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The Taleem REIT Fund (the “Fund”) is a Sharia-compliant 
real estate investment Fund that is established under Real 
Estate Investment Funds Regulations and the Real Estate 
Investment Traded Funds Instructions issued by the Capital 
Market Authority (“CMA”).

The Fund is the first thematic fund that was listed on the Saudi 
Stock Exchange (“Tadawul”) in mid-2017. The Fund aims to 
invest in real estate assets in the educational segment, which 
is one of the basic and most stable sectors to invest inside 
and outside of Kingdom of Saudi Arabia. As of 31 December 
2019, 100% (2 properties) of Fund’s real estate assets are 
freehold properties and has zero investments in leasehold 
properties. 

The Fund was established by acquiring real estate asset of 
Al-Tarbiyah Al-Islamiyah Schools, which is one of the oldest 
and most popular school in the city of Riyadh, and enjoys 
good reputation amongst locals. The Fund has a long-term 
triple net binding lease contract of 27 years with the operator 
of this school. Further, in continuation with implementation of 
the Fund’s strategy, during 2018, the Fund acquired another 
real estate asset which is leased to Al-Rowad International 
Schools for a period of 24 years under a triple net binding 
lease contract. This school is considered one of the most 
prestigious schools in the Kingdom of Saudi Arabia. Both long 
term lease contracts have periodic escalation clauses and due 
to their long-term nature, they provide certainty, transparency 
and predictability in respect of future cashflows. Accordingly, 
the Fund features a quarterly dividend distribution policy, 
which is well-liked amongst the investor community and 
hence reflects positively on Fund’s unit price. Following is 
a summary of material developments that took place during 
2019:

1.The Fund secured a Shariah-compliant facility agreement 
   with Banque Saudi Fransi amounting to SAR 350 million 
   with a tenor of seven (7) years. 

2.The Fund registered with the General Authority of Zakat 
   and Tax as a zakat payer and filed its 2017 and 2018 zakat 
   declarations.

The Taleem REIT Fund is managed by Saudi Fransi Capital 
(“Fund Manager”) a leading financial services provider 
offering investment banking, asset management, debt 
and equity research, institutional sales trading, and local 
and global securities brokerage. Saudi Fransi Capital is 
the investment arm of Banque Saudi Fransi, where it was 

trademarked with a paid up capital of 500 million Saudi 
Riyals and is a closed joint stock company in the Kingdom 
of Saudi Arabia. It is licensed by the Capital Market Authority 
with license 1115-37 to conduct a wide range of investment 
activities include dealing, arranging, managing, advising and 
custody of securities business.

Fund Strategy

The Fund aims to form an investment portfolio linked to the 
education and training sector in the Kingdom of Saudi Arabia 
and abroad, capable of achieving periodic rental income 
which will generate returns on the invested capital in line with 
the Fund’s investment strategy. The Fund can also invest in 
real estate development projects, provided it does not invest 
in white lands.

Taleem REIT Fund 
Overview
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2019 Fund 
performance

Annualized Dividend
Yield

Price per unit range

SAR 9.42 – SAR 12.48

5.13%

Occupancy Rate

Net Income
SAR 36.9 million

100%

Total Revenue
SAR 45.7 million 

Total Operating Profit
SAR 40.9 million

Total Operating Cost
SAR 4.8 million

Net Asset Value (Book Value)

Total Dividends 
SAR 32.6 million

SAR 530.8 million

Key Financial Performance as at 31 December 2019

201720182019

293,339,663526,614,464530,847,090Year-End NAV (SAR)

10.307810.436510.5654Year-End

NAV per Unit
(SAR Fair Value)

10.307810.436510.5654High

10.077410.353710.5457Low

28,500,00051,000,00051,000,000Number of units

0.15000.61750.6400Dividend per Unit (SAR)

0.56%0.63%1.19%Expense Ratio

4.58%7.24%7.37%Total Return per annum*

4.58%11.82%19.19%Cumulative Total Return* (since inception)

*Total return is calculated based on fair value NAV and dividend payments for each fiscal year.

