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31 December 

2021 

31 December 

2020 

 Note SR SR 

ASSETS    

Cash and cash equivalents 6 4,511,655 5,633,083 

Net investment in finance lease 8 34,955,983 34,679,063 

Prepayments and other assets 9 48,312,342 32,891,266 

Investment properties, net 10 559,190,000 560,839,660 

  ───────── ───────── 

TOTAL ASSETS  646,969,980 634,043,072 

  ───────── ───────── 

    

LIABILITIES    

Management fee payable 12 1,108,712 1,105,702 

Accrued expenses and other liabilities 11 2,784,774 3,162,053 

Provision of zakat 17 2,130,071 1,748,511 

Borrowings from bank 14 94,300,000 94,318,624 

  ───────── ───────── 

TOTAL LIABILITIES  100,323,557 100,334,890 

  ───────── ───────── 

    

Net assets attributable to Unitholders  546,646,423 533,708,182 

  ───────── ───────── 

Units in issue - Numbers 13 51,000,000 51,000,000 

  ═════════ ═════════ 

    

Net asset value per unit – Book value  10.7186 10.4649 

  ═════════ ═════════ 

    

Net asset value per unit – Fair value 18 11.0005 10.6701 

  ═════════ ═════════ 
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Note 

For the year 

ended  

31 December 

2021 

SR 

For the year 

ended  

31 December 

2020 

 SR 

INCOME ──── ───────── ───────── 

Income from investment properties 15 48,287,290 46,286,681 

Finance lease income 8 2,346,258 2,419,729 

Gain on investments measured at FVTPL  - 72,415 

Other income  - 7,388 

  ───────── ───────── 

TOTAL INCOME  50,633,548 48,786,213 

  ───────── ───────── 

EXPENSES    

Management fees 12 (3,825,000) (3,825,000) 

Custodian fees  (231,975) (188,175) 

Other expenses  (1,146,622) (955,791) 

Finance cost  (2,190,014) (1,195,348) 

  ───────── ───────── 

TOTAL EXPENSES   (7,393,611) (6,164,314) 

  ───────── ───────── 

Depreciation expense on investment properties 10 (3,836,722) (3,180,314) 

Reversal of impairment / (Impairment) on investment properties 10 2,187,062 (2,191,982) 

  ───────── ───────── 

NET INCOME BEFORE ZAKAT FOR THE YEAR  41,590,277 37,249,603 

    

Zakat charge for the year 17 (2,132,036) (1,748,511) 

  ───────── ───────── 

    

NET INCOME AFTER ZAKAT FOR THE YEAR  39,458,241 35,501,092 

    

OTHER COMPREHENSIVE INCOME   - - 

  ───────── ───────── 

TOTAL COMPREHENSIVE INCOME FOR THE YEAR  39,458,241 35,501,092 

  ═════════ ═════════ 

    

Earnings per unit    

    

Weighted average units in issue 14 51,000,000 51,000,000 

  ═════════ ═════════ 

Earnings per unit  0.7737 0.6961 

  ═════════ ═════════ 
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 For the year 

ended 

31 December 

2021 

SR 

For the year 

ended 

31 December 

2020 

SR 

 ────────── ────────── 

NET ASSETS ATTRIBUTABLE TO THE UNITHOLDERS AT THE 

BEGINNING OF THE YEAR 533,708,182 530,847,090 

 ────────── ────────── 

CHANGES FROM OPERATIONS   

Net income for the year 39,458,241 35,501,092 

 ────────── ────────── 

Total comprehensive income  39,458,241 35,501,092 

   

   

Income distributions during the year (note 16) (26,520,000 (32,640,000) 

 ────────── ────────── 

 (26,520,000) (32,640,000) 

    ────────── ────────── 

NET ASSETS ATTRIBUTABLE TO THE UNITHOLDERS AT THE 

END OF THE YEAR 546,646,423 533,708,182 

 ══════════ ══════════ 

    

UNIT TRANSACTIONS   

   

Transactions in units during the years are summarised as follows:   

 For the year 

ended 

 31 December 

2021  

Units 

For the year 

ended  

31 December 

2020 

Units 

 ───────── ───────── 

   UNITS AT THE BEGINNING AND END OF THE YEAR 51,000,000 51,000,000 

 ═════════ ═════════ 
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Note 

For the year 

ended 

31 December 

 2021 

SR 

For the year 

ended  

31 December  

2020 

SR 

 ─── ───────── ───────── 

CASH FLOWS FROM OPERATING ACTIVITIES    

Net income before zakat for the year  41,590,277 37,249,603 

    

Adjustment for:    

   Depreciation expense on investment properties 10 3,836,722 3,180,314 

   (Reversal of impairment) / Impairment loss in investment properties 10 (2,187,062) 2,191,982 

   Finance cost  2,190,014 1,195,348 

  ───────── ───────── 

Operating cash flows before working capital changes  45,429,951 43,817,247 

    

Changes in operating assets and liabilities:    

   Prepayments and other assets  (15,421,076) (10,938,959) 

   Management fee payable  3,010 (1,776,147) 

   Accrued expenses and other liabilities  (391,592) 2,896,946 

   Zakat paid  (1,750,476) (1,529,806) 

  ───────── ───────── 

Net cash flow generated from operating activities  27,869,817 32,469,281 

  ───────── ───────── 

    

CASH FLOWS FROM INVESTING ACTIVITIES    

Recovery of net investment in finance lease, net  (276,920) 159,215 

Purchase of investments measured at FVTPL 7 - (5,800,000) 

Sale of investments measured at FVTPL, net 7 - 12,627,584 

Purchase of investment properties 10 - (94,340,476) 

  ───────── ───────── 

Net cash (used in) investing activities  (276,920) (87,353,677) 

  ───────── ───────── 

    

CASH FLOWS FROM FINANCING ACTIVITY    

Dividends paid, net off unclaimed dividends 16 (26,505,687) (32,620,419) 

Borrowings from bank 14 - 98,900,000 

Repayment of bank borrowings  - (4,600,000) 

Finance cost paid  (2,208,638) (1,176,724) 

  ───────── ───────── 

Net cash (used in) / generated from financing activity  (28,714,325)  60,502,857 

  ───────── ───────── 

NET (DECREASE) / INCREASE IN CASH AND CASH 

EQUIVALENTS  

 
(1,121,428) 5,618,461 

    

Cash and cash equivalents at the beginning of the year  5,633,083 14,622 

  ───────── ───────── 

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR  4,511,655 5,633,083 

  ═════════ ═════════ 
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1. THE FUND AND ITS ACTIVITIES 

 

Taleem REIT Fund (the “REIT’ or the “Fund”) is a closed-ended Shariah compliant real estate investment traded fund 

denominated in Saudi Riyals based on an agreement between Saudi Fransi Capital (the “Fund Manager”) and investors 

(the “Unitholders”). The Fund commenced its operations on 4 Ramadan 1438H (corresponding to 30 May 2017) 

(“Commencement Date”), which is the first day of the listing of Taleem REIT Fund on the Saudi Stock Exchange 

(“Tadawul”). The address of the Fund Manager is as follows: 

 

Saudi Fransi Capital 

P.O. Box 23454 

Riyadh 11426 

Kingdom of Saudi Arabia 

 

The duration of the Fund is ninety-nine years from the date of commencement of operations and can be extended at the 

sole discretion of the Fund Manager after the approval of the Fund’s Board and the Capital Market Authority (“CMA”). 

