ALAHLI REIT FUND (1)
(Managed by SNB Capital Company)
FINANCIAL STATEMENTS

For the year ended 31 December 2024
together with
Independent Auditor’s Report
To the Unitholders



ALAHLI REIT FUND (1)
(Managed by SNB Capital Company)

FINANCIAL STATEMENTS AND INDEPENDENT AUDITOR’S REPORT
For the year ended 31 December 2024

Independent auditor’s report on the financial statements to the unitholders
Statement of financial position

Statement of profit or loss and other comprehensive income

Statement of changes in net assets (equity) attributable to the unitholders
Statement of cash flows

Notes to the financial statements 9-39



KPMG!

KPMG Professional Services Company  4xige daalua dyigall il Ll o) (2 S 484

Roshn Front, Airport Road Dadll G cpdig ) dgals
P.O. Box 92876 AVAVT &y (3 gdba
Riyadh 11663 YYTTY Ll
Kingdom of Saudi Arabia 203 saal) A yal) ASLadl)
Commercial Registration No 1010425494 ARAREACILEINSYPY ECu3 i
Headquarters in Riyadh oAl uﬁ () S yal)

Independent Auditor s Repor

To the Unitholders of AlAhli REIT Fund (1) managed by SNB Capital Company

We have audited the financial statements of AlAhli REIT Fund (1) (the “Fund”), managed by SNB Capital
Company which comprise the statement of financial position as at 31 December 2024, the statements of
profit or loss and other comprehensive income, changes in net assets (equity) attributable to the
unitholders and cash flows for the year then ended, and notes to the financial statements, comprising
material accounting policies and other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Fund as at 31 December 2024, and its financial performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards as issued by the International
Accounting Standards Board (“IFRS Accounting Standards”) that are endorsed in the Kingdom of Saudi
Arabia and other standards and pronouncements issued by the Saudi Organization for Chartered and
Professional Accountants (“SOCPA”).

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 Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of the
Fund in accordance with the International Code of Ethics for Professional Accountants (including
International Independence Standards), that is endorsed in the Kingdom of Saudi Arabia that are relevant
to our audit of the financial statements, and we have fulfilled our other ethical responsibilities in accordance
with the Code’s requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the financial statements of the current period. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.

KPMG Professional Services Company, a professional closed joint stock company registered in the Kingdom of Saudi Arabia with a paid-up capital of SAR110,000,000 and a non-partner member firm of
the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee.
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kPMG
Independent Auditor s Repor

To the Unitholders of AlAhli REIT Fund (1) managed by SNB Capital Company (continued)

Investment properties

See Note 9 to the financial statements.

The key audit matter

How the matter was addressed in our audit

As at 31 December 2024, the investment
properties are stated at cost net of accumulated
depreciation and impairment losses (if any). The
carrying amount of these investment properties
amounted to SR 1,784.9 million (31 December
2023: 1,764.6 million) and the fair value of these
properties at that date amounted to SR 1,970.7
million (31 December 2023: 1,933.3 million).

The Fund conducts an annual assessment to
verify the existence of any indicators of impairment
of investment properties. If any impairment
indicator exists, the Fund estimates the
recoverable amount.

We considered assessing the existence of
impairment in investment properties and
estimating its recoverable amount — including
estimating of the fair value - as a key audit matter
since that requires significant assumptions and
judgments that could result in material
misstatements of the calculation of impairment
losses (if any) and also misstatements with regard
to the disclosure of the fair values of the
investment properties in the financial statements.

Our audit procedures, included among others:

- Obtained Fund Manager’s estimates regarding
the existence of indicators of impairment of
investment properties and the mechanism used
if there is an indication of impairment of
investment properties.

- Assessed on a sample basis the accuracy of
observable inputs used in the valuations, such
as rental income, occupancy rates and lease
lengths back to lease agreements for a sample
of properties.

- Measured the recoverable amount to determine
whether the recognition of impairment losses is
required.

- Communicated with the independent real estate
valuation experts “management expert”’ to
understand the assumptions and the approach
used in valuing the investment properties and
the market evidence used by the valuer to
support the assumptions used and
communicating with our specialists.

- Assessed the independence of the Fund’s
independent real estate valuation experts
“management expert” and their professional
qualifications and their accreditation by the
Saudi Authority for Accredited Values
(TAQEEM).

- Involved our specialists to assess the key
assumptions used by the real estate valuation
experts “management expert” in estimating the
fair value of the investment properties.

- Assessed the adequacy of disclosures in the
financial statements.
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To the Unitholders of AIAhIi REIT Fund (1) managed by SNB Capital Company (continued)

Other Information

The Fund Manager is responsible for the other information. The other information comprises the
information included in the annual report but does not include the financial statements and our auditor’s
report thereon. The annual report is expected to be made available to us after the date of this auditor's
report.

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

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

When we read the annual report, when made available to us, if we conclude that there is a material
misstatement therein, we are required to communicate the matter to those charged with governance.

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

The Fund Manager is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS Accounting Standards as issued by the International Accounting Standards Board
and that are endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements 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 the Fund
Manager determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. ‘Reasonable assurance’ is a high level of assurance but is not a guarantee that an
audit conducted in accordance with International Standards on Auditing (ISAs) 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 aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these financial statements.

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

— Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations or the override of internal control.
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To the Unitholders of AlAhli REIT Fund (1) managed by SNB Capital Company (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements (Continued)

— 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 Fund Manager.

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

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

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit of AlAhli REIT Fund (1) (the “Fund”).

We also provide those charged with governance with a statement that we have complied 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, actions taken
to eliminate threats or safeguards applied.

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

KPMG Professional Services Company
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Ebrahim Oboud Baeshen
License Number: 382

Al Riyadh on: 24 Ramadan 1446H
Corresponding to: 24 March 2025
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ALAHLI REIT FUND (1)
(Managed by SNB Capital Company)
STATEMENT OF FINANCIAL POSITION

As at 31 December 2024
Expressed in Saudi Riyals ‘000 (unless otherwise stated)

31 December 31 December

Notes 2024 2023
ASSETS
Current assets
Cash and cash equivalents 6 10,585 12,149
Operating lease receivables 7 55,842 65,555
Prepayments and other receivables 8 3,454 4,356
Total current assets 69,881 82,060
Non-current assets
Investment properties 9 1,784,937 1,764,589
Property and equipment 10 131,666 138,672
Total non-current assets 1,916,603 1,903,261
Total assets 1,986,484 1,985,321
LIABILITIES
Current liabilities
Due to related parties - suppliers 15 27,461 31,229
Unearned rentals 11 30,925 41,584
Other liabilities 12 11,553 7,807
Security deposits 6,117 6,476
Provision for Zakat 14 345 345
Total current liabilities 76,401 87,441
Non-current liabilities
Borrowings 13 714,280 660,005
Total non-current liabilities 714,280 660,005
Total liabilities 790,681 747,446
Net assets (equity) attributable to the unitholders 1,195,803 1,237,875
Units in issue (Numbers in thousands) 137,500 137,500
Net assets (equity) per unit (SAR) 8.70 9.00
Net assets (equity) per unit at fair value of investment
properties (SAR) 22 10.04 10.23

The accompanying notes 1 to 29 form an integral part of these financial statements.