A comparison table covering the last three fiscal years
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Management 
Discussion and 
Analysis

Market Overview

The Saudi economy rebounded in 2018 by recording real GDP 
growth of 2.4% and this momentum continued in 2019 as the 
economy grew by 0.3%. The growth was driven by higher oil prices 
along with several government initiatives, driven by Vision 2030, to 
strengthen the economy that are starting to bear fruit. The various 
initiatives are targeted at diversifying the economy, building new 
industries and sectors, providing employment, empowering women 
and enabling private sector growth. Further, since the beginning of 
2019, the Saudi Stock Exchange has witnessed increasing foreign 
cash flows on account of inclusion tranches in the emerging 
markets indices (MSCI & FTSE). 

Helped by increasing commercial activities, reviving consumer 
confidence and an enabling environment, the commercial real 
estate market witnessed similar growth trends as rental rates 
and price performance improved significantly during 2019. Going 
forward, there is a strong expectation that there will be further 
growth in the near term, thanks largely to government policies, 
upcoming 2020 G20 Summit and other initiatives (such as city-
wise Season festivities) that are supportive of the real estate 
market.  

Fund Operations Review

Taleem REIT has reported total revenues of SAR 45.7 million and 
a net profit of SAR 36.9 million for the year ended 31 December 
2019. Total expenses (operating and non-operating) of the Fund 
amounted to SAR 8.8 million, out of which SAR 3.8 million relates 
to management fees, SAR 2.5 million for depreciation expense, 
SAR 1.5 million for zakat expense and SAR 1.0 million for Fund 
related other expenses. 

Fund’s price per unit witnessed a total price return of 21.6% during 
2019 (calculated based on traded price) and dividend yield of 
5.13%. As a result of stable and organic growth of Fund’s core 
properties, total dividends amounting to SAR 32.6 million were 
distributed amongst unitholders of the Fund during 2019.

In our assessment, overall risks to economic growth and to the 
real estate sector have started receding and activity is expected to 
normalize over the next few years. 
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Al Tarbiyah Al Islamiyah Schools (Freehold)

It is a school located in Al-Rahmaniya district in Riyadh and leased by Islamic Education Schools Company Limited. The school has 
been in operations for a period of more than fifty years.

Real Estate Assets

Asset Information

Asset Name Al Tarbiyah Al Islamiyah Schools

Asset type Education Building

Location Riyadh, Ar Rahmaniyyah District

Land Area 45,666.94 m2

Built-up Area 30.122 m2

Owner Taleem REIT Fund

Year constructed and Operated 1384 Hijri corresponding to 1964 Gregorian

Occupancy Rate 100%

Asset Value SAR 285,000,000
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Al-Rowad International School: AIS

The original real estate is a school located in Al-Nuzha district, Riyadh, block No. (232), chart No. (1954 / A) and leased by Al-Rowad 
International Schools Company. The school started its operations on 01/04/1435 AH corresponding to 1/1/2012 AD.

Asset Information

Asset Name Al-Rowad International School: AI

Asset type Education Building

Location Riyadh, Al Nuzha District

Land Area 30,000 m2

Built-up Area 48,967 m2

Owner Taleem REIT Fund

Year constructed and Operated 1435 Hijri corresponding to 2012 Gregorian

Occupancy Rate 100%

Asset Value SAR 225,000,000
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As part of effective risk management policy, the Fund Manager has adopted a four-point framework to ensure risks are appropriately 
identified and mitigated. The components of framework are as follows: Annual review of Risk Register and Control Matrix, Third 
Party Risk Management Strategy (“TPRM”), Continuous monitoring and reporting of any non-compliance with the regulations, and 
Annual monitoring of outstanding external audit recommendations. To address each of these areas, the Fund Manager has adopted 
policies and/or designated specific departments/staff at SFC to effectively mitigate those risks. 

The risk of not having an investment profitability guarantee in the Fund

Not ensuring that the Fund will be able to achieve investment returns or that the returns will be proportional to the Fund’s 
investments. It is possible that the value of the units may decrease or the Fund may lose some or all of its capital. It is not possible 
to provide a guarantee that the expected or targeted returns of the Fund will be achieved. To reduce these risks, real estate assets 
are evaluated twice a year by independent valuers, and changes in market conditions are taken into account and actions are taken 
to protect the value of real estate and investment profitability.

