAD REIT FUND
{Managed By Riyad Capital)

CONSOLIDATED STATEMENT OF FINANCTAL POSITION
As at 31 December 2022

{All amounts in SAR)
Notes 2022 2021

ASSETS
Cash and cash equivalents 7 32,480,182 68,187,474
Accounts receivable 8 34,265,661 91,623,108
Inventories 806,615 1,230,725
Prepayments and other assets 9 73,113,842 56,269,885
Due from related parties 12 469,261 12,791,524
Properties under development 10 79,061,339 34,180,584
Investments carried at fair value through profit or
Joss (FVTPL) 16 £81,922,929 854,641,663
Investment propetties 11 1,922,702,695 1.953,666.,450
TOTAIL ASSETS 3,074,822,524 3,072,591 413
LIABILITIES
Islamic borrowings 13 1,439,174,419 1,367,326,676
Accounts payable 27427114 9,056,522
Uneamed rental income 14 31,349,528 29,512,371
Accrued expenses and other liabilities 15 41,548,860 55,717,454
Due to related parties 12 1,002,081 9,359,343
Employees’ end of service benefits 3,613,197 2,994 450
TOTAL LIABILITIES 1,543,515,199 1,473,966,816
Net assets aitribatable to the Unitholders 1,531,307,324 1,598,624,597
Units in issue (rumbers) 171,697,101 171,697,101
Net assets attributable to each unit at Book value 8.92 9.31
Net assets attributable to each unit at Fair value 20 11.34 10.20
Commifments and contingencies 22

=

-

The accompanying notes (1) to (30) form an integral part of these consolidated financial statements
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RIYAD REIT FUND
(Managed By Riyad Capital)

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year exded 31 December 2022
{All amounts in SAR)

Rental and operating income

Cost of revenues

Investment propertics depreciation
Gross Profit

Property management expenses
Fund management fees

Custody fees

AMllowance for expected credit loss
General and administrative expenses
Net operating income

Dividend income from investments carried at FVTPL
Realized gain on investments carried at FVTFL
Unrealized gain on investments carried at FVTPL
Finance cost

Other income

Net income for the year

Other comprehensive income for the year

Total comprehensive income for the year

Cash from operations
Net income for the year

Investment properties depreciation
Total Funds from operations

"%

MNotes

17
25
11

12

13

i1

2022 2021
210,409,236 180,063,516
(45,678,001) (31,781,836)
(30,963,755) (30,963,755)
133,767,530 117,317,925
(6,886,707) (8,450,518)
(25,565,445) (22,561,772)
(100,000) (100,000)
(2,314,053) (1,695,431)
(51,741,443) (47,482,149)
47,159,881 37,028,055
65,151,271 68,433,314
20,532,353 18,979,988
8,756 .
{49,984,377) (27.891,192)
6,059,699 i
88,927,084 96,550,165
88,927,084 96,550,165

2022 2021
$8,927,084 96,550,165
30,963,755 30,963,755
119,890,839 127,513,920

The accompanying notes (1) to (30) form an integral part of these consolidated financial statements
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RIYAD REIT FUND
(Managed By Riyad Capital)

CONSOLIDATED STATEMENT OF CHANGES IN NET ASSETS ATTRIBUTABLE TO THE

UNITHOLDERS
For the year ended 31 December 2022
(All amounts in SAR)

Net assets value attributable to the Unitholders
at the beginning of the year

Total comprehensive income for the year
Dividends paid during the year

Net assets value attributable to the Unitholders
at the end of the year

Notes 2022 2021
1,598,624,597 1,591,356,925
88,927,084 96,550,165
21 {156,244,357) (89,282.,493)
1,531,307,324 1,598.624,597

The accompanying notes (1) to (30) form an integral part of these consolidated financial statements
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RIYAD REIT FUND
(Managed By Riyad Capital)

CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2022

{All amounts in SAR)
Notes 2022 2021

CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the year 88,927,084 96,550,165
Adfjustments to reconcile net income fo net cash used in
operating activities.
Allowance for expected credit loss 8 2,314,053 9,852,929
Investment properties depreciation 11 30,963,755 30,963,755
Finance cost 13 49,984,877 27,891,192
Changes in operating assets and liabilities
Accounts receivable 5,043,394 (48,713,028)
Inventories 424,110 (278,250)
Prepayments and other receivables (16,843,957) (13,994,498)
Due from Related Parties 12,322,263 (12,594,968)
Properties under development (44,880,755) (18,923,054)
Accounts payable 18,370,592 1,853,547
Accrued expenses and other liabilities (20,647,778) (3,767,548)
Employees’ end of service benefits 18,747 151,670
EUnearned rental income 1,837,157 11,188,123
Due to refated parties (8,357,262) 7,812,837
Purchase of investment properties - (195,766,435)
Net cash generated from / (used in) operating
activities 119,476,280 (107,773,563)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments carried at FVTPL 16 (111,847,631 (264,094.686)
Proceeds from sale of invesiments carried at FVTPL 84,566,366 =
Net cash used in investing activities {27,281,266) (264,094,686}
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of Islamic borrowings - (222,770,531)
Proceeds from Islamic borrowings 13 34,821,234 743,231,347
Finance cost paid (6,479,184) (21,412,009}
Dividends paid 21 {156,244,357) (89,282 493)
Net cash (used in) / generated from financing
activities {127,902,307) 409,766,314
Net change in cash and cash equivalents (35,707,292) 37,898,066
Cash and cash equivalents at the beginning of the year 68,187,474 30,289,408
Cash and cash equivalenis at the end of the year 32,480,182 68,187,474

| | l ‘%i_‘ =

The accompanying notes (1) to (30) form an integral part of these consolidated financial statements
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RIYAD REIT FUND

(Managed By Riyad Capital)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2022

(All amounts in SAR)

1. THE FUND AND ITS ACTIVITIES

Rivad REIT (the “REIT” or the “Fund”) is a closed-ended Shari’ah-compliant real estate investment traded
fund. The REIT operates in accordance with Real Estate Investment Funds Regulations issued by the Capital
Market Authority (CMA). The REIT is listed on Tadawul and units of the REIT traded on Tadawul in
accordance with the relevant rules and regulations. The REIT is managed by Riyad Capital (the “Fund
Manager”), One Person Closed Joint Stock Company under commercial registration no, 1010239234, and an
Authorized Person licensed by the CMA under license no. 07070-37. Also, a 100% owned subsidiary of Riyad
Bank. The subscribed units of the REIT equal to 171,697,101 unit. The REIT has a term of 99 years, which is
extendable at the discretion of the Fund Manager with the prior approval by the CMA.

The primary investment objective of the REIT is to provide its investors with income by investing in income-
generating real estate assets primarily in the Kingdom of Saudi Arabia. While the REIT will primarily invest
in such assets, the REIT may opportunistically invest in real estate development projects; provided that (i) at
least 75% of the REIT’s total assets are invested in developed real estate assets which generate periodic income
and (ii} the REIT may not invest in vacant land.

The REIT may on, a secondary basis, invest in development opportunities with profitable growth potentials
that cater for specific real-estate needs, previously unavailable in certain areas. An added value is expected, in
the medium term, to be created to Unitholders in such development projects. In the long term, the REIT’s
investment portfolio will continue to focus on attractive investment opportunities in different real-estate
sectors, including, but not limited to, offices, trade exhibitions, houses, hospitality facilities, warehouses, etc.
in order to build a real-estate base with diverse and stable income to Unitholders as well as achieve reasonable
increase in the portfolio value.

These consolidated financial statements include the information of the REIT and its following subsidiaries
(Collectively Group) as of 31 December 2022 and 2021.

Proportion of
Ownership Interest and
Name of subsidiary * Principal Activity Country Voting Power Held

Durrat Aldahia real estate N
Company — Burj Rafal Hotel kot L 100%

Durrat Hittin company — "

Braira Hattin Hotel Lol L {0z

Rafal Hotel Company Hotel KSA 100%
Takhtlt_Al Marafiq operations Ope.ratmg and KSA 100%

and maintenance Co maintenance

Shati Al Khobar Hotel Ksa 100%

* All companies are held in the name of Riyadh Real Estate income Company (the “SPV”} “special purpose
vehicle” or by companies owned by the SPV. The SPV are holding these companies for the beneficial
ownership of the Fund and does not possess any controlling interest or any stake in the companies.



RIYAD REIT FUND

(Managed By Riyad Capital)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2022

{All amounts in SAR)

2. REGULATING AUTHORITY

The Fund is governed by the Real Estate Investment Funds Regulation (the “Regulation”) published by CMA
on 12 Rajab 1442H (corresponding to 24 February 2021}, detailing requirements for all real estate funds and
all traded funds within the Kingdom of Saudi Arabia.