 

The Fund’s primary investment objective is to invest in constructionally developed real estate which is qualified to 

generate periodic return and rental income and to distribute ninety percent of the Fund’s net profit as dividends to the 

Unitholders at least annually. The Fund can borrow Shariah compliant funds up to 50% of the value of its total assets. 

 

The terms and conditions of the Fund have been approved by the CMA on 12 Sha’aban 1438H (corresponding to 8 May 

2017). During the period, the terms and conditions has been updated on 18 Muharram 1443H  (corresponding to 26 

August 2021) and 27 Rabi ul Thani 1443H (corresponding to 2 December 2021). 

 

The Fund Manager of the Fund is Saudi Fransi Capital and KASB Capital is the Custodian for the Fund. 

 

2. REGULATORY AUTHORITY 

 

The Fund is governed by the Real Estate Investment Fund Regulations (REIFR) and the Real Estate Investment Traded 

Funds Instructions (REITF) (the “Regulations”) published by the Capital Market Authority (CMA), detailing the 

requirements for all type of real estate funds and traded real estate funds within the Kingdom of Saudi Arabia. 

 

3. BASIS OF PREPARATION 

 

3.1  Statement of compliance 

 

These financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”) 

as issued by the International Accounting Standards Board (“IASB”), as endorsed in the Kingdom of Saudi Arabia and 

other standards and pronouncements that are issued by Saudi Organization for Certified Public Accountants (“SOCPA”) 

(collectively referred to “IFRS as endorsed in KSA”). 

 

Assets and liabilities in the statement of financial position are presented in the order of liquidity. 

 

An analysis in respect of recovery or settlement within 12 months after the reporting date (current) and more than 12 

months after the reporting date (non-current) is presented in note 19. 

 

3.2  Basis of measurement 

 

The financial statements have been prepared on a historical cost basis, using the accruals basis of accounting except for 

investments measured at fair value through profit or loss that are measured at fair value. 

 

3.3  Functional and presentation currency 

 

These financial statements have been presented in Saudi Arabian Riyal (“SR”), which is also the functional currency of 

the Fund. All amounts presented has been rounded to the nearest Saudi Riyal (“SR”). 
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4. SIGNIFICANT ACCOUNTING POLICIES  

 

The significant accounting used in the preparation of these financial statements are consistent with those used and disclosed 

in the financial statements for the year ended 31 December 2020. 

 
Cash and cash equivalents 

 

Cash and cash equivalents include balances maintained with Banque Saudi Fransi. 

 
Financial instruments 

 

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity 

instrument of another entity.  

 

Initial recognition 

 

The Fund records financial asset or a financial liability in its statement of financial position when, and only when, it 

becomes party to the contractual provisions of the instrument. 

 

At initial recognition, financial assets or financial liabilities are measured at their fair value. In the case of financial assets 

or financial liabilities not at fair value through profit or loss, its fair value less transaction costs that are directly attributable 

to the acquisition or issue of the financial asset or financial liability is the initial recognition amount. 

 

Classification 

 

The Fund classifies its financial assets under the following categories: 

• Fair value through profit or loss (FVTPL); 

• Fair value through other comprehensive income (FVTOCI); and 

• Amortised cost. 

 

These classifications are on the basis of business model of the Fund for managing the financial assets, and contractual cash 

flow characteristics. 

 

The Fund measures financial asset at amortised cost when it is within the business model to hold assets in order to collect 

contractual cash flows, and contractual terms of the financial asset gives rise on specified dates to cash flows that are solely 

payments of principal and interest on the principal amount outstanding. 

 

For assets measured at fair value, gains and losses will either be recorded in either profit or loss or other comprehensive 

income. For investments in equity instruments, this will depend on whether the Fund has made an irrevocable election at 

the time of initial recognition to account for the equity investment at fair value through other comprehensive income. 

 

The Fund classifies all financial liabilities as subsequently measured at amortised cost except for financial liabilities at fair 

value through profit or loss. 

 

The undiscounted amount of the financial liabilities appearing in statement of financial position approximates their 

carrying values at the reporting date due to short duration except for borrowings from bank, which have been measured 

at amortised cost. 

 

Derecognition of financial instruments 

 

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is 

primarily derecognised (i.e. removed from the Fund’s statement of financial position) when: 

 The rights to receive cash flows from the asset have expired; or 

 The Fund 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 Fund 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. 
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

Financial instruments (continued) 

 

Derecognition of financial instruments (continued) 

 

When the Fund has transferred its rights to receive cash flows from an asset or has entered into a pass-through 

arrangement, it evaluates if and to what extent it has retained the risks and rewards of ownership. 

 

When it has neither transferred nor retained substantially all of the risks and rewards of the asset, nor transferred control 

of the asset, the Fund continues to recognise the transferred asset to the extent of the Fund’s continuing involvement. 

In that case, the Fund also recognises an associated liability. The transferred asset and the associated liability are 

measured on a basis that reflects the rights and obligations that the Fund has retained.   

 

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the 

original carrying amount of the asset and the maximum amount of consideration that the Fund could be required to 

repay. 

 

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. When 

an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms 

of an existing liability are substantially modified, such an exchange or modification is treated as the derecognition of 

the original liability and the recognition of a new liability. The difference in the respective carrying amounts is 

recognised in profit or loss. 

 

Offsetting of financial instruments 
 

Financial assets and financial liabilities are offset and the net amount reported in the statement of financial position if 

there is a currently enforceable legal right to offset the recognised amounts and there is an intention to settle on a net 

basis, or to realise the assets and settle the liabilities simultaneously. 

 

Impairment of financial assets 

 
The Fund assesses on a forward looking basis the Expected Credit Losses (“ECL”) associated with its financial assets, 

carried at amortised cost, the ECL is based on a 12-month ECL and life time ECL. The 12-month ECL is the portion of 

lifetime ECLs that results from default events on a financial instrument that are possible within 12 months after the 

reporting date. However, when there has been a significant increase in credit risk since origination, the allowance will 

be based on the lifetime ECL. 

 

Fair value measurement 

 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between 

market participants at the measurement date. The fair value measurement is based on the presumption that the transaction 

to sell the asset or transfer the liability takes place either: 

 In the principal market for the asset or liability, or 

 In the absence of a principal market, in the most advantageous market for the asset or liability. 

