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Contact Us:
SEDCO Capital. South Tower, Red Sea Mall, King Abdulaziz (Malik) Road
PO Box 13396
Jeddah 21493
Kingdom of Saudi Arabia
Telephone +966 12 690 6555
Fax +966 12 690 6599
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Fund Manager
Saudi Economics and Development Securities Company (SEDCO Capital)
SEDCO Capital is a capital market institution with a license No. 37-11157 issued by the Capital Market Authority in accordance with
the provisions of the capital market institutions regulations issued by the CMA board
TERMS AND CONDITIONS
FOR THE OFFERING OF UP TO 60,000,000 UNITS AT A PRICE OF SAR 10 PER UNIT

SEDCO CAPITAL REIT FUND
(a closed-ended Shariah-compliant real estate investment traded fund)

Issuance Date 4/12/2017
Latest update 11/10/2020
Number of units offered to the public: between 18,000,000 units up to 60,000,000 units, with a unit price of 10 SAR per unit.
Total fund size: SAR 600,000,000 divided to 60,000,000 units.
The Fund Manager accepts full responsibility for the accuracy of the information contained in these Terms and Conditions and confirms
having made all reasonable enquiries, that to the best of its knowledge and belief, there are no other facts excluded of which would
render any statement herein misleading. The Capital Market Authority and the Saudi Stock Exchange (Tadawul) do not take any
responsibility for the content of these Terms and Conditions, do not make any representations or warranties regarding their accuracy
or completeness, and expressly disclaim any liability whatsoever for any loss arising from, or incurred in reliance on, any part of these
Terms and Conditions.
All investors must read the Terms and Conditions before investing in the Fund. In case of any ambiguity, kindly seek financial advice
from your financial advisor in order to determine the following:
a. The suitability of investment in the Fund to achieve your investment objectives; and
b. The capability of investors to withstand any potential loss of capital as a result of the risks associated with investment in the Fund.
Under this notice, we ensure the investors that the decision to invest in the Fund and the resulting risks will be their own responsibility.
Offering, registration and listing of REIT Units has been approved by CMA on 4-12-2017. This Terms and Conditions was updated on
11-10-2020
Disclaimer: This is a translated version of the original Terms & Conditions issued in Arabic language and is only meant to assist the
users with barriers to understanding with regards to Arabic language. This version holds no legal value and the original version in Arabic
stands as an official document. SEDCO Capital, its employees, and directors hold no responsibility in the unlikely event of any
translation errors. In case of any discrepancy between the Arabic and the English translated version, the original Arabic version shall
prevail
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IMPORTANT NOTICE