3.  BASIS OF PREPARATION
3.1 Statement of compliance

These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards “IFRS” that are endorsed in the Kingdom of Saudi Arabia and other standards and
pronouncements that arc issued by the Saudi Organization of Chartered and Professional Accountants
(“SOCPA”) (collectively referred to “IFRS as endorsed in KSA”).

Assets and liabilities in the consolidated statement of financial position are presented in the order of liquidity.
3.2 Basis of measurement and functional and presentation currency

These consolidated financial staiements have been prepared based on the historical cost convention except for
investments measured at FVTPL, and the amounts are presented in Saudi Arabian Riyals (SAR), which is REITs
functional and presentation currency.

3.3 Significant accounting judgments, estimates and assumptions

The preparation of the consolidated financial statements requires management to make judgments, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the accompanying
disclosures, and contingencies. Uncertainty about these assumptions and estimates could result in outcomes that
require a material adjustment to the carrying amount of assets or liabilities affected in future petiods.

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date,
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within
the next accounting period, are described below. REIT based its assumptions and estimates on parameters
available when the consolidated financial statements were prepared. Existing circumstances and assumptions
about future developments, however, may change due to market changes or circumstances arising beyond the
control of REIT. Such changes are reflected in the assumptions when they occur.

Judgments

Going Concern

REIT’s management has assessed REIT’s ability to continue as a going concern and is satisfied that the REIT
has the resources to continue in business for the foreseeable future, Furthermore, the management is not aware

of any material uncertainties that may cast significant doubts on REIT’s ability to continue as a going concern.
Accordingly, these consolidated financial statements have been prepared on the going concern basis.

=10 -



RIYAD REIT FUND

(Managed By Riyad Capital)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2022

{All amounts in SAR)

3. BASIS OF PREPARATION (CONTINUED)

3.3 Significant accounting judgments, estimates and assumptions (Continued)
Estimates

Valuation of investment property

Impairment occurs when the carrying value of an asset or cash-generating unit exceeds its recoverable amount,
which is the higher of its fait value less costs to sell and its value in use. The fair value less cost to sell calculation
is hased on available data from binding sales transactions, conducted at arm’s length, for similar assets or
observable market prices less incremental costs for disposing of the asset. The value in use calculation is based
on a discounted cash flows model. The cash flows are derived from the budget for the assets” useful lives and do
not include restructuring activities that the Fund is not yet committed to or significant future investments that will
enhance each assets performance of the cash-generating unit being reviewed. The recoverable amount is sensitive
to the discount rate used for the discounted cash flows model as well as the discounted future cash inflows and
the growth rate used for cash flows extrapolation purposes.

Impairment of non-financial assets

The carrying amounts of the non-financial assets are reviewed at the end of each reporting date or more frequently
to determine whether there is any indication of impairment. If any such indication exists, then the asset’s
recoverable amount is estimated.

An impairment loss is recognized if the carrying amount of an asset or a cash-generating unit exceeds the
recoverable amount, The recoverable amount of an asset or cash-generating unit is the higher of its value in use
and its fair value less costs to sell. In assessing value in use, the estimated future cash flows are discounted to
their present values using the pre-tax discount rate that reflects the current market assessments of time value of
motey and the asset-specific risks. The fair value less cost to sell is based on observable market prices or, if no
observable market prices exist, estimated prices for similar assets or if no estimated prices for similar assets are
available, then based on discounted future cash flows calculations.

Residual and useful lives of investment property

The REIT’s management determines the estimated useful lives of investment propetties for calculating
depreciation. These estimates are determined after considering the expected usage of the assets or physical wear
and tear. Management will review the salvage value and useful lives annually and annual depreciation charge
would be adjusted where the management believes the useful lives differed from previous estimates.

Expected credit losses

The measurement of the expected credit loss allowance for financial assets measured at amortized cost is an area
that requires the use of complex models and significant assumptions about future economic conditions and credit
behaviour.

A number of significant judgments are also required in applying the accounting requirements for measuring
expected credit loss (ECL), such as:

11 -



RIYAD REIT FUND

(Managed By Riyad Capital)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2022

{All amounts in SAR)

3. BASIS OF PREPARATION (CONTINUED)

3.3 Significant accounting judgments, estimates and assumptions (Continued)
Estimates (Continued)

Expected credit losses (Continued)

o Determining criteria for significant increase in credit risk.

» Choosing appropriate models and assumptions for the measurement of ECL.

o Establishing the number and relative weightings of forward-looking scenarios for each type of
product/market and the associated ECL; and

e Establishing group of similar financial assets for the purposes of measuring ECL.

The significant accounting policies used in the preparation of these consolidated financial statements are set
out as follows, these policies have been consistently applied to all years, unless otherwise stated.

3.4 Basis of consolidation
Subsidiaries

Subsidiaries are all entities controlled by the Group. Although the fund is an investment entity, the financial
statements have been consolidated with the subsidiaries, as the main purpose of establishing these companies is
to provide services related to the investment activities of the REIT. Control is achieved when the Group has rights
to the returns, from its involvement in the investee and has the ability to affect those returns through its control
over the investee. Specifically, the Group controls an investee if, and only if, the Group has all the following:

e Power over the investee (i.e., existing rights that give it the ability to direct the activities of the investee);
« Exposure, or rights, to variable returns from its involvement in the investee; and
» The ability to use its power over the investee to affect its retwns.

Generally, there is a presumption that a majority of voting rights results in control. To support this presumption,
and when the Group has less than the majority of the voting rights in an investee, the Group considers all relevant
facts and circumstances in assessing whether it has control over the investee, including:

» the contractual arrangements with the other voting rights holders in the investee.
e rights arising from other contractual arrangements; and
s the Group’s voting rights and potential voting rights.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are
changes in one or more of the three elements of control. Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the Group loses control over the subsidiary. Subsidiaries are
fully consolidated from the date on which control is transferred to the Group and de-consolidated from the date
that control ceases.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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3. BASIS OF PREPARATION (CONTINUED)

3.4 Basis of consolidation (Continued)

Subsidiaries (Continued)

Accounting for business combinations involving entities or businesses under joint control

Accounting for business combinations involving entities or businesses under joint control is outside the scope of
IFRS 3 “Business Combinations”. In the case of an absence of specific guidance in IFRS, management uses its
judgement in developing and applying an accounting policy that is relevant and reliable. In making that
judgement, the management may also censider the most recent pronouncements by other standard-setters that
use a similar conceptual framework to develop accounting standards, to the extent that these do not conflict with
the IFRS Framework or any other IFRS or Interpretations. Several such entities have issued guidance, and some
allow the pooling of interests method in accounting for business combinations involving entifies under joint
control.

The management has adopted the pooling of interests method to account for the business combinations of entities
under joint control. This method involves the following:

e The assets and liabilities of the combined entities are reported at their carrying values (no fair valuation).

o Nonew goodwill is recognized as a result of combination. And if there is goodwill arising from the difference
between the consideration paid and the equity acquired it is reported directly in the equity.

¢ The consolidated statement of profit or loss of the combined entities presents the results of the full year
irrespective of when the combination took place.

Non-controtling interest

NCI, if any, are measured initially at their proportionate share of the acquirer’s identifiable net assets at the date
of acquisition.

Changes in the Group’s interest in a subsidiary that do not result in a loss of control are accounted for as equity
transactions.

The share of profits or losses and the net assets that the Group does not control if they exist is presented separately
in the consolidated statement of profit and loss and within equity in the consolidated statement of financial
position. If the Group retains any interest in the previous subsidiary, then such interest is measured at fair value
on the date when control is lost.

Transactions eliminated on consolidation
Intercompany transactions, balances and unrealized profits or losses on transactions between Group companies

are eliminated. Accounting policies of subsidiaries are changed, if necessary, to ensure consistency with the
policies adopted by the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2022

(All amounts in SAR)

4. SIGNIFICANT ACCOUNTING POLICIES
Cash and cash equivalents

Cash and cash equivalents for the purpose of consolidated cash flows represent cash at banks in current accounts
and other short-term highly liquid investments with original maturities of three month or less, if any, which are
available fo the Fund without any restrictions. Cash and cash equivalents are measured at amortized cost within
the consolidated statement of financial position.

Accounts receivable

Receivables are initially measured at fair value plus incremental direct transaction costs, and subsequently at
their amortized cost using effective interest method. Allowance for impairment of reccivables is always
measured at an amount equal to lifetime ECL.

Inventories

Inventory is stated at the lower of cost and net realized value. Cost, which is determined on the weighted
average basis, comprises expenditure incurred in the normal course of business in getting inventories. Net
realized value is the estimated selling price in the ordinary course of business, less the estimated costs necessary
for the sale. If necessary, an impairment provision is made for obsolete, slow moving and defective inventory
items.