 

The fair value of an asset or a liability is measured using the assumptions that market participants would use when pricing 

the asset or liability, assuming that market participants act in their economic best interest. 

 

A fair value measurement of a non-financial asset takes into account a market participant’s ability to generate economic 

benefits from the asset’s highest and best use or by selling it to another market participant that would utilise the asset in its 

highest and best use. 

 

The Fund uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available to 

measure fair value, maximizing the use of relevant observable inputs and minimizing the use of unobservable inputs.  
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

Fair value measurement (continued) 

 

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within the 

fair value hierarchy. This is described, as follows, based on the lowest level input that is significant to the fair value 

measurement as a whole: 
 

 Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities; 

 Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value measurement 

is directly or indirectly observable; and 

 Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value measurement 

is unobservable. 

 

For assets and liabilities that are recognised in the financial statements at fair value on a recurring basis, the Fund 

determines whether transfers have occurred between levels in the hierarchy by re-assessing categorisation (based on the 

lowest level input that is significant to the fair value measurement as a whole) at the end of each reporting period.  

 

At each reporting date, the Fund analyses the movements in the values of assets and liabilities which are required to be re-

measured or re-assessed as per the Fund’s accounting policies.  

 

The Fund also compares the change in the fair value of each asset and liability with relevant external sources to determine 

whether the change is reasonable. 

 

For the purpose of fair value disclosures, the Fund has determined classes of assets and liabilities on the basis of the nature, 

characteristics and risks of the asset or liability and the level of the fair value hierarchy, as explained above.  

 

Investment properties 

 

Real estate that is held for capital appreciation or/and rental yields is presented as an investment property.  

 

Investment properties are stated at cost less accumulated depreciation and impairment in value, if any. Depreciation is 

computed using the straight-line method. The cost less residual value of investment property is depreciated over its 

estimated useful life. Any capital expenditure incurred post acquisition on investment properties is depreciated on 

straight line basis over its estimated useful life. 

 

The carrying values of investment properties are reviewed for impairment when events or changes in circumstances 

indicate the carrying value may not be recoverable. If any such indication exists and where the carrying values exceed 

the estimated recoverable amount, the assets are written down to their recoverable amount, being the higher of their fair 

value less costs to sell and their value in use. 

 

Net investment in finance lease 

 

Net investment in finance lease includes gross investment in finance lease and unearned income. 

 

Gross investments in finance lease include the total of future lease payments on finance leases (lease receivables), plus 

estimated residual amounts receivable. The difference between the lease receivables and the cost of the leased asset is 

recorded as unearned lease finance income and for presentation purposes, is deducted from the gross investment in 

finance leases. 
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

Impairment of non-financial asset 

 

The Fund assesses, at each reporting date, whether there is an indication that an asset may be impaired. If any indication 

exists, or when annual impairment testing for an asset is required, the Fund estimates the asset’s recoverable amount. 

An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s (“CGU”) fair value less costs of 

disposal and its 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 written down to its 

recoverable amount. 

 

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount 

rate that reflects current market assessments of the time value of money and the risks specific to the asset. 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. 

 

Fund management fee 

 

A fund management fee is payable at an agreed rate with the Fund Manager. The Fund Manager will charge a 

management fee of 0.75% of the net book value per annum accrued monthly and deducted semi-annually. During the 

year 2018, the Fund Board resolved to charge the management fee based on the capital base of  SR 510 million of the Fund 

instead of net assets of the Fund as long as the NAV is above the capital base. 

 

Custody fee 

 

As per the Terms and Conditions of the Fund, the Custodian charges custody fees calculated at an annual rate up to 

0.0375% on the assets under custody. This is accrued monthly and paid on semi-annual basis. 

 

Provisions 

 

A provision is recognised if, as a result of past events, the Fund has present a legal or constructive obligation that can be 

estimated reliably, and it is probable that an outflow of economic benefit will be required to settle the obligation. 

 

Net asset value per unit 

 

The net asset value per unit as disclosed in the statement of financial position is calculated by dividing the total net asset 

value of the Fund by the number of units in issue at year-end. 

 

Zakat  

 

Zakat is computed on the Saudi shareholders’ share of equity or net income using the basis defined under the Zakat 

regulations. Zakat is accrued on a quarterly basis and charged to statement of comprehensive income. 

 

Revenue recognition 

 

Investment properties 

 

Rental income from operating leases are recognised on a straight-line basis. 

 

Finance lease income 

 

At the inception of the lease, the total unearned finance income i.e. the excess aggregate minimum lease payments plus 

residual value (guaranteed and unguaranteed), if any, over the cost of the leased assets, is amortised over the term of 

the lease, and finance lease income is allocated to the accounting periods so as to reflect a constant periodic rate of 

return on the Fund’s net investment outstanding with respect to the lease. 
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

Capital  
 

Units in the Fund are classified as equity instruments when:  

• The units entitle the holder to a pro rata share of the Fund’s net assets in the event of the Fund’s liquidation;  

• The units are in the class of instruments that is subordinate to all other classes of instruments;  

• All units in the class of instruments that is subordinate to all other classes of instruments have identical features;  

• The units do not include any contractual obligation to deliver cash or another financial asset other than the holder’s 

rights to a pro rata share of the Fund’s net assets; and  

• The total expected cash flows attributable to the units over the life of the instrument are based substantially on the 

profit or loss, the change in the recognised net assets or the change in the fair value of the recognised and 

unrecognised net assets of the Fund over the life of the instrument. 

 

In addition to the units having all of the above features, the Fund must have no other financial instrument or contract that 

has:  

• Total cash flows based substantially on the profit or loss, the change in the recognised net assets or the change in 

the fair value of the recognised and unrecognised net assets of the Fund; and  

• The effect of substantially restricting or fixing the residual return to the Unitholders in the Fund. 

 

The Fund continuously assesses the classification of the units. If the units cease to have all the features, or meet all the 

conditions set out, to be classified as equity, the Fund will reclassify them as financial liabilities and measure them at fair 

value at the date of reclassification, with any differences from the previous carrying amount recognised in equity. If the 

units subsequently have all the features and meet the conditions to be classified as equity, the Fund will reclassify them as 

equity instruments and measure them at the carrying amount of the liabilities at the date of the reclassification. 
 

The issuance, acquisition and cancellation of the Fund’s units are accounted for as equity transactions.  

 

Upon the issuance of units, the consideration received is included in equity. Transaction costs incurred by the Fund in 

issuing or acquiring its own equity instruments are accounted for as a deduction from equity to the extent that they are 

incremental costs directly attributable to the equity transaction that otherwise would have been avoided.   

 

Earnings per unit 

 

Earnings per unit is calculated by dividing the net income for the year by the weighted average number of units outstanding 

during the year.  