These Terms and Conditions contain detailed information relating to SEDCO Capital REIT (the “Fund”) and the offering of
units in the Fund (the “Units”). When submitting an application to subscribe for Units, investors will be treated as applying
solely on the basis of the information contained in these Terms and Conditions, copies of which are available in the website
of SEDCO Capital (the “Fund Manager”) (www.sedcocapital.com), and the Saudi Stock Exchange (“Tadawul”)
(www.tadawul.com.sa).
Prospective investors must read the entirety of these Terms and Conditions before purchasing Units in the Fund. An
investment in the Fund involves certain risks and may not be suitable for all investors. Investors must be willing to assume
the risks associated with an investment in the Fund, which are described in these Terms and Conditions.
These Terms and Conditions have been prepared by the Fund Manager, a Saudi Arabian joint stock company with Saudi
commercial registration no. 4030194994, and a Capital market institution licensed by the Capital Market Authority (the
“CMA”) under license No. 11157-37, in accordance with the provisions of the Real Estate Investment Funds Regulations
issued by the Board of the CMA pursuant to Resolution No. 1–193-2006, dated 19/06/1427H (corresponding to
15/07/2006G) (the “Real Estate Investment Funds Regulations”) and the provisions of the Real Estate Investment Traded
Funds Instructions issued by the CMA pursuant to its resolution number 6-130-2016 dated 23/1/1438H (corresponding
to 24/10/2016G (the “REIT Regulations”).
These Terms and Conditions include information that has been presented in accordance with the requirements for
registration and listing of the Units on Tadawul in accordance with the Real Estate Investment Funds Regulations and the
REIT Instructions issued by the CMA.
NCB Capital Company has been appointed by the Fund Manager to act as its financial advisor and sole placement agent
(“NCB Capital”, “Financial Advisor” or the “Placement Agent”) in relation to the offering of Units. As such, the Placement
Agent is not acting for any other person, including any prospective investors, in relation to the transactions described in
this document. It is noted that to the extent that Units are offered outside the Kingdom, the Placement Agent may appoint
sub-placement agents in the relevant jurisdictions in which Units are offered.
The Fund Manager accepts full responsibility for the accuracy of the information contained in these Terms and Conditions,
and affirms that according to the best of its knowledge and belief, and after making all possible reasonable enquiries, there
are no other facts or omissions from these Terms and Conditions that would make any statement contained herein
misleading. While the Fund Manager has made all reasonable enquiries as to the accuracy of the information contained in
these Terms and Conditions as at the date hereof, a substantial portion of the information in these Terms and Conditions
relevant to the real estate market and industry is derived from external sources. While the Fund Manager has no reason to
believe that any of the market and industry information is materially inaccurate, the Fund Manager has not independently
verified such information, and no representation or assurance is made with respect to the accuracy or completeness of any
of this information.
The Placement Agent and the Fund Manager’s other advisors named in the Fund Directory (together, the “Advisors”) are
not responsible for any of the information contained in these Terms and Conditions and therefore make no representations
as to the accuracy or completeness of the information contained in these Terms and Conditions. None of the Advisors are
liable for any consequences arising out of or in connection with the reliance on information contained in these Terms and
Conditions nor have they independently verified any such information.
The CMA does not bear any responsibility for the contents of these Terms and Conditions and does not opine or provide
any warranties regarding the accuracy or completeness of these Terms and Conditions. Further, the CMA shall not be
responsible for any financial loss resulting from any provision contained in these Terms and Conditions or any reliance
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thereon.
These Terms and Conditions are not to be regarded as a recommendation on the part of the Fund Manager, its directors,
the Placement Agent or the Advisors to participate in the offering. Moreover, information provided in these Terms and
Conditions is of a general nature and has been prepared without taking into account individual investment objectives,
financial situation or particular investment needs of the persons who intend to invest in the offered Units. Prior to making
an investment decision, each recipient of these Terms and Conditions is responsible for obtaining independent professional
advice from a CMA licensed financial advisor in relation to the offering and must rely on its own examination of the Fund
and the appropriateness of both the investment opportunity and the information herein with regard to the recipient’s
individual objectives, financial situation and needs, including the merits and risks involved in investing in the Fund. An
investment in the Fund may be appropriate for some investors but not others, and the prospective investors should not rely
on another party’s decision to invest or not to invest as a basis for their own examination of the investment opportunity
and such investor’s individual circumstances.
Subscription for Units is only made available to: (a) natural persons residing in Saudi Arabia or citizens of the other countries
of the GCC; (b) corporations, companies, investment funds and other legal entities established in Saudi Arabia or other
GCC countries. All recipients of these Terms and Conditions must inform themselves of any legal or regulatory restrictions
relevant to this offering and the sale of the Units and to observe all such restrictions.
The information contained in these Terms and Conditions is current as of the date hereof but is subject to change. In
particular, the value of the offered Units may be adversely affected by future developments, such as inflation, interest rates,
taxation or other economic, political and any other factors, over which the Fund Manager has no control. Neither the
delivery of these Terms and Conditions nor any verbal or written information in relation to the offered Units is intended to
be, or should be construed as or relied upon in any way, as a promise, affirmation or representation as to future earnings,
results or events.
In addition to publicly available market information, forecasts set forth in these Terms and Conditions have been prepared
on the basis of assumptions based on the Fund Manager’s information according to its market experience. Future operating
conditions may differ from the assumptions used and consequently no affirmation, representation or warranty is made
with respect to the accuracy or completeness of any of these forecasts.
Certain statements in these Terms and Conditions constitute, or may be deemed to constitute, “forward-looking
statements”. Such statements can generally be identified by their use of forward-looking words such as “plans”,
“estimates”, “believes”, “expects”, “anticipates”, “may”, “will”, “should”, “expected”, “would be” or the negative thereof or
other variations of such terms or comparable terminology. These forward-looking statements reflect the current views of
the Fund Manager with respect to future events but are not a guarantee of future performance. Many factors could cause
the actual results, performance or achievements of the Fund to be significantly different from any future results,
performance or achievements that may be expressed or implied by such forward-looking statements. Some of the risks
and factors that could have such an effect are described in more detail in other sections of these Terms and Conditions.
Should any of these risks or uncertainties materialize or any underlying assumptions prove to be incorrect or inaccurate,
the Fund’s actual results may vary materially from those described in these Terms and Conditions as anticipated, believed,
estimated, planned or expected.
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Fund Manager Declarations