Property under development

Properties acquired, constructed or are under construction and development are classified as development
properties. The cost of development properties includes the cost of land and other related expenditure. The
property shall be considered completed when all related activities, including the infrastructure and facilities for
the entire project, have been completed and handed over for its intended use. The Fund’s management reviews
the carrying values of the development properties at each reporting date. Commissions on tawarruq facility
associated with properties under development is being capitalized till the related property is ready for use.

Foreign currency

Transactions in foreign currencies are translated into the Saudi Arabian Riyals at the spot prevailing exchange
rates on the date of the transactions. The balances of financial assets and financial liabilities denominated in
foreign currencies are also iranslated into Saudi Arabian Riyals at the year-end using the exchange rates
prevailing on that date.

For monetary items, the foreign currency gain or loss is the difference between the cost paid in the functional
currency at the beginning of the year adjusted at the effective yield rate and payments made during the year, and
the cost paid in the foreign currency translated at the exchange rate at the end of the year. Non-monetary items
that are measured in terms of historical cost in a foreign currency are translated using the exchange rates at the
dates of the initial transactions. Currency exchange gains or losses resulting from adjustment and translation
operations are recognized in the consolidated statement of income.

Investment property
Investment properties are non-current assets held either to earn rental income or for capital appreciation or for
both, but not for sale in the ordinary course of operations, use in the production or supply of goods or services

or for administrative purposes. Investment property is measured within cost model on initial recognition and
subsequently at cost less accumulated depreciation and impairment losses if any.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Investment property (Continued)

Investment properties are derecognized when they are sold, owner-occupied or in case of not holding it for an
increase in its value.

Any gain or loss on disposal of the investment property (calcul ated as the difference between the net proceeds
from disposal and the carrying amount of the item) is recognized in profit or loss. When investment property
that was previously classified as property and equipment is sold, any related amount included in the revaluation
reserve is transferred to retained earnings.

Cost includes expenditure that is directly attributable to the acquisition of the investment property. The cost of
self-constructed investment property includes the cost of materials and direct labor, any other costs directly
attributable to bringing the investment property to an operating condition for its intended use and capitalized
borrowing costs

Useful lives of different components of investment property are as follows:

Items Useful Life
Building 50 Years
Equipment 15 Years

The carrying amounts of the Fund’s non-financial assets are reviewed at each reporting date to determine whether
there is any indication of impairment. If any such indication exists, then the asset’s recoverable amount is
estimated.

Impairment occurs when the carrying value of an asset or cash-generating unit (“CGU”) exceeds the recoverable
amount, which is the higher of the fair value less costs to sell and value in use. The recoverable amount is
determined for an individual asset unless the asset does not generate cash inflows that are largely independent of
those from other assets or groups of assets. When the carrying amount of an asset or CGU exceeds its recoverable
amount, the asset is considered impaired and is reduced to its recoverable amount as a cash-generating unit. In
determining fair value less costs of disposal, recent market transactions are taken into account. If no such
transactions can be identified, an appropriate valuation model is used. The value in use is based on a discounted
cash flow (DCF) model, whereby the future expected cash flows are discounted using a pre-tax discount rate that
reflects current market assessments of the time value of money asset-specific risks. Impairment losses are
recognized in the statement of comprehensive income.

An assessment is made at each reporting date to determine whether there is an indication that previously
recognized impairment losses no longer exist or have decreased. If such indication exists, the Fund estimates the
assel’s or CGLs recoverable amount. A previously recognized impairment loss is reversed only if there has been
a change in the assumptions used to determine the asset’s recoverable amount since the last impairment loss was
recognized. The reversal is limited so that the carrying amount of the asset does not exceed its recoverable
amount, nor exceed the carrying amount that would have been determined, net of depreciation, had no impairment
Joss been recognized for the asset in prior years. Such reversal is recognized in the statement of comprehensive
income.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Impairment of non-current assets

Properties are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognized for the amount by which the carrying amount
of the asset exceeds its recoverable amount which is the higher of an asset’s fair value less cost to sell and value
in use. Where an impairment loss subsequently reverses, the carrying amount of the property is increased to the
estimate of its recoverable amount, but the increased carrying amount should not exceed the carrying amount that
would have been determine. A reversal of an impairment loss is recognized as income immediately in the
consolidated statement of comprehensive income.

Accrued expenses and other liabilities

Accrued expenses and other payables are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method. A provision is recognised when the REIT has a present legal
or constructive obligation as a result of past events, it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation, and amount can be reliably measured. Provision is not
recognised for future operating loss.

Revenue Recognition
The Fund recognises revenue from contracts with customers based on a five-step model-

Step I. Identify the contract with a customer. A contract is defined as an agreement befween two or more parties
that creates enforceable rights and obligations and sets out the criteria that must be met.

Step 2. Identify the performance obligations in the contract: A performance obligation is a promise in a contract
with a customer to transfer a good or service to the customer.

Step3 Determine the transaction price: The transaction price is the amount of consideration to which the Fund
expects to be entitled in exchange for transferring promised goods or services to a customer, excluding
amounts collected on behalf of third parties.

Step 4. Allocate the transaction price to the performance obligations in the contract: For a contract that has more
than one performance obligation, the Fund will allocate the transaction price to each performance
obligation in an amount that depicts the amount of consideration to which the Fund expects to be entitled
in exchange for satisfying each performance obligation.

Step 5. Recognise revenue when (or as) the entity satisfies a performance obligation.

The Fund satisfies a performance obligation and recognises revenue over time, if one of the following criteria is

met:

e  The customer simultaneously receives and consumes the benefits provided by the Fund's performance as the
Fund performs; or

s  The Fund's performance creates or enhances an asset that the customer controls as the asset is created or
enhanced; or

e The Fund's performance does not create an asset with an alternative use to the Fund and the Fund has an
enforceable right to payment for performance completed to date.
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4, SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Revenue Recognition {continued)

For performance obligations, where one of the above conditions are not met, revenue is recognised at the point
in time at which the performance obligation is satisfied. When the Fund satisfies a performance obligation by
detivering the promised services, it creates a contract asset based on the amount of consideration earned by the
performance. Where the amount billed to the customer exceeds the amount of revenue recognised, this gives rise
to a contract liability. Revenue is measured at the fair value of the consideration received or receivable, taking
into account contractually defined terms of payment.

The specific recognition criteria described below must also be met before revenue is recognised.

Rental income from lease of investment property

Rental income arising from operating leases on investment properties is recognized, net of discount, in
accordance with the terms of leases over the lease term on a straight-line basis, except where an alternative basis
is more representative of the pattern of benefits to be derived from the leased asset.

Income from hotels operation

Income from hotel services includes income from rooms, food and beverages and other related services
provided. Revenue is recognized net of discounts, applicable taxes, and municipal fees on an accrual basis
when those services are provided in accordance with IFRS 15.

Service incurred

Revenue from services (food and beverages) is recognized when the hotel fulfils the performance obligation.
The hotel recognizes the revenue once the service has been provided.

Dividends income

Dividend income is recognized when the right to receive is established. Dividends are reflected as a component
of net trading income, net income from investments at FVTPL, financial instruments or other operating income
based on the underlying classification of the equity instrument

Finance costs

Finance costs directly attributable to the acquisition, construction or production of a qualifying asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalized as part of

the cost of the respective asset. All other finance costs are expensed in the period in which they occur. finance
costs consist of interest and other costs that an entity incurs in connection with the financing of funds.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Expenses

Expenses including property management expenses, Fund management fees, custody fees and other fees are
recorded on accrual basis.

Zakat

Zakat is the obligation of the Unitholders and is not provided for in these consolidated financial statements. The
Zakat amount which is charged in the consolidated statement of comprehensive income is related to the
subsidiaries. Zakat charge for the year not recognized in this consolidated financial statements since the amount
is not material

Net Assets (Equity) per unit

The equity per unit is calculated by dividing the equity attributable to the unitholders included in the statement
of financial position by the numbers of units outstanding at the year/period end.

Units in issue

The Fund has units in issue. On liquidation of the Fund, they entitle the holders to the residual net assets. They
are classified equally in all respects and have identical terms and conditions. The units provide investors with the
right to require redemption for cash at a vaiue proportionate to the investor’s share in the Fund’s net assets in the
event of the Fund’s liquidation.

Units are classified as equity as they meet all of the following conditions:

e it entitles the holder to a pro rata share of the Fund’s net assets in the event of the Fund’s liquidation;

e it isin the class of instruments that is subordinate to all other classes of instruments;

o all financial instruments in the class of instruments that is subordinate to all other classes of instruments
have identical features;

e apart from the contractual obligation for the Fund to repurchase or redeem the instrument for cash or another
financial asset, the instrument does not include any other features that would require classification as a
liability; and;

o The total expected cash flows attributable to the instrument over its life are based substantially on the profit
or loss, and the change in recognized and unrecognized net assets of the fund over the life of the instrument.