 

Dividend distribution  

 

As per the Regulations, the distributed profits to Unitholders must not be less than (90%) of the fund’s annual net profits. 

Accordingly, the fund distributes dividends on quarterly basis.  

 

Unclaimed dividends are disclosed under other liabilities in the statement of financial position. 

 

Borrowings 

 

Borrowings are initially recognised at fair value. Borrowings are subsequently measured at amortised cost. 

 

New standards, amendments and interpretations issued and effective from 1 January 2021 

 

At the date of authorisation of the financial statements, there were a number of standards and interpretations which were 

in issue but not yet effective. The Fund is assessing the impact of these standards and anticipates that the adoption of these 

standards and interpretations in future periods will not have a significant impact on its financial statements. 
 

Description Effective Date 

Interest Rate Benchmark Reform — Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and 

IFRS 16 Leases Covid related rent concession) 
1 January 2021 

 

In the opinion of the Fund Board, these standards, amendments to standards and interpretations are not expected to impact 

the Fund as the Fund has no application to the above-mentioned standards. 
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

New standards, amendments and interpretations issued but not yet effective 

 

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

significant impact on the Fund’s financial statements: 
 

Description Effective Date 

Onerous Contracts — Cost of Fulfilling a Contract (Amendments to IAS 37) 1 January 2022 

Reference to the Conceptual Framework (Amendments to IFRS 3) 1 January 2022 

Annual Improvements to IFRS Standards 2018-2020 1 January 2022 

Classification of Liabilities as Current or Non-current (Amendments to IAS 1) 1 January 2023 

Accounting Policies, Changes in Accounting Estimates and Errors: Definitions of accounting 

estimates (Amendments to IAS 8) 
1 January 2023 

Income Taxes: Deferred tax related to assets and liabilities arising from single transaction 

(Amendments to IAS 12) 
1 January 2023 

IFRS 17 — Insurance Contracts 1 January 2023 

 

In the opinion of the Fund Board, these standards, amendments to standards and interpretations are not expected to impact 

the Fund. The Fund intends to adopt these standards, if applicable, when they become effective. 

 

5. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS 

 

The preparation of the Fund’s financial statements in conformity with the IFRS endorsed in the Kingdom of Saudi Arabia, 

requires the use of estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of 

contingent assets and liabilities at the reporting date and the reported amounts of revenue and expenses during the reporting 

year. Estimates and judgements are continually evaluated and are based on historical experience and other factors, 

including expectations of future events that are believed to be reasonable under the circumstances. The Fund makes 

estimates and assumptions concerning the future. The resulting accounting estimates, by definition, may differ from the 

related actual results. 

 

Significant areas where management has used estimates, assumptions or exercised judgements are as follows: 

 

Going concern 

 

The Fund Manager has made an assessment of the Fund’s ability to continue as a going concern and is satisfied that the 

Fund has the resources to continue in business for the foreseeable future. Furthermore, the Fund Manager is not aware of 

any material uncertainties that may cast significant doubt upon the Fund’s ability to continue as a going concern. Therefore, 

the financial statements continue to be prepared on the going concern basis. 

 

Net investment in finance lease 

 

The following are the critical assumptions that have been made in the process of applying the Fund’s accounting policies 

for the net investment in finance lease that have a significant effect on the amounts recognised in the financial 

statements: 

 

 the present value of the finance lease receivable amounts to substantially all of the fair value of the leased asset at 

the inception of the lease; and 

 the lease term of the assets covers the major part of the economic life of the leased asset. 
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5. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (CONTINUED) 

 

Valuation of investment properties 

 
The valuation of the investment properties is carried out by Olaat Properties Management and ValuStrat Consulting. These 
two valuers are licensed by the Saudi Authority for Accredited Valuers (“TAQEEM”). 
 

Impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable amount, which is the 

higher of its fair value less costs to sell and its value in use. The fair value less costs to sell calculation is based on available 

data from binding sales transactions, conducted at arm’s length, for similar assets or observable market prices less 

incremental costs for disposing of the asset. The value in use calculation is based on a discounted cash flow 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 asset’s performance of the cash-generating 

unit being tested. The recoverable amount is sensitive to the discount rate used for the discounted cash flow model as well 

as the expected future cash inflows and the growth rate used for extrapolation purposes.  
 
The valuation models have been applied in accordance with the recommendations of the International Valuation 
Standards Committee. The Fund manager has concluded that the valuation models used by the Fund are consistent with 
the principles in IFRS 13. These models comprise land plus cost method, residual value method and the discounted cash 
flow (“DCF”) method. 
 
Under the DCF method, an investment property’s fair value is estimated using explicit assumptions regarding the 
benefits and liabilities of ownership over the asset’s life including estimated rental income and an exit or terminal value. 
This involves the projection of a series of cash flows to which an appropriate, market-derived discount rate is applied 
to establish the present value of the income stream. 
 
Residual value and useful lives of investment properties 
 
The REIT’s management determines the estimated residual value and useful lives of its investment properties for 
calculating depreciation. These estimates are determined after considering the expected usage of the assets or physical 
wear and tear. Management will review the residual value and useful lives annually and future depreciation charge 
would be adjusted where the management believes the useful lives differ from previous estimates.  
 
The estimated useful life for investment properties, excluding land (infinite useful life), range from 40 to 55 years. 
Moreover, the estimated residual value for investments properties (building) is estimated to be Nil at the end of the useful 
life. 
 

6. CASH AND CASH EQUIVALENTS 
 

 31 December 

2021 

SR 

31 December 

2020 

SR 

 ───────── ───────── 

Balances with Saudi Fransi Capital - 5,607,971 

Bank balances with Bank Saudi Fransi 4,511,655 25,112 

 ───────── ───────── 

 4,511,655 5,633,083 

 ═════════ ═════════ 

No special commission is receivable on this balance as of 31 December 20021 (see note 12). 

 

The management has conducted a review as required under IFRS 9 and based on such an assessment, the management 

believes that there is no need for any significant impairment loss against the carrying value of bank balances. 

 

  



 

TALEEM REIT FUND  

(MANAGED BY SAUDI FRANSI CAPITAL)  
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)  
For the year ended 31 December 2021 

 

17 

 
 

7. INVESTMENTS MEASURED AT FAIR VALUE THROUGH PROFIT OR LOSS (FVTPL) 
 
As at 31 December 2021, the Fund does not hold any financial assets held at FVTPL. 
 
The following is the movement in investments during the year: 
 

 31 December 

 2021 

SR 

31 December 

2020 

SR 

Carrying amount: ───────── ───────── 

At beginning of the year - 9,536,997 

Additions during the year - 5,800,000 

Sold during the year - (15,336,997) 

 ───────── ───────── 

At end of the year - - 

 ───────── ───────── 

   

Changes in fair value:   

Changes in fair value during the year - - 

 ───────── ───────── 

Net investments at end of the year - - 

 ═════════ ═════════ 

 

During the year, the fund redeemed Nil units (2020: 984,158 units) of Al Badr Murabaha Fund (see note 12).  