ALAHLI REIT FUND (1)

(Managed by SNB Capital Company)

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2024
Expressed in Saudi Riyals ‘000 (unless otherwise stated)

Rental revenue from investment properties

Revenue from hotel operations

Rebate income

Gain on investments at fair value through profit or loss
Total revenue

Expenses

Other operating expenses

Depreciation

Impairment loss on receivables from operating leases
Impairment loss on property and equipment
Management fees

Professional fees

Board fees

Tadawul fees

Custody fees

Shariah fees

Other expenses

Total operating expenses

Profit before finance cost

Finance cost

Operating profit before Zakat

Zakat

Profit for the year

Other comprehensive income for the year

Increase in net assets attributable to unitholders

Weighted average units outstanding (Numbers in
thousands)

Earnings per unit (Basic and diluted)

Notes

17
17

18
9& 10

10

19

20

14

2024 2023
168,462 167,329
19,185 15,734
28 49

207 364
187,882 183,476
(56,064) (48,634)
(26,221) (23,978)
(1,312) (8,500)
(8,000) -
(20,997) (20,854)
(501) (563)
(100) (100)
(805) (805)
(500) (506)
24) (24)
(1,606) (1,712)
(116,130) (105,676)
71,752 77,300
(45,074) (37,244)
26,678 40,556
26,678 40,556
26,678 40,556
137,500 137,500
0.19 0.29

The accompanying notes 1 to 29 form an integral part of these financial statements.




ALAHLI REIT FUND (1)
(Managed by SNB Capital Company)
STATEMENT OF CHANGES IN NET ASSETS (EQUITY)
ATTRIBUTABLE TO THE UNITHOLDERS
For the year ended 31 December 2024

Expressed in Saudi Riyals ‘000 (unless otherwise stated)

31 December 31 December
Notes 2024 2023
Net assets (equity) attributable to the unitholders at
beginning of the year 1,237,875 1,272,944
Increase in net assets attributable to unitholders 26,678 40,556
Dividend declared during the year 23 (68,750) (75,625)
Net assets (equity) attributable to the unitholders at
end of the year 1,195,803 1,237,875

The accompanying notes 1 to 29 form an integral part of these financial statements.




ALAHLI REIT FUND (1)
(Managed by SNB Capital Company)
STATEMENT OF CASH FLOWS

For the year ended 31 December 2024

Expressed in Saudi Riyals ‘000 (unless otherwise stated)

31 December

31 December

Notes 2024 2023

Cash flows from operating activities
Operating profit before Zakat 26,678 40,556
Adjustment for non-cash items:
Depreciation on investment properties 9 21,809 19,559
Depreciation on property and equipment 10 4,412 4,419
Finance cost 20 45,074 37,244
Impairment loss on property and equipment 10 8,000 -
Impairment loss on receivables against operating leases 7 1,312 8,500

107,285 110,278
Changes in:
Receivables from operating leases 8,401 (1,921)
Prepayments and other receivables 902 (1,140)
Due to related parties - suppliers (3,768) 8,477
Unearned rentals (10,659) 4,098
Other liabilities 3,985 (73)
Security deposits (359) (970)

105,787 118,749
Zakat paid 14 - (1,809)
Net cash generated from operating activities 105,787 116,940
Cash flows from investing activities
Additions to investment properties 9 (36,018) (65.866)
Additions to property and equipment 10 (5,406) (1,799)
Net cash used in investing activities (41,424) (67,665)
Cash flows from financing activities
Dividend paid 23 (68,750) (75,625)
Proceeds from loan 13 53,595 70,802
Interest paid (50,772) (42,278)
Net cash used in financing activities (65,927) (47,101)
Net (decrease) / increase in cash and cash equivalents (1,564) 2,174
Cash and cash equivalents at the beginning of the year 12,149 9,975
Cash and cash equivalents at end of the year 10,585 12,149

The accompanying notes 1 to 29 form an integral part of these financial statements.




ALAHLI REIT FUND (1)
(Managed by SNB Capital Company)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2024
Expressed in Saudi Riyals ‘000 (unless otherwise stated)

2.1

THE FUND AND ITS ACTIVITIES

AlAhli REIT Fund (1) (“Fund”) is a closed-ended Shariah compliant real estate investment traded
fund, established and managed by SNB Capital Company (“Fund Manager”), a subsidiary of the
Saudi National Bank (“SNB”), for the benefit of the Fund’s unitholders. The Fund is ultimately
supervised by the Fund Board.

As per license number 37-06046 granted by the Capital Market Authority (“CMA”), the Fund
Manager is authorized to carry out the following activities with respect to securities:

a) Dealing as principal and agent, and underwriting;
b) Arranging;

¢) Managing;

d) Advising; and

e) Custody.

The Fund’s objective is to provide periodic rental income to its unitholders by investing mainly
in developed income-generating properties and to potentially provide capital growth by
developing and/or expanding and/or selling assets.

The Fund invests mainly in developed income-generating real estate assets and may invest part
of its assets and cash surplus in Murabaha transactions and short term deposits in Saudi Riyals
with banks that are licensed by the Saudi Central Bank (“SAMA”) and operate in Saudi Arabia.
The Fund may also invest in public money market funds approved CMA.

The terms and conditions of the Fund were approved by CMA on 11 Rabi AlAwwal 1439H
(corresponding to 29 November 2017). The offering period for the subscription of the units was
from 6 December 2017 to 19 December 2017. Unitholders subscribed for the units of the Fund
during the offering period and cash was held in collection account of SNB Capital. The cash was
transferred to the bank account of the Fund on its commencement date which was used to purchase
the investment properties and units were issued to the unitholders simultaneously. The Fund
commenced its activities on 25 December 2017 (the “Inception Date”). On the Inception Date,
the Fund issued 137,500 units for SR 1,375 million, which was considered as an initial capital
contribution of the Fund.

The Fund’s term is ninety nine (99) years. The term of the Fund may be extended at the Fund
Manager's discretion, subject to CMA approval.

The Fund was established and units were offered in accordance with the Real Estate Investment
Traded Funds Instructions issued by CMA pursuant to Resolution No. 6-130-2016, dated
23/1/1438H, corresponding to 24/10/2016G amended by Resolution No. 2-115-2018, dated
13/2/1440H corresponding to 22/10/2018G. The Fund is governed by Real Estate Investment
Funds Regulations issued by CMA on 19/6/1427 corresponding to 15/7/2006G.

As per the terms and conditions of the Fund, the Fund aims to distribute at least 90% of its net
income to its unitholders.

BASIS OF ACCOUNTING

Statement of compliance

These financial statements have been prepared in accordance with IFRS Accounting Standards as
issued by the International Accounting Standards Board (“IFRS Accounting Standards”) that are
endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements issued by the
Saudi Organization for Chartered and Professional Accountants (“SOCPA”) and to comply with the
related Implementing Regulations issued by CMA and the Fund’s terms and conditions.




ALAHLI REIT FUND (1)
(Managed by SNB Capital Company)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2024
Expressed in Saudi Riyals ‘000 (unless otherwise stated)

2

BASIS OF ACCOUNTING (CONTINUED)

Basis of measurement

2.3

These financial statements have been prepared under the historical cost convention using the accrual
basis of accounting and the going concern assumption except for investment at fair value through
profit or loss (“FVTPL”) which is recorded at fair value.

On 31 December 2019, CMA has examined the suitability of continuing to use the cost model or
permitting the use of the fair value model or revaluation option and made the following decisions:

- Obligating listed funds to continue to use the cost model to measure property (under IAS 16)
and investment property (under IAS 40) in the financial statements prepared for financial
periods before the calendar year 2023.

- Allowing listed funds to choose between fair value model and revaluation model to measure
property (under IAS 16) and investment property (under IAS 40) for the financial periods
starting from the calendar year 2023 or thereafter. The Fund has chosen to continue to use the
cost model to measure its investment properties.

Functional and presentation currency

The functional and presentation currency of the Fund is Saudi Riyals (SAR). The amounts
included in these financial statements have been presented to the nearest thousand.

NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS
New effective requirements

The following new accounting standards or amendments are effective for annual periods
beginning on 1 January 2024, however, the adoption of these standards or amendments had no
significant financial impact in these financial statements and is not expected to have a significant
effect in future periods:

e Lease Liability in a Sale and Leaseback - Amendments to I[FRS 16 Leases

e Classification of liabilities as Current or Non-Current and Non-current Liabilities with
Covenants - Amendments to IAS 1 Presentation of Financial Statements

e Amendments to IAS 7 Statement of Cash Flows and IFRS 7 Financial Instruments:
Disclosures - Supplier Finance Arrangements

10



ALAHLI REIT FUND (1)
(Managed by SNB Capital Company)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2024
Expressed in Saudi Riyals ‘000 (unless otherwise stated)

4
4.1

NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS (CONTINUED)

Forthcoming requirements

The standards, interpretations and amendments issued, but not yet effective up to the date of
issuance of the financial statements are disclosed below. The Company intends to adopt these
standards, where applicable, when they become effective and currently assessing the implication
on Companies financial statements on adoption.

Effective from periods

Standards / beginning on or after

Amendments Description the following date

Amendments to Lack of exchangeability: The Effects of 1 January 2025

IAS 21 Changes in Foreign Exchange Rates

Amendments to Amendments to the Classification and 1 January 2026

IFRS 9 and IFRS 7 Measurement of Financial Instruments

IFRS 18 Presentation and Disclosure in Financial 1 January 2027
Statements

IFRS 19 Subsidiaries without Public Accountability: 1 January 2027
Disclosures

Amendments to Sale or Contribution of Assets between an TBD

IFRS 10 and Investor and its Associate or Joint Venture

IAS 28

MATERIAL ACCOUNTING POLICIES

The Fund has consistently applied the accounting policies set out below to all periods presented
in these financial statements, except if mentioned otherwise.

Financial instruments

Recognition and initial measurement

Receivables from operating leases are initially recognised when they are originated. All other
financial assets and financial liabilities are initially recognised when the Fund 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
acquisition or issue.

Financial assets

Classification of financial assets
On initial recognition, a financial asset is classified as measured at amortised cost or fair value
through profit or loss (FVTPL).

A financial asset is measured at amortised cost if it meets both of the following conditions:

a. the financial asset is held within a business model whose objective is to hold financial assets
in order to collect contractual 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.

11



ALAHLI REIT FUND (1)
(Managed by SNB Capital Company)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2024
Expressed in Saudi Riyals ‘000 (unless otherwise stated)

MATERIAL ACCOUNTING POLICIES (CONTINUED)
Financial assets (continued)

A financial asset shall be measured at FVTPL unless it is measured at amortised cost.

Reclassifications

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

Derecognition

A financial asset is derecognised when:

* the rights to receive cash flows from the asset have expire, or

» the Fund has transfers its rights to receive the contractual 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

Impairment of financial assets

IFRS 9 impairment requirements use more forward-looking information to recognise expected
credit losses — the ‘expected credit loss (ECL) model’.

The Fund considers a broader range of information when assessing credit risk and measuring
expected credit losses, including past events, current conditions, reasonable and supportable
forecasts that affect the expected collectability of the future cash flows of the instrument.

Expected credit loss assessment for operating lease receivables

The Fund applies IFRS 9 simplified approach for measuring expected credit losses, which uses a
lifetime expected loss allowance. The method is applied for assessing an allowance against
financial assets measured at amortised cost.

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 and government spending to be the most relevant factor and
accordingly adjusts the historical loss rates based on expected changes in these factors.

The expected loss approach breaks 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.

12



ALAHLI REIT FUND (1)
(Managed by SNB Capital Company)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2024
Expressed in Saudi Riyals ‘000 (unless otherwise stated)

MATERIAL ACCOUNTING POLICIES (CONTINUED)
Financial assets (continued)
Expected credit loss assessment for operating lease receivables (continued)

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 committed facilities.

Model and framework

The Fund uses a point-in-time (PIT) probability of default (PD) model to measure its impairment
on 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 deterioration and starting PD when performing the allowance calculations. Also, when
calculating lifetime expected credit losses, 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 multiple forward-looking macroeconomic
scenarios. The estimate of expected credit losses reflects an unbiased probability-weighted
amount that is determined by evaluating a range of possible outcomes.

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

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

- When the customer is past due on any material credit obligation to the Fund. The customer is
more than 90 days past due on any material credit obligation to the Fund.

The carrying amount of the asset is reduced using the above model and the loss is recognised in
the statement of profit or loss. If in a subsequent year, the amount of the estimated impairment
loss increases or decreases because of an event occurring after the impairment was recognised,
the previously recognised impairment loss is increased or reduced. If a write-off is later recovered,
the recovery is recognised under reversal of impairment loss on receivables from operating leases
in the statement of profit or loss.

Specific provision

Specific provision is recognized on customer to customer basis at every reporting date. The Fund
recognizes specific provision against receivables from certain customers. Provisions are reversed
only when the outstanding 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 Fund 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.

13



ALAHLI REIT FUND (1)
(Managed by SNB Capital Company)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2024
Expressed in Saudi Riyals ‘000 (unless otherwise stated)

MATERIAL ACCOUNTING POLICIES (CONTINUED)
Financial assets (continued)

Financial liabilities
All financial liabilities are recognised initially at fair value and, in the case of loans and
borrowings, net of directly attributable transaction costs.

The Fund’s financial liabilities mainly include trade and other payables, related parties and
borrowings.

Derecognition
The Fund derecognises a financial liability when its contractual obligations are discharged or
cancelled or expired.

Modifications of financial assets and financial liabilities

Financial assets

If the terms of the financial asset are modified, the Fund 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 derecognised and a new financial asset is recognised at fair
value.

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

Financial liability

The Fund derecognises 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 recognised at fair value. The difference between the carrying amount of the
financial liability distinguished and the new financial liability with modified terms are recognised
in the statement of profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset, and the net amount is 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, to realise the assets and settle the liabilities
simultaneously.

Classification of Liabilities as Current or Non-current and Non-current Liabilities with
Covenants

The Fund has adopted Classification of Liabilities as Current or Non-current
(Amendments to IAS 1) and Non-current Liabilities with Covenants (Amendments to
IAS 1) from 1 January 2024. The amendments apply retrospectively. They clarify certain
requirements for determining whether a liability should be classified as current or non-
current and require new disclosures for non-current loan liabilities that are subject to
covenants within 12 months after the reporting period.
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ALAHLI REIT FUND (1)
(Managed by SNB Capital Company)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2024
Expressed in Saudi Riyals ‘000 (unless otherwise stated)

MATERIAL ACCOUNTING POLICIES (CONTINUED)
Investment properties

Investment properties are land, building and equipment and furnishings physically attached and
integral to a building 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 at cost on initial recognition and subsequently at cost less
accumulated depreciation and impairment losses if any.

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 (calculated as the difference between the
net proceeds from disposal and the carrying amount of the item) is recognized in profit or loss.

Cost includes expenditures that are directly attributable to the acquisition of the investment
property. The cost of self-constructed investment property includes the cost of materials and direct
labour, any other costs directly attributable to bringing the investment property to a working
condition for their intended use and capitalised borrowing costs.

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

Categories Years
Building 20 -40
Furniture and fixtures 5-10
Computer and hardware 3-10
Office equipment 4-10
Property and equipment

Items of property and equipment are measured at cost, less accumulated depreciation and any
accumulated impairment losses, if any. If significant parts of an item of property and equipment
have different useful lives, then they are accounted for as separate items (major components) of
property and equipment. Any gain or loss on disposal of an item of property and equipment is
recognized in profit or loss and other comprehensive income.

Depreciation is calculated to write off the cost of items of property and equipment less their
estimated residual values using the straight-line method over their estimated useful lives, and is

generally recognised in profit or loss. Land is not depreciated.

The estimated lives of property and equipment are as follows:

Asset Years
Buildings 20-40
Furniture & fixture 5-10
Computer and hardware 3-10
Office equipment 4-10

The useful life, estimated useful lives and residual values (if needed) and depreciation method are
reviewed at each reporting date and adjusted if appropriate.
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(Managed by SNB Capital Company)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2024
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MATERIAL ACCOUNTING POLICIES (CONTINUED)
Impairment of non-financial assets

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 exists 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 Funds 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 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 and risks specific
to the asset. 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 recognised impairment losses no longer exist or have decreased. If such indication
exists, the Fund estimates the asset’s or CGU’s recoverable amount. A previously recognised
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 recognised. 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
loss been recognised for the asset in prior years. Such reversal is recognised in the statement of
comprehensive income.