Dividends

Dividends to the unitholders is recognized as a liability in the financial statements in the period in which the
dividends are approved by the Fund's Board.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments
Recognition and initial measurement

Receivables from operating leases issued are initially recognized when they are originated. All other financial
assets and financial liabilities are initially recognized when the Group becomes a party to the contractual
provisions of the instrument.

A financial asset (unless it is a receivable from operating leases without a significant financing component) or
financial liability is initially measured at fair value plus, for an item not at Fair Value Through Profit or Loss
(FVTPL), transaction costs that are directly attributable to its acquisition or issue. Receivable from operating
leases without a significant financing component is initially measured at the transaction price.

Financial assets
Classification of financial assets

On initial recognition, a financial asset is classified as measured at amortized cost, fair value through other
comprehensive income (FVOCI) or fair value through profit or loss (FVTPL).

A financial asset is measured at amortized cost if it meets the following conditions:

a) the financial asset is held within a business model whose objective is to hold financial assets in order to collect
confractual cash flows; and

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

A financial asset shall be measured at FVOCI if both of the following conditions are met:

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

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

A financial asset shall be measured at FVTPL unless it is measured at amortized cost or at FVOCL
Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading, financial assets
designated upon initial recognition at fair value through profit or loss, or fmanci al assets mandatorily required to
be measured at fair value. Financial assets are classified as held for trading if they are acquired for the purpose
of selling or repurchasing in the near term. Derivatives, including separated embedded derivatives, are also
classified as held for trading unless they are designated as effective hedging instruments. Financial assets with
cash flows that are not solely payments of principal and interest are classified and measured at fair value through
profit or loss, irrespective of the business model. Notwithstanding the criteria for debt instruments to be classified
at amortized cost or at fair value through OCI, as described above, debt instruments may be designated at fair
value through profit or loss on initial recognition if doing so elimmates, or significantly reduces, an accounting
mismatch.

Financial assets at fair value through profit or loss are carried in the statement of financial position at fair value
with net changes in fair value recognized in the statement of profit or loss.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (Continued}

Financial assets (Continued)

Subsequent measurement

The following accounting policies apply to the subsequent measurement of financial assets.

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

These assets are subsequently measured at amortized cost using the effective interest
method. The amortized cost is reduced by impairment losses. Interest income,
foreign exchange gain, loss, and impairment are recognized in income statement.
Any gain or loss on derecognition is recognized in consolidated statement of profit
or loss.

Financial assets at
FVTPL

Financial assets at
amortized cost

Reclassification

Financial assets are not reclassified subsequent to their initial recognition, except in the period within which the
Group changes its business model for managing financial assets.

Derecognition

A financial asset is derecognized when:

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

a) the Group has transferred substantially all the risks and rewards of the asset, or

b} the Fund has neither transferred nor retained substantially all the risks and rewards of the asset but has
transferred control of the asset.

Impairment of financial assets

Recognition of credit losses is no Jonger dependent on the Group first identifying a credit loss event. Instead, the

Group considers a broader range of information when assessing credit risk and measuring expected credit losses,

including past events, reasonable and supportable forecasts that affect the actual collectability of the future cash

flows of the insirument.

Expected credit losses assessment:

The Fund applies IFRS 9 simplified approach for measuring expected credit losses, which uses a lifetime ECL
allowance. The method is applied for assessing an allowance against:

- financial assets measured at amortized cost
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)
Financial assets (Continued)

The expected loss rates are based on the payment profiles of receivables over a period of 12 months before
each reported period and corresponding historical credit losses experienced within this period. The historical
loss rates are adjusted to reflect current and forward-looking information on macroeconomic factors affecting
the ability of the customers to settle the receivables. The Fund has identified GDP of the Kingdom of Saudi
Arabia (the country in which it renders the services), inflation rate to be the most relevant factor and
accordingly adjusts the historical loss rates based on expected changes in these factors.

The expected loss approach divide the total loss amount modelling into the following parts: Probability of
Default (PD), Loss Given Default (LGD), Exposure at Default (EAD). These are briefly described below:

Loss Given Default (LGD): This is an estimate of the loss arising on default. It is based on the difference
between the contractual cash flows due and those that the lender would expect to receive, including from any
collateral. It is usually expressed as a percentage of the EAD.

Probability of Default (PD): the likelihood of a default over a particular time horizon.

Exposure at Default (EAD): This is an estimate of the exposure at a future default date, taking into account
expected changes in the exposure after the reporting date, including repayments of principal and interest, and
expected drawdowns on commitment facilities.

Model and Framework

The Fund uses a point in time (PIT) probability of default model to measure its impairment of financial assets.
Point-in-time PD models incorporate information from a current credit cycle and assess risk at a point-in-time.
The point-in-time PD term structure can be used to measure credit deterjoration and starting PD when
performing the allowance calculations. Also, when calculating lifetime ECL, after the inputs are correctly
converted, cash flows can be projected and gross carrying amount, loss allowance, and amortized cost for the
financial instrument are then calculated.

Macroeconomic weighted average scenarios

The Fund includes a macroeconomic factor of GDP, inflation rate and government spending to develop
multiple scenarios, the purpose is towards the realization of most likely outcome using worst- and best-case
scenarios. The scenario-based analysis incorporates forward-looking information into the impairment
estimation using muliiple forward-looking macroeconomic scenarios. The estimate of ECL reflects an
unbiased probability-weighted amount that is determined by evaluating a range of possible outcomes.

After the inputs to the model are adjusted for the above-mentioned macroeconomic scenarios, PD of each

scenario is calculated and then weighted average PD based on the likelihood of scenarios is calculated. In the
last step, a weighted average lifetime ECL based on the likelihood of the scenarios is determined.
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4, SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)

Financial assets (Continued)

Portfolio segmentation

The fund assesses its financial assets based on credit risk characteristics using segmentations such as
geographical region, type of customer, customer rating etc. The different segments reflect differences in PDs
and in recovery rates in the event of "default".

Definition of default
In the above context, the Group considers default when:

- the customer is unlikely to pay its credit obligations to the Group in full, without recourse by the Group to
actions such as realizing collateral (if any is held by the Group); or

- the customer is more than 360 days past due on any material credit obligation to the Group. As the industry
norm suggests that such a period fairly represents the default scenario for the Group, this rebuts the
presumption of 90 days mentioned in IFRS 9.

The carrying amount of the asset is reduced using the above model and the loss is recognized in the
consolidated statement of comprehensive income. Receivables, together with the associated allowance are
written off when there is no realistic prospect of future recovery, and all collateral has been realized or has
been transferred to the Group. If in a subsequent year, the amount of the estimated impairment loss increases
or decreases because of an event occurring after the impairment was recognized, the previously recognized
impairment loss is increased or reduced. Ifa write-off is later recovered, the recovery is recognized under other
income in the consolidated statement of profit or loss.

Specific provision

Specific provision is recognized on customer-to-customer basis at every reporting date. The Group recognizes
specific provision against receivables from certain customers. Provisions are reversed only when the
putstanding amounts are recovered from the customers.

Write-off
The gross carrying amount of a financial asset is written off (either partially or in full) to the extent that there
is no realistic prospect of recovery. This is generally the case when the Group determines that the debtor does

not have assets or sources of income that could generate sufficient cash flows to repay the amounts subject to
the write-off.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)
Financial liabilities

All financial liabilities are recognized initially at fair value and, in the case of borrowings and advances, net
of directly atiributable transaction costs. The Group’s financial liabilities mainly include trade and other
payables, related party, and borrowings. After initial recognition, borrowings and advances are subsequently
measured at amortized cost using the effective interest method.

Derecognition

The Group derecognizes financial liabilities when the contractual obligations are discharged, cancelled or
expired.

Modifications of financial assets and financial labilities
Financial assets

If the terms of the financial asset are modified, the Group evaluates whether the cash flows of the modified
asset are substantially different. If the cash flows are substantially different, then the contractual rights to cash
flows from the original financial asset are deemed to have expired. In this case, the original financial asset is
derecognized, and a new financial asset is recognized at fair value.

If the cash flows of the modified asset carried at amortized cost are not substantially different, then the
modification does not result in derecognition of the financial asset. In this case, the Group recalculates the
gross carrying amount of the financial asset and recognizes the amount adjusting the gross carrying amount as
modification gain or loss in the consolidated statement of profit or loss.

Financial liabilities

The Group derecognizes a financial liability when its terms are modified, and the cash flows of the modified
liability are substantially different. In this case, a new financial liability based on the modified terms is
recognized at fair value. The difference between the carrying amount of the financial liability distinguished
and the new financial liability with modified terms are recognized in the consolidated statement of profit or
loss.