 

8. NET INVESTMENT IN FINANCE LEASE 
 

 31 December 

2021 

SR 

31 December  

2020 

SR 

a) Net investment in finance lease consists of: ────────── ────────── 
   

Gross investment in finance lease (see (b) below) 69,483,270 72,191,169 

Less: Unearned finance income (see (c) below) (34,527,287) (37,512,106) 

 ────────── ────────── 

 34,955,983 34,679,063 

 ══════════ ══════════ 

  b) The future minimum lease payments to be received consist of:   
   

Within one year 2,707,895 2,707,895 

After one year but not more than five years 11,237,763 11,102,368 

Five years onwards 55,537,612 58,380,906 

 ────────── ────────── 

 69,483,270 72,191,169 

 ══════════ ══════════ 

c) The maturity of unearned finance income is as follows:   
   

Within one year (2,348,976) (2,397,921) 

After one year but not more than five years (9,097,502) (9,344,883) 

Five years onwards (23,080,809) (25,769,302) 

 ────────── ────────── 

 (34,527,287) (37,512,106) 

 ══════════ ══════════ 

 

The finance lease represents the building of the Tarbiah Islamiah School (see note 10). Finance income earned on the 

finance lease during the year was SR 2.35 million (2020: SR 2.42 million). 

 

The management has conducted a review as required under IFRS 9, based on the assessment, the management believes 

that there is no need for any significant impairment loss against the carrying value of net investment in finance lease 

at the reporting date. 
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9. PREPAYMENTS AND OTHER ASSETS 

 31 December 

 2021  

SR 

31 December 

2020 

SR 

 ────────── ────────── 

Rent receivable (a) 26,149,080 14,340,508 

Rent receivable from related party (a) & [note 12(b)]  21,240,593 14,717,963 

Receivable against disposal of investments classified as FVTPL - 2,709,413 

VAT receivable – input tax 272,227 402,353 

Prepaid expenses  387,942 458,529 

Other assets (b) 262,500 262,500 

 ────────── ────────── 

 48,312,342 32,891,266 

 ══════════ ══════════ 

(a) This represents the difference between the accumulated rental income at the reporting date (after taking into account 

contractually agreed future rent escalations) and the accumulated amount of rent due under the contract as at the 

reporting date. 
 

During the year 2020, the Fund Manager suspended rental escalation(s) for 1 year, which were becoming due in 

the year 2021 and will now be affected in the year 2022. This suspension for rental escalations has been 

appropriately accounted for in the financial statements as disclosed also in note (24). 
 

(b) During the year 2020, the Fund was subject to VAT audit for the years 2018 and 2019. Zakat, Tax and Customs 

Authority (ZATCA) raised an assessment of SR 262,500. The Fund paid the said amount of assessment during the 

month of December 2020. During the current year, the Fund Manager filed an appeal in this regard. The appeal 

was rejected by ZATCA. The Fund Manager had filed an appeal against the assessment with the Initial Committee 

for General secretariat of tax committees and after completing the hearing sessions, GSTC issued their decision in 

favor of the fund. 

 

10. INVESTMENT PROPERTIES, NET 

 

  

31 December 

2021  

SR 

31 December 

2020 

SR 

Cost:  ────────── ────────── 

At the beginning of the year  569,340,476 475,000,000 

Additions  - 94,340,476 

  ───────── ───────── 

At the end of the year  569,340,476 569,340,476 

  ───────── ───────── 

Accumulated depreciation:    

At the beginning of the year  (6,308,834) (3,128,520) 

Charged during the year  (3,836,722) (3,180,314) 

  ───────── ───────── 

At the end of the year  (10,145,556) (6,308,834) 

  ───────── ───────── 

Accumulated impairment:    

At the beginning of the year  (2,191,982) - 

Reversal of impairment / (Impairment) during the year  2,187,062 (2,191,982) 

  ───────── ───────── 

At the end of the year  (4,920) (2,191,982) 

  ───────── ───────── 

Net book value  559,190,0000 560,839,660 

  ═════════ ═════════ 

 

For the year ended 31 December 2021, the Fund recorded a reversal of impairment amounting to SR 2.19 (2020: 

Impairment loss of SAR 2.2 million). The impairment on the investment properties is determined based on the average 

of valuation by two independent valuers (see note 18). 

  



 

TALEEM REIT FUND  

(MANAGED BY SAUDI FRANSI CAPITAL)  
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)  
For the year ended 31 December 2021 

 

19 

 
 

10. INVESTMENT PROPERTIES (CONTINUED) 

 

The investment properties represent following acquired properties: 

(a) During 2020, the Fund acquired the land and building leased out to “Al Ghad National School” for a consideration 

of SR 92 million (excluding transaction cost) on 29 June 2020 corresponding to 08 Dhu’l-Qi’dah 1441. The said 

property is held in the name of “Rabwa Taleem Real Estate Company” which is owned by the KASB Capital 

(“Custodian of the Fund”). Rabwa Taleem Real Estate Company is holding the property in its name for the 

beneficial ownership of the Fund and does not possess any controlling interest or any stake in the property. Al 

Ghad National School is located in King Abdullah District in Riyadh City on Al-Uruba Street on a total land size 

spanning 11,282.58 square meters, with a total built-up area of 17,908.28 square meters. The Fund has classified 

land and building as investment property. The acquisition is funded by financing facility from Banque Saudi Fransi 

(Related Party). 

 

(b) During 2018, the Fund acquired the land and building leased out to “Al Rwad International School” for a 

consideration of SR 225 million worth of Fund units at SR 10 per unit on 26 September 2018 corresponding to 16 

Muharram 1440. The said property is held in the name of “Raj Three Company Limited” which is owned by the 

KASB Capital (“Custodian of the Fund”). Raj Three Company Limited is holding the property in its name for the 

beneficial ownership of the Fund and does not possess any controlling interest or any stake in the property. Al 

Rwad International School is located in the Alnuzha district in Riyadh City and covers an area of 30,000 square 

meters. The Fund has classified land and building as investment property. 

 

(c) During 2017, the Fund acquired the land and building leased out to “Tarbiah Islamiah School” for a consideration 

of SR 285 million worth of Fund units at SR 10 per unit on 29 Shabaan 1438 corresponding to 25 May 2017. The 

said property is held in the name of “Rabwa Taleem Real Estate Company” which is owned by the KASB Capital 

(“Custodian of the Fund”). Rabwa Taleem Real Estate Company is holding the property in its name for the 

beneficial ownership of the Fund and does not possess any controlling interest or any stake in the property. Tarbiah 

Islamiah School is located in the Umm-al-Hamam district in Riyadh City and covers an area of 45,666.94 square 

meters on Al-Takhassusi Street. The previous owner (Ahmed Al Rasheed and Sons Holding Company) holds 

36.22% (2020: 38.92%) of the total units in the Fund. The Fund has classified land as investment property. 