Provisions

A provision is recognised when the Fund 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 a reliable estimate of the amount can be made. Provision is
not recognised for future operating losses.

Accrued expenses and other payables are recognised initially at fair value and subsequently
measured at amortised cost using the effective commission rate method.

Revenue recognition

The Fund’s revenue mainly comprises of revenue from operating leases and revenue from hotel
operations.

Rental revenue from lease of investment properties

As a lessor:

When the Fund acts as a lessor, it determines at lease inception whether each lease is a finance
lease or an operating lease.

To classify each lease, the Fund makes an overall assessment of whether the lease transfers
substantially all of the risks and rewards incidental to the ownership of the underlying asset. If
this is the case, then the lease is a finance lease, if not, then it is an operating lease. As part of this
assessment, the Fund considers certain indicators such as whether the lease is for the major part
of the economic life of the asset. The Fund has assessed that all of its leases are operating leases.
Properties leased out under operating leases are included in investment property in the statement
of financial position. Rental income from operating leases is recognised on a straight-line basis
over the lease term. When the Fund provides incentives to its tenants, the cost of incentives is
recognised over the lease term, on a straight-line basis, as a reduction of rental income.
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MATERIAL ACCOUNTING POLICIES (CONTINUED)
Revenue recognition

Revenue from hotel operations:

Revenue from hotel services comprises revenue from rooms, food and beverages and other
associated services provided. The revenue is recognised net of discount, applicable taxes and
municipality fees on an accrual basis when the services are rendered.

Revenue is measured based on the consideration specified in a contract with customer and
excludes amount collected on behalf of third parties.

The Fund recognizes revenue when the rooms are occupied and food and beverages are sold and
when other associated services are provided.

Zakat

Zakat is the obligation of the unitholders and therefore, no provision for such liability has been
made in these financial statements.

Net assets (equity) per unit

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

Units in issue

The Fund has units in issue. On liquidation of the Fund, they entitle the holders to the residual net
assets (equity). They rank pari passu in all respects and have identical terms and conditions. The
units provide investors with the right to require redemption for cash at a value proportionate to
the investor’s share in the Fund net assets (equity) in the event of the Fund’s liquidation.

Units are classified as equity as it meets all of the following conditions:

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

e itis in the class of instruments that is subordinate to all other classes of instruments;

¢ 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

e The total expected cash flows attributable to the instrument over its life are based substantially
on the profit or loss, the change in recognized net assets (equity) or the change in the fair value
of the recognized and unrecognized net assets (equity) of the Fund over the life of the
instrument.
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ALAHLI REIT FUND (1)
(Managed by SNB Capital Company)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2024
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CRITICAL ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of financial statements requires management to make judgement, estimates and
assumptions that affect the reported amounts of assets, liabilities, income and expenses. The
estimates and associated assumptions are based on historical experience and various other factors
that are believed to be reasonable under the circumstances, the result of which form the basis of
making the judgements about the carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to
accounting estimates are recognized in the period in which the estimates are revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects
both current and future periods.

In the process of applying the Fund’s accounting policies, management has made the following
estimates and judgements, which are significant to the financial statements:
Judgements

Information about judgements made in applying accounting policies that have the most significant
effect on the amounts recognized in the financial statements. Judgement has been applied in the
cases of determining whether an arrangement contains a lease and classification of leases.

Assumptions and estimation uncertainties
Information about assumptions and estimation uncertainties at the reporting date that have a
significant risk of resulting in a material adjustment to the carrying amounts of assets and

liabilities recognized in the financial statements are described below:

Classification of financial instruments issued as financial liabilities or equity instruments

The Fund classifies financial instruments issued as equity instruments in accordance with the
substance of the contractual terms of the instruments.

The Fund has issued units to holders and, on liquidation of the Fund, they entitle the holders to
the residual net assets, after repayment of the nominal amount of units in proportion to their
relevant unitholding.

A puttable financial instrument that includes a contractual obligation for the Fund to repurchase
or redeem that instrument for cash or another financial asset is classified as equity if it meets all
of the following conditions:

» It entitles the holder to a pro rata share of the Fund’s net assets in the event of the
Fund’s liquidation.

* Itisin the class of instruments that is subordinate to all other classes of instruments.

+ All financial instruments in the class of instruments that is subordinate to all other classes
of instruments have identical features.

*  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.

* The total expected cash flows attributable to the instrument over its life are based
substantially on the profit or loss, the change in the recognised net assets or the change in
fair value of the recognised and unrecognised net assets of the Fund over the life of the
instrument.

The fund units meet these conditions and are classified as equity.
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5 CRITICAL ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS
(CONTINUED)

Provision for expected credit losses on receivables from operating leases

The Fund uses a provision matrix to calculate ECLs of receivable from operating leases. The
provision matrix is initially based on the Fund’s historical observed default rates. The Fund will
calibrate the matrix to adjust the historical credit loss experience with forward-looking
information. For instance, if forecast economic conditions (i.e., gross domestic product, inflation
rate and governmental spending) is expected to deteriorate over the next year which can lead to
an increased number of defaults in the real estate sector, the historical default rates are adjusted.
At every reporting date, the historically observed default rates are updated and changes in the
forward-looking estimates are analysed.

The assessment of the correlation between historically observed default rates, forecasted
economic conditions and ECL is a significant estimate. The amount of ECL is sensitive to changes
in circumstances and forecasted economic conditions. The Fund’s historical credit loss experience
and forecast of economic conditions may also not be representative of the customer’s actual
default in the future.

Useful lives of investment properties and property and equipment

The management determines the estimated useful lives of investment properties and property and
equipment for calculating depreciation. This estimate is determined after considering expected
usage of the assets and physical wear and tear. Management reviews the residual value and useful
lives annually, and changes in depreciation charges, if any, are adjusted in current and future
periods.

Measurement of fair values for investment properties

The Fund uses the services of third party professionally qualified evaluator to obtain estimates of
the market value of investment properties using recognized valuation techniques for the purpose
of impairment review and disclosures in the financial statements, For further details of
assumptions and estimates please refer to note 9.

Management regularly reviewed significant unobservable inputs in fair values. If third party
information is used to measure fair values, then the valuation team assesses the evidence obtained
from the third parties to support the conclusion that these valuations meet the requirements of the
Accounting Standards.
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6.1.

CASH AND CASH EQUIVALENTS

31 December

31 December

Note 2024 2023

Cash at banks - current account 6.1 10,585 12,104
Cash in hand - 45
10,585 12,149

This comprises balances held with local banks, in a current account, having credit rating of A-.

OPERATING LEASE RECEIVABLES

Operating lease receivables comprise of the following:

31 December

31 December

2024 2023
Operating lease receivables 79,074 89,035
Less: Impairment loss on operating lease receivables (23,232) (23,480)
Operating lease receivables — net 55,842 65,555

The movement in impairment loss on operating lease receivables is as follows:

31 December

31 December

2024 2023
Opening balance 23,480 19,866
Charge for the year 1,312 8,500
Written off during the year (1,560) (4,886)
Closing balance 23,232 23,480

PREPAYMENTS AND OTHER RECEIVABLES

31 December

31 December

2024 2023

Prepaid expenses 2,375 588
Input value added tax 795 2,758
Other receivables 284 1,010
3,454 4,356
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9

9.1

ii.

iii.

1v.