Offserting of financial instruments

Financial assets and financial liabilities are offsct, and the net amount is reported in the consolidated statement
of financial position if there is a currently enforceable legal right to offset the recognized amounts and there is
an intention to settle on a net basis, to realize the assets and settle the liabilities simultaneously.

Non-current assets classified as held for sale are presented separately and measured at the lower of their
carrying amounts immediately prior to their classification as held for sale and their fair value less costs to sell.
However, some held for sale assets such as financial assets, continue to be measured in accordance with the
Group’s relevant accounting policy for those assets. Once classified as held for sale, the assets are not subject
to depreciation or amortization.

Any profit or loss arising from the sale of a discontinued operation or its remeasurement to fair value less costs
to sell is presented as part of a single line item, profit or loss from discontinued operations.
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5. NEW STANDARDS, AMENDMENTS, AND INTERPRETATIONS
Amendments

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

New amendments to standards issued and applied effective in the year 2022

Effective for
annual years
Amendments to beginning on
standard Description or after Summary of the amendment
The amendments specify that the ‘cost of
fulfilling’ a contract comprises the ‘costs that
Onerous Contracts relate directly to the contract. These amendments
IAS 37 Cost of Fulfillinga January 1,2022 apply to contracts for which the entity has not yet
Contract fulfilled all its obligations at the beginning of the

annual reporting period in which the entity first
applies the amendments.

IFRS 16: The amendment removes the illustration
of the reimbursement of leasehold improvements.
[FRS 9: The amendment clarifies that in applying
the ‘10 per cent’ test to assess whether to
derecognize a financial liability, an entity
includes only fees paid or received between the
entity (the borrower) and the lender. The
Annual amendment is to be applied prospectively to
IFRS 16, [FRS 9,  Improvementsto | 5499 modifications and exchanges that occur on or
IAS 41 and IFRS 1 IFRS Standards S after the date the entity first applies the
2018-2020 amendment.
IAS 41: The amendment removes the requirement
in TAS 41 for entities to exclude cash flows for
taxation when measuring tair value.
IFRS 1: The amendment provides additional
relief to a subsidiary which becomes a first-time
adopter later than its parent in respect of
accounting for cumulative translation difference.

The amendments prohibit deducting from the cost
Property, Plant and of an item of property, plant and equipment any

Equipment: proceeds from selling items produced before that
LS P;]oceeds before danusynies asset is available for use}.) Additionally, the
Intended Use amendments also clarify the meaning of ‘testing
whether an asset is functioning properly’.
Reference to the The amendment as a whole updated IFRS 3 so
IFRS 3 Conceptual January 1,2022 that it refers to the 2018 Conceptual Framework
Framewark instead of the 1989 Framework.
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5. NEW STANDARDS, AMENDMENTS, AND INTERPRETATIONS (CONTINUED}

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

The Company has not applied the following new and revised IFRSs and amendments to IFRS that have
been issued but are not yet effective.

Amendments to
standard

Description

Effective for

annual years

beginning on
or after

Summary of the amendment

[FRS 17

Insurance
Contracts

January 1, 2023

This is comprehensive new accounting standard
for insurance contracts covering recognition and
measurement, presentation and disclosure. Once
effective, IFRS 17 (along with its subsequent
amendments) will replace IFRS 4 Insurance
Contracts (IFRS 4) that was issued in 2005.

IAS 1

Classification of
Liabilities as
Current or Non-
current

January 1, 2023

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

JAS 1 and IFRS

Disclosure of

This amendment deals with assisting entities to

Practice Statement accounting January 1, 2023 decide which accounting policies to disclose in
2) policies their financial statements
Amendment to This amendments regarding the definition of
definition of accounting estimates to help entities to
Ll accounting lantatyd, 2908 distinguisﬁ between accountingp policies and
estimate accounting estimates.
This amendment deals with clarification
IAS 12 Income taxes January 1, 2023 regarding accounting of deferred tax on
transactions such as leases and decommissioning
obligations
Sale or The amendments to IFRS 10 and IAS 28 deal with
Contribution of situations where there is a sale or contribution of
Amendment to

IFRS 10 and IAS
28

Assets between an
Investor and its
Associate or Joint
Venture

N/A

assets between an investor and its associate or
joint venture. Specifically, the amendments state
that gains or losses resulting from the loss of
control of a subsidiary.

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

application.
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6. MANAGEMENT FEES, OTHER EXPENSES AND TRANSACTIONS FEES

MANAGEMENT FEES, OTHER EXPENSES

On semiannual basis the Fund Manager charges the Fund, management fees at the rate of 1.2 % per annum of
the fair value of Fund's total assets. The Fund Manager also recovers from the Fund any other expenses incurred
on behalf of the Fund such as audit and legal fees, board compensation and other similar charges.

TRANSACTIONS FEES

Further, the Fund Manager charges the Fund, one-time transaction fee af the rate of 1 % on the acquisition or sale
value of the real estate assets purchased or sold by the fund.

7. CASH AND CASH EQUIVALENTS

Notes 2022 2021
Cash on hand 397,588 239,791
Investment account 7.1 1,8%6,600 172,706
Cash at bank 7.2 30,185,994 67,774,977
32,480,182 68,187,474

71 Investment account is held with Riyad Capital, a related party (Note 12). The Fund does not earn
commission on these accounts.

77 Cash at Bank also includes current account with Riyad Bank, a related party (Note 12). The Fund does not
earn cominission on these cwrrent accounts.

8. ACCOUNTS RECEIVABLE, NET

2022 2021
Accounts receivable 96,432,643 101,476,037
Allowance for expected credit loss (12,166,982) (9,852,929}
84,265,661 91,623,108

The summary for the movement of allowance for expected credit loss is as follows:

2022 2021
I January (9,852,929) (8,157,498)
charge for the year (2,314,053) (1,695.431)
31 December {12,166,982) (9,852,929)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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(All amounts in SAR)

9, PREPAYMENTS AND OTHER ASSETS

Dividends reccivable
Advances to sub-contractors
VAT

Prepaid expenses

Restricted cash

Cash margin against Letter of Credit

Others

10. PROPERTY UNDER DEVELOPMENT

Balance at the beginning of the year
Development cost charge for the year

Islamic financing capitalized

Balance at the end of the period

11. INVESTMENT PROPERTY

Cost

Balance on 31 December 2021
Additions

Balance on 31 December 2022

Accumulated Depreciation
Balance on 31 December 2021

Depreciation Charge for the
year
Balance on 31 December 2022

Net Book Value:
on 31 December 2022

Notes

11.1

Notes 2022 2021
26,254,169 21,072,311
20,845,294 13,463,161
7,731,781 9,256,087
2,673,761 823,364
2,470,003 2,470,003
12 494,322 1,809,129
12,644,512 7,375,831
73,113,842 56,269,885
Notes 2022 2021
34,180,584 15,257,530
42,514,768 18,587,406
13 2,365,987 335,648
79,061,339 34,180,584
Land Building Equipment Total
829,801,226 1,082,611,284 145,874,217  2,058,286,727
829.801,226 1,082,611,284 145,874,217 2,058,286,727
- (76,599,377)  (28,020,908)  (104,620,277)
- (21,299,826)  (9,603,929) (30,963,755)
- (97,899,203) (37,684,829) (135,584,032)
829,801,226 984,712,081 108,189,388  1,922,702,695
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11. INVESTMENT PROPERTY (CONTINUED)

Notes Land Building Equipment Total
Cost
Balance on 31 December 2020 766,830,929 981,562,981 114,126,382  1,862,520,292
Additions 62,970,297 101,048,303 31,747,835 195,766,435
Balance on 31 December 2021 829,801,226 1,082,611,284 145,874,217  2,058,286,727
Accumulated Depreciation
Balance on 31 December 2020 - (55,299,551)  (18,356,971) (73.656,522)
yD:gem“"“ Charge forthe ) | . (21299826)  (9,663,929)  (30,963,755)
Balance on 31 December 2021 ~ (76,599.377)  (28,020,900)  (104,620,277)
Net Book Value:
on 31 December, 2021 829801226 1,006,011,906 117,853,317 1,953,666,450

This represents Thirteen properties: namely:

1)
2)
3)
4)
5)
6)

7

8)

9

Izdhar Center: represents a commercial property located on Othman Bin Afan Road in the [zdibar District
(near Al Nakheel Mall). The property is located in Riyadh.

Al-Tamayuz Center: represents a commercial property located at the intersection of Al Imam Road and
Khalid Bin Al Waleed Street in Qurtoba District. The property is located in Riyadh.

Ansam Al Shati Towers: represents a newly built commercial property located on Prince Mohammed
Bin Fahad Road in the Al Shati District. The property is located in Dammam.