 

11. ACCRUED EXPENSES AND OTHER LIABILITIES 

 
31 December 

2021 

SR 

31 December  

2020 

SR 

 ──────────── ──────────── 

Advanced lease payments 2,507,278 - 

Custody fees payable 130,988 - 

Professional fees payable 33,176 - 

Unearned/deferred rentals  - 2,950,548 

Accrued expenses and others 113,332 211,505 
 ──────────── ──────────── 

 2,784,774 3,162,053 
 ════════════ ════════════ 

 

12. RELATED PARTY TRANSACTIONS AND BALANCES 

 

Parties are considered to be related if one party has the ability to control the other party or exercise significant influence 

over the other party in making financial or operational decisions. In considering each possible related party relationship, 

attention is directed to the substance of the relationship, not merely the legal form. 

 

Related parties include Saudi Fransi Capital (“the Fund Manager”), Banque Saudi Fransi (the bank and the shareholder 

of the Fund Manager), the Fund Board, affiliates of the Fund Manager, the Funds managed by the Fund Manager and 

the Unitholders of the Fund. 

 

In the ordinary course of its activities, the Fund transacts business with related parties.  
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12. RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED) 

 

Transactions with related parties during the years and balances at the end of the years are as follows: 
 

  
Amount of transactions 

Balances 

Receivables/(Payables) 

Related  

Party 
Nature of transaction 

For the year 

ended 

31 December 2021 

SR 

For the year 

ended 

31 December 2020 

SR 

31 December 

2021 

SR 

31 December 

2020 

SR 

  ──────── ──────── ──────── ──────── 

Fund 

Manager 

Asset management fees  

(note “a” below) 
(3,825,000) (3,825,000) (1,108,712) (1,105,702) 

      

 

Receivable against disposal  

of investments classified as 

FVTPL 
- - - 2,709,413 

      

Fund Board 
Board fees to independent 

board members 
(40,000) (10,000) - - 

      

Unitholders 

(note “b” 

below) 

Rental income 21,303,607 22,099,996 21,240,593 14,717,963 
     

Finance lease income 2,346,258 2,419,729 - - 
     

      

Banque Saudi 

Fransi  

Borrowings from bank - 98,900,000 (94,300,000) (94,318,624) 
     

Repayment of borrowings - (4,600,000) - - 
     

 
Management fee on loan 

facility  
(70,588) (494,500) 387,942 458,529 

      

 
Borrowing fee/roll over 

charges on loan facility  
(18,860) (4,715) - - 

      

 Dividend distribution charges (10,908) (9,338) - (3,416) 
      

 Finance cost (2,190,014) (1,195,348) - (18,624) 

 

a. As per the Terms and Conditions of the Fund, the Fund Manager charges a management fee calculated at an annual 

rate of 0.75% of the net asset value of the Fund. This is accrued monthly and paid on a semi-annual basis. 
 

During the year 2018, the Fund Board resolved to charge the management fee based on the capital base of SR 510 

million of the Fund instead of net assets of the Fund as long as the NAV is above the capital base. 

 

b. The sponsor Unitholder of the Fund, namely Ahmed Al Rasheed and Sons Holding Company is also a shareholder of 

the company that owns Tarbiah Islamiah School. Accordingly, the income and related assets in lieu of the lease 

agreement with Tarbiah Islamiah School has been disclosed under related party transactions. 

 

The Fund maintained cash with Saudi Fransi Capital amounting to SR Nil (2020: SR 5,607,971) and Banque Saudi Fransi 

amounting to SR 4,511,655 (2020: SR 25,112). 

 

As at 31 December 2021, the Fund held Nil units (2020: Nil) in Al Badr Murabaha Fund after subscribing Nil units (2020: 

370,167 units) and then redeeming all of its remaining 984,158 units during 2020. As at 31 December 2020, the 

subscription of the 370,167 units amounted to SR 5.8 million and the redemption of the remaining 984,158 units amounted 

to SR 15.41 million. 
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13. CAPITAL  

 

The capital of the Fund is SR 510 million divided into 51 million participating units of SR 10 par value, with each 

carrying one vote. All issued participating units are fully paid and are listed on the Saudi Stock Exchange (Tadawul). 

The Fund’s capital is represented by these participating units and are classified as equity instruments. The units are 

entitled to dividends when declared and to payment of a proportionate share of the Fund’s net asset value upon winding 

up of the Fund. A reconciliation of the number of units outstanding at the beginning and end of each reporting period 

is presented in the statement of changes in net assets. 

 

14. BORROWINGS FROM BANK 

 

This represents Islamic mode of financing obtained from a local bank (Banque Saudi Fransi) utilised to finance the 

acquisition of the property “Al Ghad National School”. The Islamic financing involves the sale and purchase of 

commodities with the bank as per mutually agreed terms. The Fund obtained financing at an average rate of return of Saudi 

Interbank Offer Rate (SIBOR) plus the bank’s commission. The Fund is to repay the principal in one bullet payment on 

30 June 2027. The loan has been obtained in the name of Rabwa Taleem Real Estate Company (SPV of the fund). 

 

The title deed of Rowad International School has been mortgaged and is being held as a collateral against the bank 

borrowings. 

 

15. INCOME FROM INVESTMENT PROPERTIES  
 

 

 
The operating lease relates to land of Tarbiah Islamiah School, land and building of Al Rwad International School, and 
land and building of Al Ghad National School which is leased out for a remaining lease term of 22.2 years (2020: 23.2 
years), 20.25 years (2020: 21.25 years) and 8.5 years (2020: 9.5 years) respectively. The leases provide for tenants to 
pay the base rent, with provisions for contractual increases in base rent over the term of the leases. 
 
Future rental commitments (to be received) at year end, under the operating leases is as follows: 
 

 31 December 

2021  

SR 

31 December 

2020 

SR 

 ────────── ────────── 

Not later than one year 41,264,105 41,264,105 

Later than one year and less than five years 174,534,337 171,375,032 

Later than five years 770,950,443 815,373,853 

 ────────── ────────── 

 986,748,885 1,028,012,990 

 ══════════ ══════════ 

 

16. DIVIDEND/DISTRIBUTION 

 

During the year, the Fund has paid dividends amounting to SR 26.52 million, net off unclaimed dividends (2020: SR 

32.62 million). The dividend per unit amounted to SR 0.52 per unit (2020: SR 0.64 per unit).  

 

Subsequent to the year end, the Fund Board has approved, declared and paid dividends amounting to SR 6.12 million 

(SR 0.12 per unit) (2020: SR 8.16 million (SR 0.16 per unit)). 