INVESTMENT PROPERTIES

The Fund owns the following investment properties:

Name of the property Nature of property Classification Purchase price
AlAndalus Mall, Jeddah Mall Investment property | 1,195,686
(notes 9.1(i), 9.1(ii))

Salama Tower, Jeddah Office Investment property | 255,000

(note 9.1(iii))

Qbic Plaza, Riyadh Office Investment property | 250,000

(note 9.1(iv))

The Fund acquired AlAndalus Mall together with AlAndalus Mall Hotel (which is classified as a
PPE) at the Fund’s inception against cash consideration of SR 405 million (representing 30% of
the total purchase values of SR 1,350 million) and by issuing units in the Fund valuing SR 945
million to AlAndalus Property Company, the previous owner.

AlAndalus Mall together with AlAndalus Mall Hotel (which is classified as a PPE) are pledged
against the Islamic Financing Facility obtained from SNB Bank amounting to SR 650 million. The
carrying values of AlAndalus Mall and AlAndalus Mall Hotel aggregates to SR 1,456 million as at
the reporting date.

The Fund acquired land measuring 9,669 square meters adjacent to AlAndalus Mall on 9 November
2020 against cash consideration of SR 45.7 million for the purpose of expanding AlAndalus Mall.

The Fund acquired Salama Tower on 4 August 2019 against cash consideration of SR 255 million.
It was subsequently leased to the seller for a net lease amount of SR 23.1 million per annum for a
period of 5 years. The seller is allowed to sub-lease the property to multi-tenants during this period.

The Fund acquired Qbic Plaza on 22 June 2020 against cash consideration of SR 250 million and
financed the acquisition through additional Islamic financing. The property is leased for a net lease
amount of SR 21.6 million per annum, for a period of 3 years.

The Fund’s properties are held under the custody of Sandooq Tamkeen Real Estate Company
(“SPV?”), which is owned by AlBilad Capital (the Custodian of the Fund). The Fund pays a
custody fee of 0.025% per annum based on the average market values of the properties.
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9.2

INVESTMENT PROPERTIES (CONTINUED)

At 31 December 2024, investment properties represent the properties that were initially recognized at their cost and are subsequently measured at cost less

accumulated depreciation and impairment. The break-up of the cost of investment properties is as follows:

2024
Furniture Computer Office Motor *Construction
Land Buildings & fixture & hardware equipment vehicles in progress Total
Cost:
Balance at 1 January 2024 983,523 756,144 238 100 2,800 119 124,078 1,867,002
Additions during the year - - - - - - 42,157 42,157
Transfers during the year - 163,776 - - - - (163,776) -
Balance at 31 December 2024 983,523 919,919 238 100 2,800 119 2,459 1,909,159
Accumulated depreciation
Balance at 1 January 2024 - (99,920) (238) (81) (2,150) 24) - (102,413)
Depreciation during the year - (21,581) - (16) (188) (24) - (21,809)
Balance at 31 December 2024 - (121,501) (238) 97 (2,338) (48) - (124,222)
Carrying amount at
31 December 2024 983,523 798,418 - 3 462 71 2,459 1,784,937

*The construction in progress relates to construction works at Al-Andalus Mall. This includes capitalized borrowing cost amounted to SR 6,140,312 (2023:
SR 8,210,642) with a capitalization rate of SAIBOR plus 1.25% (2023: SAIBOR plus 1.25%). The construction works are done by Al-Andalus Property

Company (related party - Parent Company). (note 15)
The carrying amounts of the investment properties are:
31 December

31 December

2024 2023

AlAndalus Mall 1,316,082 1,286,741
Salama Tower 232,901 238,154
Qbic Plaza 235,954 239,694
1,784,937 1,764,589
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INVESTMENT PROPERTIES (CONTINUED)

Cost:

Balance at 1 January 2023
Additions during the year
Transfers during the year
Balance at 31 December 2023

Accumulated depreciation
Balance at 1 January 2023
Depreciation during the year
Balance at 31 December 2023

Carrying amount at
31 December 2023

2023
Furniture Computer Office Motor *Construction
Land Buildings & fixture & hardware equipment vehicles in progress Total
983,523 751,800 238 100 2,800 119 51,633 1,790,213
- 2,798 - - - - 73,991 76,789
- 1,546 - - - - (1,546) -
983,523 756,144 238 100 2,800 119 124,078 1,867,002
- (80,574) (238) (65) (1,962) (15) - (82,854)
- (19,346) - (16) (188) 9) - (19,559)
- (99,920) (238) (81) (2,150) (24) - (102,413)
983,523 656,224 - 19 650 95 124,078 1,764,589

In accordance with Article 8 of the Real Estate Investment Traded Funds Instructions issued by CMA, the Fund Manager assesses the Fund’s real estate
values by appointing two independent evaluators to determine the market values in conformity with the International Valuation Standards Council’s
International Valuation Standards.
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9
9.3

INVESTMENT PROPERTIES (CONTINUED)

Market values

9.3.1 The assumptions used in determining the fair values of the investment properties are as follows:

Description Valuation approach Key assumptions Market value
31 December 31 December
Evaluator: ESNAD 2024 2023

AlAndalus Mall  Discounted cash flows  Discount rate: 10% (2023: 10%)
Exit yield rate: 8% (2023: 8%)

Occupancy rate: 86% (2023: 94%) 1,442,186 1,391,369
Salama Tower Discounted cash flows  Discount rate: 10% (2023:10%)

Exit yield rate: 8.5% (2023:8.5%) 279,679 272,591
Qbic Plaza Discounted cash flows  Discount rate: 10% (2023: 10%)

Exit yield rate: 8% (2023: 8%) 270,735 270,735

1,992,600 1,934,695

Evaluator: QIAM / Deloitte *
AlAndalus Mall ~ Discounted cash flows  Discount rate:9.5% (2023: 10.5%)
Exit yield rate:8% (2023: 8.5%)

Occupancy rate 88% (2023: 94%) 1,385,349 1,395,000
Salama Tower Discounted cash flows  Discount rate:9% (2023 : 11%)

Exit yield rate:8% (2023 : 9%) 282,552 273,000
Qbic Plaza Discounted cash flows  Discount rate:9% (2023 : 10%)

Exit yield rate: 7.5% (2023 : 8%) 280,813 264,000

1,948,714 1,932,000

*Fair valuations of investment properties as at 31 December 2024 were performed by ESNAD and QIAM (31
December 2023: ESNAD and Deloitte).

The above valuators are qualified and adhere to the Saudi Authority of Accredited Valuer (TAQEEM). The
valuers have appropriate qualifications and experience in the valuation of properties at the relevant locations.
The details of independent valuers as follows:

1- ESNAD: TAQEEM record No. 1210000934
2- QIAM: TAQEEM record No. 1210000052

The fair value measurements of investment properties have been categorized as level 3 fair values based on inputs
to the valuation techniques used (as disclosed above). The table shows the breakdown as at 31 December 2024 and
31 December 2023:

Fair value measurement at 31 December 2024
Level 1 Level 2 Level 3

Investment properties - - 1,935,763

Fair value measurement at 31 December 2023
Level 1 Level 2 Level 3

Investment properties - - 1,927,960
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PROPERTY AND EQUIPMENT

At 31 December 2024, property and equipment represent the properties that were initially recognized at their cost and are subsequently measured at cost less
accumulated depreciation and impairment. The break-up of the cost of hotel property is as follows:

Furniture Computer Office *Construction
Land Buildings & fixture & hardware equipment in progress Total
Cost:
Balance at 1 January 2024 31,770 147,349 8,777 2,016 4,477 1,799 196,188
Additions during the year - - - - 698 4,708 5,406
Balance at 31 December 2024 31,770 147,349 8,777 2,016 5,175 6,507 201,594
Accumulated depreciation and
Impairment loss
Balance at 1 January 2024 - (47,008) (5,829) (1,258) (3,421) - (57,516)
Depreciation during the year - (3,132) (825) 207) (248) - (4,412)
Impairment loss * - (8,000) - - - - (8,000)
Balance at 31 December 2024 - (58,140) (6,654) (1,465) (3,669) - (69,928)
Carrying amount at
31 December 2024 31,770 89,209 2,123 551 1,506 6,507 131,666

* During 2024, due to evidence obtained from internal reporting that indicates the economic performance of Al-Andalus Hotel, management
has tested the Hotel for impairment and recognized an impairment loss of SAR 8 million (2023: nil) with respect to plant and equipment.
Management estimated the recoverable amount of the Hotel based on its value in use.