Al-Fursan Towers: represents a commercial property located on King Fahad Road between the Kingdom
Tower and the Faisaliah Tower. This property is located in Riyadh.

Ascott Tahlia: represents a commercial property located on Tahlia Street near Bin Hamran, one of
Jeddah’s most prominent business and shopping centers. The property is located in Jeddah.

Residence: represents commercial building and hospitality vilias consisting of halls and office suites
located within Hittin District. The property is located in Riyadh.

Vivienda: represents a newly built hotel villas located on Musa Ibn Nusair Street, Al Mathar Ash
Shamali, between Takhasosi road and Prince Turki Bin Abdulaziz Al-Awwal Road. The property is
located in Riyadh.

Saudi Electronic University: represents a university located in Al-Rabea District. The property is located
in Riyach.

Umniah Center: represents a commercial property located on Saud Al-Faisal Road. The property is
located in Jeddah.

10) Burj Rafal: Mixed-use property located on King Fahad Road. The property is located in Riyadh.
11) Olaya Tower: Commercial property located in Olaya Street. The property is located in Riyadh.
12) Ascott Corniche Al Khobar: represents a hotel located on Prince Turki Road. The property is located in

Al Khobar

13) Al-Raed Building: 1t is newly developed and leased for a period of three years to the Saudi Tourism

Authority, Located in Al-Raed District on King Abdullah Road in Riyadh.

11.1 The Fund charge depreciation on building and equipment over 50 years and 15 years respectively. The
depreciation is charged on depreciable value i.c., cost less residual value,
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11. INVESTMENT PROPERTY (CONTINUED)

11.2 All properties are held in the name of Riyadh Real Estate income Company (the “SPV”) “special purpose
vehicle” or by companies owned by the SPV. The SPV is holding these properties for the beneficial ownership
of the Fund and does not possess any controlling interest or any stake in the property.

11.3 The Fund manager reviews its investment property on a regular basis for any impairment. An impairment
loss is recognized for the amount in which the carrying amount of the investment properties exceeds its
recoverable amount, which is the higher of the assets' fair value less costs to sell and value in use. As of
December 31, 2022, according to the periodic valuation reports submitted by independent valuers of the Fund,
there was a decline in the value of investment property, on two properties, but no impairment loss was
recognized as the amount is immaterial.

12. BALANCES AND TRANSACTIONS WITH RELATED PARTIES

Related parties of the Fund include Riyad Capital (acting the Fund Manager), Riyad Bank (being the
shareholder of Riyad Capital) and the Hotels operator.

The Fund entered into significant related party transactions during the year and the balances resulting from such
transactions are as follows:

Related Nature of Amount of transactions Closing balance
Party transactions 2022 2021 2022 2021

Due from Related parties

Riyad Cashimargji 2gArst ; - 494,322 1,809,129
Bank letter of credit
Current account - - 10,913,938 60,666,393
Riyad
. Investments account - - 1,896,600 172,706
Capital

Due o Related parties

Fund management

Riyad et 25,565,445 22,561,772 13,992,491 30,456,968
Capital Transactions fees™* - 2,121,031 - 2,121,031
Rivad Islamic borrowings - - 1,439,174,419 1,360,847,492
B‘{]k Finance cost 49,984,877 27,891,192 - .

. Bank Commissions 2,319,167 2,988,325 2 .

* (‘ash margin against letter of credit is included in the consolidated statement of financial position under
Prepayment and other assets.

*#% Fund management fee payable and accrued transactions fee are included in the consolidated statement of
financial position under accrued expenses.
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13. ISLAMIC BORROWINGS

The Fund obtained Islamic Tawarruq and Murabaha facilities (shariah-compliant) from Riyad Bank through
Riyad Capital and Riyad Real Estate Income Company, respectively. The Tawaruq facility carries SAIBOR +
1% with maturity during 2023. The commission rate for Islamic Murabaha facility is SAIBOR + 1.4% with a

maturity due during 2029.

The Tawaruq and Islamic Murabaha are secured by pledge of the following properties: Omniah Center, Ascott
Tahlia, Butj Rafal, Saudi Electronic University, lzdhar Center, and Olaya Tower, Al Shati Towers, Ascott
Corniche Al Khobar, Residence, Vivienda, Al-Fursan Towers, Al-Raed Building, and Al-Tamayuz Center.

Balance at beginning of the year
Additions during the year
Repayments

Accrued commission

Total value of Islamic borrowings

Current portion
Non-Current portion

Details on the accrual of finance cost are as follows:

2022 2021
1,367,326,676 836,960,385
92,625,193 554,831,192
(37,265,905) (30,944,085)
16,488,455 6,479,184
1,439,174,419 1,367,326,676
354,639,845 352,911,598

1,084,534,573

1,014,415,078

2022 2021
Opening balance 6,479,184 5,873,139
Charge during the year 49,984,877 27,555,544
Islamic financing capitalized 2,365,987 335,648
Paid during the year (42,341,593) (27,285,147)
16,488,455 6,479,184
14. UNEARNED RENTAL INCOME
2022 2021
QOpening balance 29,512,371 18,324,248
Rental income received during the year 81,150,448 76,120,656
Rental income earned during the year {79,313,291) (64,932,533)
31,349,528 29,512,371
15. ACCRUED EXPENSES AND OTHER LIABILITIES
Notes 2022 2021
Fund management fees 12 13,992,491 30,456,968
Accrued expenses 7,434,814 7,403,983
Transactions fees 12 - 2,121,031
Contract retention 3,095,396 2,991,721
Deposits in advance 6,005,426 4,261,701
Other 11,020,733 2,482,050
41,548,860 55,717,454
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16. INVESTMENTS CARRIED AT FVTPL

Unguoted local equity investments (16.2)
Investment Funds managed by Riyad Capital

16.1 The movement of investments carried at FEVTP:

Cost:

As at the beginning of the year
Additions during the year

disposals during the year

As at the year-end

Changes in fair value:

Change in fair value during the year
As at the year-end

Net investments as at the year-end

16.2 This represents investments in equity instruments outside the Kingdom of Saudi Arabia.

17. RENTAL AND OPERATING INCOME

Rental income from investment properties
Income from Hotels operation *

*Timing of revenue recognition

Point in time
Over time

18. GENERAL AND ADMINISTRATIVE EXP

General and marketing expenses represent the following:

Hotel employees’ Costs

Repairs and maintenance

Utilities

Marketing expenses

Bank Commissions

Legal and professional fees
Software and hardware maintenance
Telephone and internet

capilal replacement reserve Charged
Others

2022 2021
770,075,298 854,641,663
111,847,631

881,922,929

854,641,663

2022 2021
854,641,663 590,546,977
111,838,877 316,603,199
(84,566,367) (52,508,513)
881,914,173 854,641,663
8,756 -
881,922,929 854,641,663

2022 2021
79,384,078 64,932,530
131,025,208 115,130,986
210,409,286 180,063,517
2022 2021
33,979,835 22,461,155
97,045,373 92,669,831
131,025,208 115,130,986
ENSES
Notes 2022 2021
17,677,379 18,024,151
6,256,148 4,170,689
10,547,959 9,786,367
5,580,396 4,154,257
12 2,319,167 2,988,325
2,539,428 1,570,925
83,345 1,739,219
641,385 336,867
2,525,154 554,786
3,570,082 4,156,563
51,741,443 47,482,149

-3 -




RIYAD REIT FUND

(Managed By Riyad Capital)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2022

(All amounts in SAR)

19. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT POLICIES

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 seeks to mitigate
potential adverse effects on the Fund’s financial performance.

Financial instruments recorded in these financial statements principally comprise of cash and cash equivalents,
aaccounts receivable, due from related parties, other liabilities, Islamic borrowings, accounts payable, and due
to related parties. The specific methods of recognition adopted are disclosed in the individual policy statements
associated with each item. Financial assets and liabilities are offset and net amounts reported in the financial
statements, when the Fund has a legally enforceable right to offset the recognized amounts and intends either to
settle on a net basis, or to realize the asset and liability simultaneously.

Market risk

The Fund is subject to the general conditions of the real estate sector in Saudi Arabia, which itself is influenced
by a variety of factors such as, but not limited to the overall macroeconomic growth risks in the kingdom, interest
rate, demand-supply, availability of financing, investor sentiment, liquidity, legal, foreign exchange rate, and
regulatory risks. The Fund’s management monitors on a regular basis the fluctuation and changes in the overall
economic environment and believes that the impact of such changes is not significant to the Fund.

Credit risk

Credit risk is the risk that one party will fail to fulfill an obligation and cause the other party a financial loss.
The Fund is exposed to the risk of credit-related losses that may occur because of the inability or unwillingness
of the counterparty or issuer to fulfill its obligations. The Fund is exposed to credit risk for its bank balances,
accounts receivable and due from related parties.