•The Fund Manager acknowledges that the Terms and Conditions of SEDCO Capital REIT Fund have been prepared in
accordance with the Real Estate Investment Funds Regulations and the Real Estate Investment Traded Funds Instructions,
issued by the Capital Market Authority.
•The Fund Manager acknowledges that according to the best of its knowledge and belief, and after making all possible
reasonable enquiries, there are no other facts or omissions from these Terms and Conditions that would make any
statement contained herein misleading. The Capital Market Authority and the Saudi Stock Exchange (Tadawul) are not
responsible for the content of these Terms and Conditions.
•The Fund Manager acknowledges that the real estate properties are free from any legal violations that prevent or may
cause the properties to be not utilized or operated, as well as the technical safety of the property and that it is free of any
major engineering defects that may prevent or may cause the buildings to not be operated or utilized, and may in turn cause
major repairs and major changes.
To consider the disclosures mentioned in these Terms and Conditions, the Fund Manager acknowledges the existence /
absence of direct / indirect conflicts of interest between (with the exception of the properties (1) the Public Prosecution
Building, (2) Al-Jazeera Residential Compound, (3) Al-Rawdah Business Center and (4) (Al-Khalidiya Business Center,
which were explained in the following paragraph:
1.

Fund Manager.

2. Manager/managers of the real properties associated with the Fund
3. Owner/owners of the real properties associated with the Fund; (the Fund Manager is an investor in SEDCO
Private Fund 1)
4. Lessee/lessees of real assets whose returns account for 10% or more of the Fund's annual rental returns.
1) Public Prosecution Building
Based on the information provided to the Fund Manager as of the date of these Terms and Conditions, there is no direct/
indirect conflict of interest between the following parties:
1.

Fund Manager.

2. Manager/managers of the real properties associated with the Fund. However, Al-Mahmal Facilities Services
Company has been appointed to manage the Public Prosecution building in Jeddah. It is noted that an indirect
shareholder of the Fund Manager is a controlling direct shareholder in Al-Mahmal Facilities Services Company
3. Owner/owners of the real properties associated with the Fund; (the Fund Manager is an investor in SEDCO Private
Fund 1)
4. Lessee/lessees of real Assets whose returns account for 10% or more of the Fund's annual rental returns.
2) Al-Jazeera Residential Compound
Based on the information provided to the Fund Manager as of the date of the issuance of the Terms and Conditions, there is
no direct/ indirect conflict of interest between the following parties:
1. Fund Manager.

Page 7 of 96

2. Manager/managers of the real properties associated with the Fund. However, Al-Mahmal Facilities Services
Company has been appointed to manage the Al-Jazirah residential compound. It is mentioned that an indirect
shareholder of the Fund Manager is a controlling and direct shareholder in Al-Mahmal Facilities Services
Company.
3. Owner/owners of the real properties associated with the Fund; (the Fund Manager is an investor in SEDCO
Private Fund 1)
4. Lessee/lessees of real Assets whose returns account for 10% or more of the Fund's annual rental returns.
3) Al-Rawdah Business Center
Based on the information provided to the Fund Manager as of the date of these Terms and Conditions, there is no direct/
indirect conflict of interest between the following parties
1. Fund Manager.
2. Manager/managers of the real properties associated with the Fund. However, Al-Mahmal Facilities Services
Company has been appointed to manage Al-Rawda Business Center. It is mentioned that an indirect
shareholder of the Fund Manager is a controlling and direct shareholder in Al-Mahmal Facilities Services
Company.
3. Owner/owners of the real properties associated with the Fund; (the Fund Manager is an investor in SEDCO
Private Fund 1)
4.

Lessee/lessees of real Assets whose returns account for 10% or more of the Fund's annual rental returns.