The key assumption used in determining the recoverable amount are set out below:

Description Valuation approach Key assumptions
Al-Andalus Hotel Discounted cash flows Discount rate: 9%

Exit yield rate: 7%
Occupancy rate: 65%
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PROPERTY AND EQUIPMENT (CONTINUED)

Cost:

Balance at 1 January 2023
Additions during the year
Balance at 31 December 2023

Accumulated depreciation
Balance at 1 January 2023
Depreciation during the year
Balance at 31 December 2023

Carrying amount at
31 December 2023

Furniture Computer Office *Construction
Land Buildings & fixture & hardware equipment in progress Total
31,770 147,349 8,777 2,016 4,477 - 194,389
- - - - - 1,799 1,799
31,770 147,349 8,777 2,016 4,477 1,799 196,188
- (43,876) (4,977) (1,051) (3,193) - (53,097)
- (3,132) (852) (207) (228) - (4,419)
- (47,008) (5,829) (1,258) (3,421) - (57,516)
31,770 100,341 2,948 758 1,056 1,799 138,672
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12

13

UNEARNED RENTALS
31 December 31 December
Note 2024 2023
Opening balance 41,584 37,486
Invoices issued during the year 183,513 185,474
Revenue recognized during the year 17 (187,647) (183,063)
Net amount (refunded) / received against inactive leases (6,525) 1,687
Closing balance 30,925 41,584
OTHER LIABILITIES
31 December 31 December
2024 2023
Accrued expenses and others 8,613 4,630
Finance cost payable 2,940 3,177
11,553 7,807
BORROWINGS
31 December 31 December
2024 2023
Opening balance 660,005 589,203
Financing facility utilized during the year 53,595 70,468
Amortization of loan arrangement fee 680 334
Closing balance 714,280 660,005

On 7 November 2018, the Fund signed an agreement of Islamic financing facility of SAR 650
million with Saudi National Bank (SNB). The Fund has pledged the properties, Al Andalus Mall
and Al Andalus Mall Hotel, in favour of Real Estate Development Company for Management and
Ownership, a fully owned subsidiary of the SNB as a security against the Islamic financing
facility.

On 1 August 2019, the Fund utilized SAR 255 million as the first tranche from the Islamic
financing facility. During the year 2020, the Fund utilized SAR 263 million as the Second tranche
from the Islamic financing facility. During the year 2021, the Fund utilized further SAR 43
million. During the year 2022, the Fund utilized further SAR 30 million. During the year 2023,
the Fund utilized further SAR 71 million. During the year 2024, the Fund utilized further SAR 54
million. The unutilized balance as at 31 December 2024 is SAR 44 million (31 December 2023:
SAR 98 million).

Initially, the tenor of Islamic financing facility was 15 years where the first payment was due on
30 June 2026. The Islamic financing facility provides 5 years grace period during which only
profit payments are to be made. Following the grace period, the principal amount shall be repaid
over 10 years on a quarterly basis. The Islamic financing facility carries commission rate of
SAIBOR plus margin per annum.

On 6 April 2023, the Fund signed an amendment of its agreement of Islamic financing facility
changing the financing facility type to Murabaha from Ijarah. The Islamic financing facility
carries commission rate of SAIBOR plus margin per annum and the term has been revised and
now the whole outstanding balance will be due in July 2026. Accordingly, the whole balance is
disclosed as non-current.
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BORROWINGS (CONTINUED)

Further, on 5 October 2023, the Fund signed another amendment of its agreement of Islamic
financing facility wherein facility amount has been increased to SAR 760 million instead of SAR
650 million.

The facility is subject to interest rates based on SIBOR plus an agreed commission rate of 1.25%
per annum. The above facility agreements contain covenants, which among other things, require
certain financial ratios to be maintained. A future breach of any of these covenants may require
the company to repay the related facility earlier than indicated above.

Loan contains a covenant stating that the Fund’s shall ensure at all times that:
- Debt Service Coverage Ratio (DSCR) shall not be less than 2:1, and;

- Loan to Value (LTV) shall not exceed 50%

otherwise the loan will be repayable on demand.

At 31 December 2024, the threshold did not exceeded and the Fund complied with the covenant.
Accordingly, the loan is classified as non-current at 31 December 2024.

ZAKAT

Zakat provision movement is as follows:

2024 2023
Opening balance 345 2,154
Payments made during the year - (1,809)
Closing balance 345 345

Zakat assessment status

The Fund has filed its Zakat returns with the Zakat, Tax and Customs Authority for the years up
to 2022 and assessments have been finalized till 2022. The Fund paid zakat on a voluntary basis
in the prior years and has now deregistered itself. Accordingly, staring from the year 2023, the
Fund will only be submitting an information declaration with ZATCA, outlining the Zakat
calculation to be paid by the unitholders.

RELATED PARTY TRANSACTIONS AND BALANCES
The Fund’s ultimate controlling company is the Al Andalus Property Company (APC).

The related parties of the Fund comprise of the following and the Fund transacts with these parties
in its ordinary course of business at commercial terms:

Name of entity Relationship

SNB Capital Company Fund Manager

Saudi National Bank (SNB) Parent of the Fund Manager
Al Andalus Property Company Substantial Unitholder

Fund management fee

The Fund pays the Fund Manager a management fee of 1% per annum of the Fund’s total assets
(based on the last valuation) less the Fund’s current liabilities. The management fee is payable in
arrears on a semi-annual basis.
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RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED)

Agency fee and property management fee

The Fund via a master transfer agreement dated 25 December 2017 appointed APC as the
“Property Agent”. Under the agreement, APC is appointed to exercise, perform and discharge all
rights and obligations as an agent of AlAndalus Mall and AlAndalus Mall Hotel. The Fund pays
a fixed amount of SR 575,000 per annum to APC for the aforementioned agency services.

APC also manages the AlAndalus Mall for which it charges management fee from the Fund.

The Fund entered into the following transactions with related parties in the ordinary course of
business at commercial rates. These transactions were carried out on the basis of approved terms
and conditions of the Fund. All related party transactions were approved by the Fund’s Board.

Related party Nature of transactions
AlAndalus Property Rent collected on behalf of the Fund
Company Construction & development fees
Management fee charged
Agency fees charged

SNB Capital Company Management Fee

Saudi National Bank Service fees charged
Loan arrangement fees charged
Loan Interest

The significant transactions with key management personnel are:

Key management

personnel Nature of transaction
Key management Board fee
personnel Fund Manager’s fee

2024

8,781
37,913
14,767

575

20,854

149
372
51,214

2024

100
20,997

2023

9,499
74,148
13,261

575

10,196

108
599
45,455

023

100
20,854

The above-mentioned transactions give rise to the following amounts due to related parties at the

reporting date:

Due to related parties

Related party 31 December 31 December
2024 2023

SNB Capital Company 20,997 20,854
AlAndalus Property Company 6,307 10,285
SNB 157 90
27,461 31,229
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OPERATING SEGMENT

The Fund has three reportable segments, as described below, which are the Fund’s strategic
business segments. These strategic business segments offer different services, and are managed
separately because they require different management and marketing strategies.

For each of the strategic business units, the Fund Manager reviews internal management reports
on at least a quarterly basis. The following summary describes the operations in each of the Fund’s
reportable segments:

Retail Sector This comprises of Al-Andalus Mall.
Hospitality Sector This comprises of Al-Andalus Mall Hotel.
Offices Sector This comprises of Salama Tower and QBIC Plaza.