An allowance for credit losses is made which is sufficient at management's discretion to cover potential losses
on past-due receivables.

On each reporting date, the bank balances are assessed for credit risks as to determine whether they have low
risks as they are held with reputable financial institutions having a high local bank credit rating, and there is
no default history for any of the bank balances. Therefore, the probability of default PD is based on future
factors and any losses resulting from default are negligible. As at the reporting date, there are no past-due
payment dates.

Due from related parties and other receivables are unsecured, carry no interest and have no fixed payments.
There are no past-due receivables from the related parties at reporting date, considering the historical
experience of default and the future of the industries where the related parties operate. The management
considers that the related party balances weren’t credit impaired.

When calculating the expected credit loss provision for receivables and due from related parties, a provision

matrix is used based on historical loss rates over the expected life of the receivable adjusted for forward-
looking estimates.
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19. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT POLICIES (CONTINUED)
Credit risk (Continued)

The Fund's maximum undiscounted exposures to credit risk for the components of the statement of financial
position and respective expected credit loss is as follows:

Notes 2022 2021
Cash and cash equivalents 7 32,082,594 67,947,683
Accounts receivable 8 96,432,643 101,476,037
Due from related parties 12 469,261 12,791,524
QOther receivable 26,254,169 21,072,312

Liquidity risk

Liquidity risk is the risk that the Fund may not be able to generate sufficient cash resources to settle its obligations
in full as they fall due or can only do so on terms that are materially disadvantageous.

The Fund Manager monitors liquidity requirements by ensuring that sufficient funds are available to meet any
obligations as they arise, either through new subscriptions, liquidation of the investment portfolio or by taking
short term loans from the Fund Manager.

Al financial liabilities have a maturity of less than 1 year except for the Islamic Murabaha facility which will be
due in 2029,

Operational risk

Operational risk is the risk of direct or indirect loss arising from a variety of causes associated with the processes,
technology and infrastructure supporting the Fund’s activities either internally or externally at the Fund’s service
provider and from external factors other than credit, liquidity, currency and market risks such as those arising

from the legal and regulatory requirements.

The Fund’s objective is to manage operational risk so as to balance limiting of financial losses and damage to
achieve its investment objective of generating returns to Unitholders.

Geographical Concentration

All the assets and liabilities are distributed within the Kingdom of Saudi Arabia, apart from investments carried
at FVTPL which is invested in North America and Belgium.
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19. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT POLICIES (CONTINUED)
Interest rate risk

Tnterest rate risks are the exposures to various risks associated with the effect of fluctuations in the prevailing
interest rates on the Fund’s financial positions and cash flows.

The Fund's interest rate risk arises mainly from short-term loans and deposits, which are at a fixed interest rate
and are not subject to re-pricing on a regular basis.

Interest rate risks are the exposures to various risks associated with the effect of fluctuations in the prevailing
interest rates on the Fund ’s financial positions and cash flows.

The Fund ’s interest rate risks arise mainly from its borrowings, which are at variable interest rates and the
sensitivity analysis is as follows: -

2022
Income Statement Statemeni of Owners” Equity
Increase 100 Reduce 100 Increase 100 Reduce 100
points points points points
Interest rate swaps
Cash-flow sensitivity 14,226,859  (14,226,859) 14,226,859 (14,226,859)
2021
Income Statement Statement of Owners” Equity
Increase 100 Reduce 100 Increase 100 Reduce 100
points points points points
Interest rate swaps
Cash-flow sensitivity 13,608,475  (13,608,475) 13,608,475 (13,608,475)

20. EFFECT ON NET ASSET VALUE IF INVESTMENT PROPERTY IS FAIR VALUED

In accordance with the Real Estate Investments Funds Regulations issued by CMA in the Kingdom of Saudi
Arabia, the Fund Manager evaluates the Fund’s assets based on an average of two valuations prepared by
independent valuers. As set out in the terms and conditions of the Fund, net asset value disclosed are based on
the market value obtained. However, in accordance with the accounting policy of the Fund, investment and
development properties are recorded at cost less accumulated depreciation and impairment if any in these
financial statements. Accordingly, the fair value below is disclosed for information purposes and has not been
accounted for in the Fund’s books.

The fair value of the investment property and property under development is determined by two appointed
valuers for the 13 properties i.e., Abaad Company and Mumtalkati Company They are certified by the Saudi
Authority for Accredited Valuers "Tageem”. As of 31 December, the valuation of investment and development
properties is as follows:
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20. EFFECT ON NET ASSET VALUE IF INVESTMENT PROPERTY IS FAIR VALUED
(CONTINUED)

2022 First valuation Second valuation Average
HSsmenipropsst e 2,455,800,000 2,380,483,000 2,418,141,500
properties under development

Total 2,455,800,000 2,380,483,000 2,418,141,500
2021 First valuation Second valuation Average
Inyesteiipropestioh il 2,178,535,000 2,105,475,092 2,142,005,046
properties under development

Total 2,178.535,000 2.105,475,092 2.142.005,046

Management has used the average of the two valuations for the purposes of disclosing the fair value of the
investment and development properties.

The investment and development properties were valued taking into consideration number of factors, including
the area and type of property and valuation techniques using significant unobservable inputs, including
discounted cash flows method and income method, Below is an analysis of the development and investment

properties fair value versus cost:

2022 2021
Estimated fair value of investment and development
properties based on the average of the two valuations used 2,418,141,500 2,142,005,046
Less: the carrying value of
-Investment properties (1,922,702,695) (1,953,666,450)
-Properties under development (79,061,339%) {34,180,584)
Estimated fair value in excess of book value 416,377,466 154,158,012
Units in issue (numbers) 171,697,101 171,697,101
Additional value per unit based on fair value 242 0.89

Net assets attributable to unitholders:

2022 2021
Net assets attrlbutab_le to un1th91ders as per the financial 1,531,307,324 1,598,624.597
statements before fair value adjustment
Estimated fair value in excess of book value 416,377,466 154,158,012
Net assets attributable to unitholders based on fair valuation 1,047,684,790 1,752,782,609

of investment and propertics under development
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20. EFFECT ON NET ASSET VALUE IF INVESTMENT PROPERTY IS FAIR VALUED
(CONTINUED)

Net assets atéributable to each unit:

2022 2021
Book value of net assets attributable to each unit as per the 8.92 931
financial statements before fair value adjustment ’ :
Additional value per unit based on fair value 2.42 0.89
Net assets attributable to each unit at fair value 11.34 10.20

All properties are held in the name of Riyad Real Estate Income Company (the “Company™), or companies
owned by the company. The Company is holding these properties for the beneficial ownership of the Fund and
does not possess any confrolling interest nor cause any risks to the properties.

21. DIVIDENDS

On 22 March 2021, the Fund's Board approved to distribute dividends with regards to the six-month period
ended 31 December 2020 amounting to SAR 0.25 per unit totalling SAR 42.924 million to its unitholders.

On 15 August 2021, the Fund's Board approved to distribute dividends with regards to the six-month period
ended 30 June 2021 amounting to SAR 0.27 per unit totalling SAR 46.358 million to its unitholders.

On 13 February 2022, the Fund's Board approved to distribute dividends with regards to the six-month period
ended 31 December 2021 amounting to SAR 0.47 per unit totalling SAR 80.698 million to its unitholders.

On 29 August 2022, the Fund’s Board of Directors approved the distribution of profits for the six-month
period ended on June 30, 2022, amounting to SAR 0.44 per unit totalling SAR 75.546 million, to the unit
holders.

22. CAPITAL COMMITMENTS AND CONTINGENCIES

As at 31 December 2022, the Fund has outstanding a letter of credit of SR 0.49 million (31 December 2021:
SR 1.8 million), being issued by Riyad Bank, against 100% cash margin, which is included in the consolidated
statement of financial position under prepayment and other receivables.

23. FINANCIAL INSTRUMENTS CLASSIFICATION

All financial assefs and financial liabilities are classitied under amortised cost as of 31 December 2022 and 31
December 2021 except for the investments carried at FVTPL.,

- 36 -



RIYAD REIT FUND
(Managed By Riyad Capital)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2022

(All amounts in SAR)

24, FAIR VALUE MEASUREMENT

Financial assets comptise of accounts receivable and other assets. Financial liabilities comprise of unearned
rental income and accrued management fees. The fair value of financial assets and financial liabilities is not
significantly different from their carrying value.
The following table shows the fair value of disclosed financial instruments and investment properties as at the

year-end:

31 December 2022 Level 1 Level 2 Level 3 Total

SAR SAR SAR SAR
e carried at EVIPL : 50,008,757  831914,172 881,922,929
Investment property (note 11) - - 1,922,702,655 1,922,7(32,695
Total - 50,008,757 2,754,616,867 2,804,625,624
31 December 2021 Level 1 Level 2 Level 3 Total

SAR SAR SAR SAR
Investments carried at FVTPL ) ) 854,641,663 854,641,663
(note 16}
Investment property (note 11) - - 1,953,666,450 1,953,660,450

Total

2,808,308,113

2,808,308,113

The fair value of financial instruments that are not quoted in an active market is determined using valuation
methods. These valuation methods maximize the use of observable market data and rely as little as possible
on the entity's own estimates. If all significant inputs required to measure the fair value of an instrument are
observable, then the instrument is classified within Level 2. If one or more significant inputs are not based on
observable market data, then the instrument classified within Level 3. Changes in assumptions of These inputs
can affect the reported fair value of items in these financial statements and the level within which items are
disclosed in the fair value hierarchy.