Risks of not fulfilling the relevant regulations

The Fund may become ineligible to be a real estate investment Fund in accordance with Real Estate Investment Funds Regulations 
and the Real Estate Investment Traded Funds Instructions as issued by the CMA. This can have negative effects on the liquidity of 
trading in the Fund’s units, which may negatively affect the value of its investments. It should be noted that there is no guarantee 
that the Fund will remain in circulation in the financial market due to the failure to meet the regulatory requirements. To reduce 
these risks, the Fund Manager follows all the rules and regulations with independent supervision by the Compliance and Compliance 
Department on all the activities of the Fund.

The risks of changing interest rates and general economic conditions

Changes in economic conditions, including interest rates and inflation, will negatively affect the business and opportunities of the 
Fund. To reduce these risks, the value and amount of financing is studied, which greatly reduces the risk of interest rates. As of the 
reporting date, the Fund is not exposed to interest rate risk on account of no utilization of loan facilities. 

The nature of the investment risk

There will be no guarantee that the Fund will be able to achieve returns on its investments in a timely manner. There may be no 
possibility to sell or dispose of its assets, and if it is decided to dispose of it by selling, there may be no possibility to sell it at a price 
that the Fund Manager believes represents the fair value to it or to be sold within the time frame required by the Fund. To reduce 
these risks, none of the assets owned by the Fund will be sold until after the appropriate procedures are followed to sell them, 
according to the market conditions at the time.

Risk assessment
report
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Real estate investment risks

The Fund will be affected by the general real estate sector conditions in the Kingdom of Saudi Arabia, which in turn are affected by 
many factors, including but not limited to, macroeconomic growth, political stability, change in interest rates, supply and demand, 
financing availability, real estate trends, liquidity, the legal and regulatory environment, and other conditions that may affect the real 
estate market prices, which in turn is reflected in the value of the Fund’s units. To reduce these risks, the Fund Manager follows 
economic news, regulatory trends and laws that would help the Fund Manager to be proactive in taking the necessary steps to 
mitigate or reduce the impact of the event as much as possible.

Risks of a decrease in the value of the property

The value of real estate is subject to fluctuations and changes. The change in the indicators of the Saudi economy may lead to a 
decrease in the market value of the Fund’s investments, which in turn may lead to a decrease in the Fund’s returns or the liquidation 
of the Fund. In addition, investments in commercial and residential real estate are exposed to risks that affect the commercial and 
residential real estate sector in general, including seasonal changes, real estate buyers desire and changes in economic conditions. 
To reduce these risks, Fund’s assets are evaluated twice a year by independent valuers, and the Fund Manager may use internal 
valuations for various purposes, including knowing market conditions well to avoid loss.

Risks of tenants being unable to meet their lease obligations

The real estate assets are leased by two tenants. Consequently, the Fund is vulnerable in the event that one of the tenants fails 
to fulfill its obligations. If one of the tenants fails to pay the payments due on a real estate or real estate assets, this may limit the 
ability of the Fund Manager to re-rent or rent the property on satisfactory terms. The real estate assets are leased by schools that 
have an operating profitability that enables them to commit to paying the rental amounts on a regular basis, and this is ultimately 
due to the Fund Manager’s due diligence of operator’s ability to make contractual payments.

The risks of not occupying the real estate for long periods

When any of the real estate units becomes vacant for long periods as a result of the expiry of the lease contract without renewing 
it, the inability of the tenant to legally complete the lease, the tenant has declared bankruptcy, cancellation or non-renewal of the 
contract or other reasons, the Fund may suffer from a decrease In returns, and hence lower periodic dividends for investors. To 
reduce these risks, high occupancy rates must be maintained, the Fund’s properties managed appropriately, the property manager 
should be followed in the lease operations and find a replacement. The current occupancy rate is 100% for long-term contracts. 
Prior notice is provided by either party before the contract is terminated so that the Fund manager can find an alternative.

Risks of operating companies or companies specialized in property management

The Fund will use a company or companies specialized in operating and managing real estate assets. On the other hand, the 
Fund can enter into triple net lease agreement to ensure Fund’s assets are maintained by the operator. Accordingly, any failure, 
or defect in the level of service provided by the operator or the tenant for any reason will have a direct and negative impact on the 
performance of the Fund and its financial position, and thus on the unit price. To reduce these risks, the Fund Manager undertakes 
a thorough analysis to ensure operator has the capacity and ability to maintain assets. This is further verified by period inspections 
as undertaken by the Fund Manager and/or its affiliates (such as valuators). 
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Risks of the possibility of not being able to renew the lease or re-lease the leased area at the end of 
the contract period

The Fund depends on its profit on the rental amounts paid by the tenants and accordingly, the financial position of the Fund and 
the results of operations and cash flow as well as the ability of the Fund to distribute profits may be affected negatively in the event 
that the Fund is not able to immediately re-rent properties or renew the lease contracts. To reduce these risks, the lease contracts 
concluded with a prior notice period are included, enabling the Fund to search for an alternative tenant, and the Fund seeks to renew 
the lease contracts in line with the prevailing market conditions.