The information related to each reportable segment is as follows:

Net sector profit before zakat is used to measure performance as the Fund Manager believes that
this information is the most relevant in assessing the results of the relevant sector compared to
other companies operating in the same industry.
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OPERATING SEGMENT (CONTINUED)

The summary of the financial position and financial performance of these segments is as below:

For the vear ended 31 December 2024 31 December 2023

Retail Hospitality Offices Unallocated* Total Retail Hospitality  Offices Unallocated Total
Revenue 125,035 19,185 43,427 - 187,647 121,944 15,734 45,385 - 183,063
Operational expenses (34,750) (18,382) (2,792) (140) (56,064) (31,959) (15,226)  (1,330) (119) (48,634)
Depreciation (12,816) 4,412) (8,993) - (26,221 (10,671) (4,419)  (8,888) - (23,978)
Impairment loss on
property and
equipment - (8,000) - - (8,000) - - - - -
Impairment loss on
receivables against
operating leases (850) (462) - - (1,312) (8,500) - - - (8,500)
Net profit / (loss) 69,151 (12,598) (6,856) (23,019) 26,678 70,108 (4,192) (2,079) (23,281) 40,556
As at 31 December 2024 31 December 2023

Retail Hospitality Offices Unallocated Total Retail Hospitality Offices  Unallocated Total
Total assets 1,361,623 141,341 477,966 5,554 1,986,484 1,348,194 148,643 488,219 265 1,985,321
Total liabilities 247,135 3,709 517,331 22,506 790,681 207,198 2,323 515,888 22,037 747,446

* The unallocated amounts represent the management fees paid to the fund manager (SNB Capital).

The Fund’s revenue are generated from contracts with customers by providing commercial unit rental services and hospitality services. Control over
commercial units rental services is transferred over time, while control over hospitality services is transferred at a point in time.
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REVENUE FROM PROPERTIES
31 December 31 December

2024 2023

Rental revenue on investment properties 168,462 167,329
Revenue from contracts with customers
Revenue from hotel operations™ 19,185 15,734

187,647 183,063
Revenue from hotel operations — timing of revenue
recognition
Revenue recognised at a point in time 19,185 15,734

*Revenue from hotel services comprises revenue from rooms, food and beverages and other
associated services provided.

OPERATIONAL EXPENSES
31 December 31 December
2024 2023
Operation and maintenance 13,932 12,904
Property management charges 12,121 12,353
Leasing and management fee 9,148 7,082
Utilities 6,217 5,072
Marketing 3,046 2,471
Insurance 1,812 1,492
Hotel operating expenses 9,788 7,260
56,064 48,634

PROFESSIONAL FEES

Professional fee includes auditor’s remuneration for the statutory audit of the Fund’s financial
statements for the year ended 31 December 2024 amounting to SR 0.2 million (2023: SR 0.2
million). Auditor’s remuneration for the review of the Fund’s interim financial statements for half

20

year ended 30 June 2024 amounted to SR 0.05 million (2023: SR 0.05 million).

FINANCE COST
31 December 31 December
2024 2023
Finance cost 51,214 45,455
Less: Finance cost capitalized during the year (6,140) (8,211)
Finance cost charged to profit or loss 45,074 37,244
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EFFECT ON NET ASSETS (EQUITY) PER UNIT IF INVESTMENT PROPERTIES ARE

FAIR VALUED
31 December 31 December

Notes 2024 2023
Average fair value of investment properties 9.3 1,970,657 1,933,348
Less: Carrying value of investment properties 9.2 (1,784,937) (1,764,589)
Increase in net assets (equity) 185,720 168,759
Units in issue in thousands (number) 137,500 137,500
Additional net assets (equity) per unit based on fair
value 1.35 1.23
Net assets (equity) attributable to unitholders before fair value
adjustment 1,195,803 1,237,875
Increase in net assets (equity) 185,720 168,759
Net assets (equity) attributable to unitholders after fair value
adjustment 1,381,523 1,406,634
Net Assets Attributable to each unit
Net assets (equity) per unit (SAR) before fair value adjustment 8.69 9.00
Increase in net assets (equity) per unit (SAR) based on fair
value 1.35 1.23
Net assets (equity) attributable to unitholders after fair value
adjustment 10.04 10.23

OPERATING LEASES

As a lessor

The Fund leases out its investment property. The Fund has classified these leases as operating
leases, because they do not transfer substantially all of the risks and rewards incidental to the
ownership of the assets. Rental income recognised by the Fund during 2024 was SAR 168.46

million (2023: SAR 167.33 million).

The following table sets out a maturity analysis of lease payments, showing the undiscounted lease

payments to be received after the reporting date.

Less than one year
1 year to 2 years

2 years to 3 years
3 years to 4 years
4 years to 5 years
More than 5 years

31 December

31 December

2024 2023
57,973 63,889
21,207 43,051
85,016 29,496

5,979 45,681
55,865 32,685

206,590 129,015
432,630 343,817
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DIVIDEND DISTRIBUTION

31 December 2024

On 18 March 2024 and 25 August 2024, the Fund’s Board approved the distribution of dividend for
the year ended 31 December 2023 and period ended 30 June 2024 amounted to SR 0.250 per unit
and 0.250 per unit respectively. The same was paid on 25 March 2024 and 11 September 2024
respectively.

31 December 2023

On 9 March 2023 and 23 August 2023, the Fund’s Board approved the distribution of dividend for
the year ended 31 December 2022 and period ended 30 June 2023 amounted to SR 0.30 per unit
and 0.250 per unit respectively. The same was paid on 28 March 2023 and 12 September 2023
respectively.

FINANCIAL RISK MANAGEMENT
Financial risk factors

The Fund is subject to various financial risks due to its activities including: market risk (including
currency risk, fair value and cash flows of commission rate risk), credit risk and liquidity risk.
The Fund’s overall risk management program focuses on the unpredictability of financial markets
and seeks to minimize potential adverse effects on the financial performance of the Fund.

The Fund Manager is responsible for risk management. Financial instruments carried on the
statement of financial position include cash and cash equivalents, receivables from operating
lease, certain other receivables, long-term debt, due to related parties, trade payables, accrued
expenses and other current liabilities. The particular recognition methods adopted are disclosed
in the individual policy statements associated with each item. A financial asset and liability is
offset and net amount is reported in the financial statements, when the Fund has a legally
enforceable right to set off the recognized amount and intends either to settle on a net basis, or to
realize the asset and liability simultaneously.

Market risk

Market risk is the risk that changes in market prices such as foreign exchange rates, profit rates
and equity prices will affect the Fund’s income or the value of its holdings of financial
instruments. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimizing the return. The Fund manages its
market risk by investing in low risk securities as per terms and conditions of the Fund.

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in
foreign exchange rates. The Fund’s transactions are principally in Saudi Riyals and hence the
Fund is not exposed to any significant current risk.

Commission rate risk

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

The Fund’s commission rate risks arise mainly from its borrowings, which are at variable rate of
interest and are not subject to re-pricing on a regular basis.

Interest rate risk:

The Fund’s interest rate risks arise mainly from its interest-bearing Islamic financing facility,
which are at variable rate.
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FINANCIAL RISK MANAGEMENT (CONTINUED)
Market risk (Continued)
Cash flow sensitivity analysis for variable-rate borrowings:
A reasonably possible change of 100 basis points in the interest rates at the reporting date would
have increased (decreased) equity and profit or loss by the amounts shown below. This analysis
assumes that all other variables, in particular foreign currency exchange rates, remain constant:
Balance as at 31 December 2024
Statement of profit or loss
and other comprehensive Statement of financial
income position
Increase 100 Reduce Increase Reduce 100
points 100 points 100 points points
Islamic financing facility cost (7,142) 7,142 (7,142) 7,142
Balance as at 31 December 2023
Statement of profit or loss
and other comprehensive Statement of financial
income position
Increase 100  Reduce 100 Increase Reduce 100
points points 100 points points
Islamic financing facility cost (6,600) 6,600 (6,600) 6,600
Credit risk

Credit risk is the risk that counterparty will not meet its obligations under a financial instrument
or customer contract, leading to a financial loss. The Fund is exposed to credit risk in respect of

its receivables from lessees under operating leases, cash and cash equivalents, and certain other
receivable balances.