  

 
For the year ended  

31 December 2021 

SR 

For the year ended  

31 December 2020 

SR 

 ──────────── ──────────── 

Lease rental income on investment properties 48,287,290 46,286,681 

 ════════════ ════════════ 
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17. PROVISION OF ZAKAT 

 

a) Basis for Zakat: 

 

Zakat is payable at 2.5% of higher of the approximate zakat base and adjusted net income attributable to the Saudi 

Unitholders. The Fund has computed the provision for zakat based on the zakat base. 

 

b) Movement of provision for zakat: 

 31 December  
2021 

SR 

31 December 

2020 

SR 

 ────────── ────────── 

Balance at the beginning of the year  1,748,511 1,529,806 

Provision for the year 2,132,036 1,748,511 

Payments during the year (1,750,476) )1,529,806( 

 ────────── ────────── 

Balance at the end of the year  2,130,071 1,748,511 

 ══════════ ══════════ 

c) Status of annual return and assessments: 

The Fund would file the annual return for the year ended 31 December 2021 within the stipulated timelines as specified 

under the Zakat regulations issued by General Authority of Zakat and Tax (“GAZT”). 

 

18. EFFECT OF NET ASSET VALUE IF INVESTMENT PROPERTIES ARE FAIR VALUED 

 

In accordance with Article 22 of the Real Estate Investment 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 evaluations prepared by independent 

valuers. As set out in the terms and conditions of the Fund, the net asset values declared are based on the market value 

obtained. However, in accordance with International Accounting Standards 40 (“IAS 40”) the Fund opted to use the cost 

method wherein investment properties are carried 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 valuation of the investment properties is carried out by Olaat Properties Management and ValuStrat Consulting. These 

two valuers are licensed by the Saudi Authority for Accredited Valuers (“TAQEEM”). The Fund Manager has used the 

average of the two valuations for the purposes of disclosing the fair value of the investment properties. The investment 

properties were valued taking into consideration of a number of factors, including the area and type of properties, and 

valuation techniques using significant unobservable inputs, including the land plus cost method, residual value method and 

the discounted cash flow method. 

 

Below is an analysis of the investment properties fair value versus cost: 

 

 
 31 December 

2021 

SR 

31 December 

2020 

SR 

  ────────── ────────── 

Estimated fair value of investment properties  573,567,291 571,303,116 

Book value of investment properties    (559,189,999) (560,839,660) 

  ────────── ────────── 

Estimated fair value in excess of book value  14,377,292 10,463,456 

  ══════════ ══════════ 

    

Units in issue (numbers)   51,000,000 51,000,000 

  ══════════ ══════════ 

Value per unit relating to excess of estimated fair value  

over book value of investment properties 
 

0.2819 0.2052 

  ══════════ ══════════ 
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18. EFFECT OF NET ASSET VALUE IF INVESTMENT PROPERTIES ARE FAIR VALUED 

(CONTINUED) 

 

Net asset value 

 31 December 

2021 

SR 

31 December 

2020 

SR 
  ────────── ────────── 

Net asset value as per the financial statements  546,646,423 533,708,182 

Estimated fair value in excess of book value of  

investment properties 
 

14,377,292 10,463,456 

  ────────── ────────── 

Net asset value based on fair valuation of  

investment properties 
 

561,023,715 544,171,638 

  ══════════ ══════════ 

Net asset value per unit    
    

Net asset value per unit as per the financial statements  10.7186 10.4649 

Estimated fair value in excess of book value of  

investment properties 
 

0.2819 0.2052 

  ────────── ────────── 

Net asset value per unit based on fair valuation of  

investment properties 
 

11.0005 10.6701 

  ══════════ ══════════ 

 

The Fund’s investment in the building of Tarbiah Islamiah School has been classified as a finance lease in accordance with 

IFRS as endorsed in KSA. The fair value of the net investment in finance lease has been determined based on the market 

special commission rates. As of the reporting date, the carrying value of the net investment in finance lease approximates 

its fair value. 

 

19. MATURITY ANALYSIS OF ASSETS AND LIABILITIES 

 

The table below shows an analysis of assets and liabilities according to when they are expected to be recovered or settled 

respectively: 

 

31 December 2021 

Within 

12 months 

SR 

After 

12 months 

SR 

Total 

SR 

 ───────── ───────── ───────── 

ASSETS    

Cash and cash equivalents  4,511,655 - 4,511,655 

Net investment in finance lease 358,919 34,597,064 34,955,983 

Prepayments and other assets 5,767,136 42,545,210 48,312,346 

Investment properties - 559,190,000  559,190,000 
 ───────── ───────── ───────── 

TOTAL ASSETS 10,637,710 636,332,274 646,969,984 
 ═════════ ═════════ ═════════ 

LIABILITIES    

Management fees payable 1,108,712 - 1,108,712 

Accrued expenses and other liabilities  2,784,774 - 2,784,774 

Provision of zakat 2,130,071 - 2,130,071 

Borrowings from bank - 94,300,000 94,300,000 
 ───────── ───────── ───────── 

TOTAL LIABILITIES 6,023,557  94,300,000 100,323,557  
 ═════════ ═════════ ═════════ 
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19. MATURITY ANALYSIS OF ASSETS AND LIABILITIES (CONTINUED) 

 

31 December 2020  

Within 

12 months 

SR 

After 

12 months 

SR 

Total 

SR 

 ───────── ───────── ───────── 

ASSETS    

Cash and cash equivalents  5,633,083 - 5,633,083 

Net investment in finance lease 309,974 34,369,089 34,679,063 

Prepayments and other assets  3,832,795 29,058,471 32,891,266 

Investment properties - 560,839,660 560,839,660 
 ───────── ───────── ───────── 

TOTAL ASSETS 9,775,852 624,267,220 634,043,072 
 ═════════ ═════════ ═════════ 

LIABILITIES    

Management fees payable 1,105,702 - 1,105,702 

Accrued expenses and other liabilities 3,162,053 - 3,162,053 

Provision of zakat 1,748,511 - 1,748,511 

Borrowings from bank 18,624 94,300,000 94,318,624 
 ───────── ───────── ───────── 

TOTAL LIABILITIES 6,034,890 94,300,000 100,334,890 
 ═════════ ═════════ ═════════ 

 

20. SEGMENT INFORMATION 

 

The Fund is organised into one operating segment (“Educational Institutions”). Accordingly, all significant operating 

decisions are based upon analysis of the fund as one segment.  

 

21. FINANCIAL AND RISK MANAGEMENT OBJECTIVES AND POLICIES 

 

Risk management 

 

The Fund Manager is primarily responsible for identifying and controlling risks.  