Risks of concluding long-term leases

The Fund will enter into long leases with some tenants. These contracts may include increases in the rental value or may not include 
it. It is expected that the returns of the Fund will decrease when there is an increase in operating costs, inflation rates, change in 
currency exchange rates, or an increase in real estate prices with the stability of the rental payments. To reduce these risks, these 
contracts must be based on commercial foundations and future aspirations to avoid losses.

The risks of investing in the educational sector

The Fund’s performance will be affected by factors that affect the education sector in general. These factors may include factors 
related to demand levels, including any economic downturn, restrictions imposed in the educational system in general, revocation of 
licenses granted to private schools, or any regulations or regulations (including those related to taxes and fees), or factors related to 
supply levels, including increased supply from private or governmental schools. The education sector is one of the defense sectors 
and is the least affected by economic conditions. Further, the operators of Fund’s schools’ assets are well-known and have a strong 
loyal base of students/parents. Hence, the threat from new entrants is deemed to be low. 
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Fund Board Meetings Meeting Date

Fund Board Meeting (01) 12/05/2019

Fund Board Meeting (02) 24/11/2019

Summary of Major Decisions

1 Approval of 2018 Financial Statements 

2 Approval on change in Fund Board composition and the resulting change in the terms and conditions

3 Appointment of sub-fund administrator 

4 Appointment of external auditors and approval on the resulting change in terms and conditions

5 Appointment of external auditors and approval on the resulting change in terms and conditions

6 Approval of 30 June 2019 interim financial statements

7 Approval on filing of Fund’s zakat declaration with GAZT and the resulting change in T&C

8 Approval on dividend payments (four approvals in total)

Fund
Governance

In line with CMA rules and regulation, Taleem REIT Fund Board of Directors supervise and monitor the progress of Fund’s performance 
in line with Fund’s terms and conditions. During 2019, the Fund’s Board of Directors held two (2) meetings. During these meetings, 
Fund’s performance along with any regulatory and compliance related matters were duly discussed. 
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Services, commissions, fees, and expenses charged to the Fund throughout the year

Amount (SAR)

Management fee 3,824,999

Registration fee (Tadawul) 399,981

Listing fee 165,472

Custody fee 136,876

Audit fee 60,000

Fund board fee 10,000

Regulatory fee (CMA) 7,500

Zakat expense 1,529,806

Other expenses 214,069

Expense Ratio  1.19%
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Fund Manager

Saudi Fransi Capital
8092 King Fahd Road – Riyadh – Kingdom of Saudi Arabia
Mailing Address: P.O. Box 23454 – Riyadh 11426 – Kingdom of Saudi Arabia
Telephone: +966 11 282 6666 – Fax: +966 11 282 6667

Custodian

KASB Capital
8848 Turki bin Khalid al-Sudairy Road – Riyadh – Kingdom of Saudi Arabia
Mailing Address: P.O. Box 395737 – Riyadh 11375 – Kingdom of Saudi Arabia
Telephone: +966 11 211 0044 – Fax: +966 11 211 0040

Financial Auditor

Al-Azem, Al-Sudairy, Al-Shaikh & Partners (a member of Crowe Horwath International)
3174 Prince Muhammad Bin Abdulaziz Road – Riyadh – Kingdom of Saudi Arabia
Mailing Address: P.O. Box 11 – Riyadh 10504 – Kingdom of Saudi Arabia
Telephone: 920004741 – Fax: +966 11 217 5000

Fund reports are available upon request and free of charge. These reports are also available on the Fund Manager’s website for free 
at www.sfc.sa and on the Saudi Stock Exchange website (Tadawul)

Saudi Fransi Capital (Closed Joint Stock Company owned by Banque Saudi Fransi) – Commercial Registration 1010231217 – 
Authorized and Regulated by the Capital Market authority (CMA) under license 11153-37
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Financial
Statements
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