31 December 31 December

2024 2023

Cash and cash equivalents 10,585 12,149
Receivables from operating leases, gross 79,074 89,035
Other receivables 284 1,010
89,943 102,194

The carrying amounts of financial assets represents the maximum credit exposure on these assets.

Credit risk on receivables and cash and cash equivalents is limited as:

*  Cash balances are held with local banks having A- credit ratings;
*  Financial position of lessees is stable.

The Fund has receivables from lessees against operating leases in the Kingdom of Saudi Arabia.
The Fund manages credit risk with respect to receivables from customers by monitoring in
accordance with defined policies and procedures. The Fund seeks to limit its credit risk with
respect to customers by setting credit limits for individual customers and by monitoring
outstanding receivables on an ongoing basis. The receivable balances are monitored with the
objective that the Fund’s exposure to bad debts is not significant.
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FINANCIAL RISK MANAGEMENT (CONTINUED)
Credit risk (Continued)

The following table provides information about the exposure to credit risk and ECLs for
receivables from operating leases as at:

Weighted
average Gross carrying Impairment
loss rate (%) amount allowance

31 December 2024

Current (not past due) 12% 5,415 624
0-30 Days 16% 11,998 1,948
31 - 60 Days 23% 8,259 1,874
61 - 90 Days 26% 1,728 451
More than 90 Days 35% 51,674 18,335
Total 79,074 23,232

Weighted
average Gross carrying Impairment
loss rate (%) amount allowance

31 December 2023

Current (not past due) 2% 21,477 347
0-30 Days 12% 7,483 863
31 - 60 Days 16% 5,151 830
61 - 90 Days 19% 1,078 200
More than 90 Days 39% 53,846 21,240
Total 89,035 23,480
Liquidity risk

Liquidity risk is the risk that the Fund will encounter difficulty in raising funds to meet
commitments associated with financial instruments. Liquidity risk may result from an inability to
sell a financial asset quickly at an amount close to its fair value. Liquidity risk is managed by
monitoring on a regular basis that sufficient funds are available through committed credit facilities
to meet any future commitments.

The Fund ’s objective is to maintain a balance between continuity of funding and flexibility using
bank overdrafts and bank loans.

The table below analyses the Fund's financial liabilities as at the reporting date and classifies into
relevant maturities based on the contractual undiscounted cash flows.

Carrying Less than 1 year to 2 2 years to
At 31 December 2024 Amount 1 year years 5 years TOTAL
Borrowings 714,280 52,260 742,130 - 742,130
Due to related parties 27,461 27,461 - - -
Other liabilities 11,553 11,553 - - -
753,294 91,274 742,130 - 742,130
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24 FINANCIAL RISK MANAGEMENT (CONTINUED)

C.

25

Liquidity risk (Continued)

Carrying Less than 1 1 year to 2 2 years to 5
At31 December 2023 Amount year years years TOTAL
Borrowings 660,005 45,455 101,631 688,130 835,216
Due to related parties 31,229 31,229 - - 31,229
Other liabilities 7,807 7,807 - - 7,807
699,041 84,491 101,631 688,130 874,252

As at the reporting date, the current liabilities of the Fund exceeded its current assets by SAR 6.52
million. Of the total current liabilities of SAR 76.40 million, the non-financial liabilities relating to
unearned rentals amounted to SAR 30.9 million. Further of the total current assets of SAR 64.2
million, non-financial assets relating to prepayments amounted to SAR 3.4 million. After making
these adjustments, the Fund has a revised net financial asset position of SAR 21.4 million. Fund
Manager assessed that the Fund has sufficient financial resources to meet its contractual obligations
as and when they become due. Accordingly, these financial statements are prepared on a going
concern basis.

FAIR VALUE

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 and at prevailing market
conditions regardless if the price is directly identified or estimated using other valuation
technique.

All assets and liabilities whether measured at fair value or their fair values are disclosed in the
financial statements in accordance with the hierarchical levels of fair value measurements as
stated below are classified into the lowest level of measuring input which is considered significant
for measuring the fair value as a whole.

Level 1: Declared (unadjusted) and quoted market prices in active markets for identical assets or
liabilities.

Level 2: Inputs that are directly or indirectly observable or tracked for an asset or a liability other
than declared prices mentioned in level 1.

Level 3: Inputs that are unobservable or not tracked for an asset or a liability.

Fair values of financial instruments

The Fund is exposed to risks as a result of using financial instruments. The following explains the
Fund’s objectives, policies and operations to manage these risks and methods used to measure
them in addition to quantitative information related to these risks in the accompanying financial
statements.

There were no significant changes that may expose the Fund to financial instrument risks through
its objectives, policies and operations to manage these risks and methods used that are different
from what have been used in prior years unless otherwise indicated.

- The Fund’s financial assets consist of cash and cash equivalents, receivables from operating
leases, and certain other receivables. The Fund’s financial liabilities consist of borrowings, due
to related parties and other liabilities.

- The Fund’s management considers the fair value for all these financial assets and liabilities to
be approximately equal to their carrying values because of the short maturities of these
financial instruments.

- There were no transfers between level 1, 2 or 3 during the reporting period.

Financial instruments are exposed to change in value risk as a result of changes in commission
rates of the financial assets and liabilities with variable commission. Actual commission rates and
periods of re-pricing or maturity of financial assets and liabilities are mentioned in the related
notes.
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CAPITAL MANAGEMENT

The Fund’s Board’s policy is to maintain a strong capital base so as to maintain investor, creditor
and market confidence and to sustain future development of the business. The Fund’s monitors
the return on capital, which the Fund defines as result from operating activities divided by total
unitholders’ equity. The Fund’s Board also monitors the level of dividends to ordinary
shareholders.

The Fund’s Board seeks to maintain a balance between the higher returns that might be possible
with higher levels of borrowings and the advantages and security afforded by a sound capital
position.

The Fund monitors capital using a ratio of adjusted net debt to equity. For this purpose, adjusted
net debt is defined as total liabilities, comprising interest-bearing loans and borrowings and
obligations under leases, less cash and cash equivalents.

The Fund’s net debt to equity ratio as at 31 December was as follows:

31 December 31 December

2024 2023
Total liabilities 790,681 747,446
Less: cash and cash equivalents (10,585) (12,149)
Net debt 780,096 735,297
Equity 1,195,803 1,237,875
Net debt to equity ratio at 31 December 0.652 0.594

There were no changes in the Fund’s approach to capital management during the year. The Fund
is not subject to externally imposed capital requirements.

CORRESPONDING FIGURES

During the year ended 31 December 2024, certain figures have been reclassified as listed below
to conform with the classification used for the year ended 31 December 2024. These
reclassifications listed below have no impact on previously reported net income, retained earnings
or net assets:

31 December 2023 As at As at
31 December 2023 Reclassification 31 December 2023

Investment properties 1,903,261 (138,672) 1,764,589

Property and equipment -- 138,672 138,672

Security deposits — non

current 720 (720) -

Security deposits —current 5,756 720 6,476
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27  CORRESPONDING FIGURES (CONTINUED)

As at As at
1 January 2023 1 January 2023 Reclassification 1 January 2023
Investment properties 1,851,363 (141,292) 1,710,071
Property and equipment -- 141,292 141,292

Corresponding impacts of the above reclassification have been adjusted in the comparative
information of the statement of financial position and statement of cash flows. These adjustments
do not have any impact on net cash generated from operating activities. Management believes
that the third balance sheet is not required as the impact is not considered to be material.

28 LAST VALUATION DAY
The last valuation day for the year was 31 December 2024.
29 APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were approved by the Fund’s Board on 24 Ramadan 1446H
(corresponding to 24 March 2025).
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