Financial assets at fair value through profit or loss that are classified under level 2 include investments in open-
ended public funds, whose fair values are determined based on the last recorded net asset value as of the
reporting date.

Financial assets at fair value through profit or loss classified within level 3 include investments in closed-end
real estate funds which fair values are determined based on the last recorded net asset value as at the reporting
date, as well as unquoted equity instruments which recognized at cost price, in accordance with IFRS 9
requirements.

There were no transfers between the different levels of the fair value hierarchy during the current or previous
year.

For assets not carried at fair value but for which fair value has been disclosed, valuation of investment
properties has been made using discounted cash flows method and income capitalization method based on
significant unobservable inputs, and accordingly it is classified within Level 3 of the fair value hierarchy. The
principal inputs include:

Discount Rates are that reflect current market assessments of uncertainty in the amount and timing of cash
flows (the rate used by valuers is 8.75% - 10.8%)

Capitalization Rates are based on the actual location, size and quality of the properties and taking into account
market data on the date of the valuation (the rate used by valuers is 7.5% - 8.50%)

Future Rental Cash Flows are based on the actual location, type and quality of the properties and supported

by the terms of any existing lease or other current contracts or external evidence such as current market rents
for similar properties.
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24, FAIR VALUE MEASUREMENT (CONTINUED)

Estimated Vacancy Rates are based on current and projected future market conditions after the expiration of

the term of any existing lease.

Maintenance Costs, including the investments required to maintain the functional performance of the property

over its estimated useful life.

Final Value given the assumptions of maintenance costs, vacancy rates and market rens.

25. OPERATING SEGMENTS

The Fund’s primary business is conducted in Kingdom of Saudi Arabia. Transactions between the operating
segments are on normal commercial terms and conditions. The Fund’s total assets and liabilities as of 31
December 2022 and 2021, its total operating income and expenses, and the results for the years then ended. by

operating segment:

Comprehensive Income

Rental Income

Rooms revenue

Food and Beverages revenue
Other operating departments
Rooms cost

Food and Beverages cost

Other operaiing departments cost
Investmeni property depreciation
Gross Profit

Property management expenses
Management fees

Custody fees

Allowance for expected credit losses
General and administrative expenses
Net operating income

Dividend income from investments carried at
FVTPL

Realized gain on investments carried at
FVTPL

Unrealized gain on investments carried at
FVTPL

Finance cost

Other income

Net income for the year

Other comprehensive income for the year
Total comprehensive income for the year

2022
Iotels
managed by
Rent third party Total
79,384,078 - 79,384,078
- 97,045,373 97,045,373
- 31,248,494 31,248,494
- 2,731,341 2,731,341
- (23,448,269 (23,448,269)
- (20,151,666) (20,151,6606)
- (2,078,066) (2,078,066)
(30,963,755) - (30,963,755)
48,420,323 85,347,207 133,767,530
(3,203,145) (3,683,562) {6,886,707)
(13,161,252) (12,404,193) (25,565,445)
(100,009) - {100,000)
{1,500,000) (814,053) (2,314,053)
(4,396,072) (47,345,371) (51,741,443)
26,059,854 21,100,028 47,159,881
65,151,271 - 65,151,271
20,532,353 - 20,532,353
8,756 - 8,756
(49,984,877 - (49,984,877)
6,059,699 - 6,059,699
67,827,056 21,100,028 88,927,084
67,827,056 21,100,028 88,927,084
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25. OPERATING SEGMENTS (CONTINUED)

Comprehensive Income

Rental Income

Rooms revenue

Food and Beverages revenue

Other operating departments revenue
Rooms cost

Food and Beverages cost

Other operating departments cost
Investment property depreciation
Gross Profit

Property management expenses
Management fees

Custody fees

General and administrative expenses
Net operating income

Dividend income from investments carried at
FVTPL

Realized gain on investments carried at
FVTPL

Finance cost

Net income for the year

Other comprehensive income for the year
Total comprehensive income for the year

2021
Hotels
managed by
Rent third party Total
64,932,530 - 64,932,530
- 92,669,831 92,669,831
- 20,298,084 20,298,084
- 2,163,071 2,163,071
- (17,035,341) (17,035,341)
- (12,195,152) (12,195,152)
. (2,551,343) (2,551,343)
{(30,963,755) - (30,963,755)
33,968,775 83,349,150 117,317,925
{2,396.455) (6,054,063) (8,450,518)
(12.850,429) {(9,711,343) (22,561,772)
(100,000) - (100,000)
(7,214,700) (41,962,880) (49,177,580)
11,407,191 25,620,864 37,028,054
68,433,314 - 68,433,314
18,979,988 - 18,979,988
(27,891,192) - (27,891,192)
70,929,301 25,620,864 96,550,165
70,929,301 25,620,864 96,550,165
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25. OPERATING SEGMENTS (CONTINUED)

Finrancial position

ASSETS

Cash and cash equivalents
Accounts receivable
Inventories

Prepayments and other assets
Due from related parties
Properties under development
Investments carried at fair value through profit
or loss (FVTPL)

Investment properties
TOTAL ASSETS

LIABILITIES

Islamic borrowings

Accounts payable

Unearned rental income

Accrued expenses and other liabilities
Due to related parties

Employees” end of service benefits
TOTAL LIABILITIES

Financial position

ASSETS

Cash and cash equivalents
Accounts receivable, net
Inventories

Prepayments and other assets
Due from related parties
Property under development
Investmenis carried at fair value through profit
or loss (FVTPL)

Investment property

TOTAL ASSETS

LIABILITIES

Islamic borrowings

Accounts payable

Unearned rental income

Accrued expenses and other liabilities
Due to related parties

Employees’ end of service benefits
TOTAL LIABILITIES

2022
Hotels
managed by

Rent third party Total
21,295,523 11,184,659 32,480,182
47,525,637 36,740,024 84,265,661
- 806,615 806,615
65,966,164 7,147,678 73,113,842
- 469,261 469,261
79,061,339 - 79,061,339
881,922,929 - 881,922,929
1,922,762,695 : - 1,922,702,695
3,018,474,287 56,348,237 3,074,822,524
1,439,174,419 - 1,439,174,419
17,544,371 9,882,743 27,427,114
31,349,528 - 31,349,528
17,538,006 24,010,854 41,548,860
478,982 523,097 1,002,079
- 3,013,197 3,013,197
1,506,085,306 37,429,891 1,543,515,197

2021
Hotels
managed by

Rent third party Total
60,839,099 7.348,375 68,187.474
34,914,068 56,709,040 91,623,108
- 1,230,725 1,230,725
51,760,140 4,509,746 56,269,885
10,602,358 2,189.166 12,791,524
34,180,584 - 34,180,584
854,641,663 - 854,641,663
1,953,666,450 - 1,953,666,450
3,000,604,362 71,987,051 3,072,591,413
1,367,326,676 - 1,367,326,676
2,903,949 6,152,573 9,056,522
29,512,371 - 29,512,371
38,684,973 17,032,481 55,717,454
2,531,541 6,827,801 9,359,343
- 2,994,450 2,994,450
1,440,959,510 33,007,306 1,473,966,816
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26. CHANGES IN FUNDS TERMS AND CONDITIONS

There has been no significant change in the terms and conditions of the Fund until 31 December 2022.
27. SIGNIFICANT EVENTS

On 3 January 2022, Riyad Capital (the "Fund manager"), announces Riyad REIT Fund board of director's
recommendation to take the necessary measures to start increasing the fund's capital, which requires obtaining
the approval from relevant regulatory authorization.

28. COMPARATIVE FIGURES

Certain comparative figures for the year ended December 31, 2021, have been reclassified to conform with the
presentation for the current period. However, the impact of the reclassification was not significant on the
presentation of the consolidated financial statements.

29. LAST VALUATION DAY

The lasi valuation day of the year was 31 December 2022,

30. APPROVAL OF FINANCIAL STATEMENTS

These financial statements were approved by the Fund’s Board of Directors on 26 March 2023 (Corresponding
to 4 Ramadan 1444 H).
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