 

Risk measurement and reporting system 
 

Monitoring and controlling risks is primarily set up to be performed based on limits as specified in the regulations. In 

addition, the compliance department of the Fund Manager monitors the exposures against the limits as specified in the 

regulations.  

 

Risk mitigation 

 

The Fund’s investment guidelines as specified in Terms and Conditions and fact sheet set out its overall business 

strategies, its tolerance for risk and its general risk management philosophy. 

 

Concentration risk 

 

Concentration indicates the relative sensitivity of the Fund’s performance to developments affecting a particular 

industry or geographical location. 

 

Concentrations risk arise when a number of financial instruments or contracts are entered into with the same 

counterparty, or where a number of counterparties are engaged in similar business activities, or activities in the same 

geographical region, or have similar economic features that would cause their ability to meet contractual obligations to 

be similarly affected by changes in economic, political or other conditions. As the Fund has invested in real estate in 

Kingdom of Saudi Arabia, there is a concentration risk of geographical location. 
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21. FINANCIAL AND RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED) 

 

Credit risk 

 

Credit risk is the possibility of non-payment by counterparties and financial institutions through which the Fund 

transacts. The Fund is exposed to credit risk on its cash and cash equiualents, rental income receivable and net 

investment in finance lease. Cash and cash equivalent is maintained with Banque Saudi Fransi. The net investment in 

finance lease is made with the Unitholder of the Fund for whom no credit rating is available. Cash flows from the lessees 

are being received in accordance with the lease with no issues of default. The maximum exposure to the credit risk for 

the financial assets is their carrying value.  

 

The following table shows the Fund’s maximum exposure to credit risk for components of the statement of financial 

position. 

 

31 December 

2021 

SR 

31 December 

2020 

SR 

 ───────── ───────── 

Cash equivalents  4,511,655 5,633,083 

Net investment in finance lease 34,955,983 34,679,063 

Other assets  47,652,173 32,030,384 

 ───────── ───────── 

 87,119,811 72,342,530 

 ═════════ ═════════ 
 

Liquidity risk 

 

Liquidity risk is the risk that the Fund may encounter difficulty in generating funds to meet commitments associated 

with financial liabilities, which comprise of management fees payable, bank borrowings, accrued finance cost and other 

liabilities. The Fund is a closed-ended fund and further to subscribing to the Fund’s units during the offering period, no 

sales and purchase of units are permitted, unless specifically approved by the CMA. 

 

The remaining contractual maturities at the reporting date of the Fund’s financial liabilities, except for borrowings from 

bank (see note 14), consisting of management fee payable and other liabilities are all due within 12 months. The 

undiscounted amount of these financial liabilities approximates their carrying values at the reporting date. 

 

Market risk 

 

Market risk is the risk that changes in the market prices, such as foreign exchange rates, equity prices and interest rates, 

will affect the Fund’s income or cash flows. The objective of market risk management is to manage and control market 

risk exposures within acceptable parameters while optimising the return 

 

Currency risk 
 

Currency risk is the risk that the value of a financial instrument may fluctuate due to a change in foreign exchange rates. 

The financial instruments of the Fund i.e. bank balances, financial assets held at FVTPL, rental income receivable, 

management fee payable and other liabilities are denominated in Saudi Arabian Riyals. Accordingly, the Fund is not 

exposed to any currency risk. 

 

Investment property price risk 

 

Investment property price risk is the risk that the tenant may become insolvent causing a significant loss of rental 

income and reduction in the value of the associated property. The Fund Manager manages this risk through review of 

financial status of all tenants and decides on the appropriate level of security required via promissory notes and/or 

guarantee. 
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21. FINANCIAL AND RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED) 

 

Special commission rate risk 

 

Special commission rate risk is the risk that the value of financial instruments will fluctuate due to changes in the market 

special commission rates. The Fund is subject to special commission rate risk on its special commission bearing assets 

including net investment in finance lease.  

 

The Fund does not account for any fixed rate special commission bearing financial assets at fair value and therefore, a 

change in special commission rates at the reporting date would not have any affect on the financial statements. 

 

22. LAST VALUATION DAY  

 

The last valuation day of the year was 30 December 2021 (2020: 31 December 2020). 

 

23. EVENTS AFTER THE END OF REPORTING PERIOD 

 

Subsequent to the statement of financial position date, following events have occurred: 

 

- Subsequent to the year end, the Fund Board has approved, declared and paid dividends as detailed in note (16). 

 

- In February 2022, the Fund Manager announced new developments on the existing Tarbiah Islamiah School 

property with total estimated costs of SR 33.3 million and an expected completion date of August 2022; and 

 

- In February 2022, the Fund Manager announced the completion of an acquisition of a portfolio of four properties, 

comprising of three kindergartens and a school. The total purchase price of the acquisition was SR 148.5 million 

and this was financed through a loan facility. The Fund will pay brokerage fee in respect of this. 

 

The Fund Manager is currently assessing the impact of above stated events and will continue to reassess the Fund’s 

position and the related impact on a regular basis. Moreover, the Fund Manager will follow up on events and monitor 

any future substantial developments. 

 

24. IMPACT OF COVID-19  

 

On 11 March 2020, the World Health Organization (“WHO”) declared the Coronavirus (“Covid-19”) outbreak as a 

pandemic in recognition of its rapid spread across the globe. This outbreak has also affected the GCC region including 

the Kingdom of Saudi Arabia. Governments all over the world took steps to contain the spread of the virus. Saudi 

Arabia in particular implemented closure of borders, released social distancing guidelines and enforced country wide 

lockdowns and curfews. Later on, the situation has improved with the easing of lockdown restrictions. 

 

In response to the spread of the Covid-19 virus, the Fund Manager has proactively assessed its impacts on the operations 

of the Fund and has taken a series of proactive and preventative measures to ensure the health and safety of its 

employees. 

 

For the year ended 31 December 2021, the impacts due to Covid-19 pandemic on the operations of the Fund have been 

disclosed below: 

 

- With due consideration to the potential impact of the COVID-19 pandemic, the Fund Manager has suspended 

rental escalation(s) for 1 year, which was becoming due in the year 2021 and will now be affected in the year 2022; 

and 

 

- The Fund Manager appointed an independent Financial consultant to assess the financial stress caused by COVID-

19 pandemic on Fund’s tenants. Based on the independent financial consultant’s report, the fund has extended the 

financial support to tenants and offered certain discounts for the current year. The discounts have been 

appropriately accounted for in the Financial statements.    

 
The Fund Manager continues to monitor the evolving situation carefully and will take required actions. Further, the 

Fund will continue to follow the Government policies and advice and, in parallel, will do utmost to continue Fund’s 

operations in the best and safest way possible without jeopardising the health of employees. 
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25. APPROVAL OF THE FINANCIAL STATEMENTS 

 

These financial statements were approved by the Fund Board on  28 Shaban 1443H (corresponding to 31 March 2022). 
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