4) Al-Khalidiya Business Center
Based on the information provided to the Fund Manager as of the date of these Terms and Conditions, there is no conflict of
interest between the following parties, directly or indirectly:
1. Fund Manager.
2. Manager/managers of the real properties associated with the Fund. However, Al-Mahmal Facilities Services
Company has been appointed to manage Al-Khalidiya Business Center. It is mentioned that an indirect
shareholder of the Fund Manager is a controlling and direct shareholder in Al-Mahmal Facilities Services
Company.
3. Owner/owners of the real properties associated with the Fund; (the Fund Manager is an investor in SEDCO
Private Fund 1)
4. Lessee/lessees of real Assets whose returns account for 10% or more of the Fund's annual rental returns.
- The Fund Manager acknowledges that all members of the fund's board of directors: have not been subject to any bankruptcy
or liquidation proceedings, and have never committed any dishonourable or fraudulent acts, and have not previously
committed any breach involving fraud or conduct that violates integrity and honesty. And they have the necessary skills and
expertise that qualify them to be members of the fund's board of directors.
- The Fund Manager acknowledges that the two independent members meet the definition of the independent member
contained in the list of terms used in the Capital Market Authority’s regulations and rules and this will also apply to any
independent member appointed by the Fund Manager throughout the fund term.
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- The Fund Manager acknowledges that there are no business activities or other material interests for the Fund Manager "The
Saudi Economic and Development Company for Securities (SEDCO Capital)" board of directors that might conflict with the
fund's interests.
- The Fund Manager acknowledges that there are no conflicts of interest that would affect the Fund Manager in carrying out
his duties towards the fund.
- The Fund Manager acknowledges that there are no fees other than those declared in the schedule of fees mentioned in the
clause (“fees, services, commissions and management fees”).
- The Fund Manager acknowledges that all transactions with related parties have been duly and legally conducted on a proper
and fair arm’s length basis and will not negatively affect in any way the performance of the fund and the unitholders.
- The Fund Manager acknowledges that no commissions, discounts, brokerage fees, or any monetary or non-monetary
compensation have been awarded to any of the parties in or outside the fund other than what was mentioned in the Terms
and Conditions.
- The Fund Manager acknowledges that all terms, conditions and information that may affect the decision to invest in the
fund have been disclosed.
- The Fund Manager acknowledges that the fund will only be listed upon completion of the real estate ownership transfer
process in favour of the fund, and if this is not completed within (60) business days from the closing date of the fund offering
period, all subscription amounts will be transferred to the investors.
- The Fund Manager acknowledges that it is not permissible for any member of the board of directors to have a direct or
indirect interest in the business and contracts concluded for the fund. The Fund Manager will oblige the members of the
board of directors to inform the board of their direct or indirect personal interests in the business and contracts that are made
for the fund's account, provided that it is recorded in the minutes of the meeting. The Fund Manager will ensure that such
member does not participate in any vote on the decisions issued in this regard.
- The Fund Manager acknowledges that all contracts and agreements related to the fund that may affect the investors
’decisions to subscribe in the fund have been disclosed, and that there are no contracts and agreements other than those
mentioned in these Terms and Conditions.
- The Fund Manager acknowledges that unitholders have the right to vote on the issues raised to them in the Unitholders'
meetings. In addition, a majority of more than 50% of unit holders must approve any fundamental change to the fund, which
includes the following:
- A significant change in the objectives or nature of the fund.
- A change that may have a negative and material impact on unit holders or their rights in relation to the fund.
- A change that may have an impact on the risk profile of the fund.
- Any increase in the fund's capital.
- The Fund Manager acknowledges that he shall take all necessary steps for the benefit of the Unitholders according to the
best of his knowledge and belief, with due and reasonable care. The Fund Manager, Directors, Officers, personnel, Agents,
Consultants, Affiliates, the Custodian, the Sharia Counsel and Fund Board shall endeavour to pay reasonable care and act in
good faith to serve the best interest of the Unitholders. However, the fund may suffer any losses whatsoever due to an
unintentional act by any of the aforementioned parties in relation to their management of the fund's. Then such parties shall
not be liable for such losses provided that they have acted in good faith. Good faith can be proven by the absence of any
conduct, decision, or correspondence indicating prior knowledge of the negative consequences of such conduct. It can also
be proven if the party acts in a way believed to serve the best interests of the Fund and if the conduct does not involve gross
negligence, fraud, or wilful misconduct.
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- The Fund Manager declares that property owners and tenants are not subject to seizure of their properties or accounts.
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Fund Directory

Fund Manager
Saudi Economic and Development Securities Company ("SEDCO Capital")
Sedco Holding Building, 2nd floor
Red Sea Malls, King Abdulaziz Road
Between gates 7 and 8
P.O.: 13396, Jeddah 21493 Saudi Arabia
E-mail: info@sedcocapital.com
Website: www.sedcocapital.com

Financial Advisor
NCB Capital
Riyadh, Maather Building, Tower "B", Floor - 4
Al-MaatherStreet
P.P. 22216, Riyadh 11495 Saudi Arabia
Tel: +966 11 8747106 Fax: +966 11 4060049
E-mail: w.alkhatib@alahlicapital.com
Website: www.ncbc.com

Placement Agent
NCB Capital
Riyadh, Maather Building ,Tower "B", Floor - 4
Al-Ma'aad Street
P.P. 22216, Riyadh 11495 Saudi Arabia
Tel: +966 11 8747106 Fax: +966 11 4060049
E-mail: w.alkhatib@alahlicapital.com
Website: www.ncbc.com

Co-Financial Advisor
Saudi Economic and Development Securities Company ("SEDCO Capital")
Sedco Holding Building, 2nd floor
Red Sea Malls, King Abdulaziz Road
Between gates 7 and 8
P.P.: 13396, Jeddah 21493 Saudi Arabia
E-mail: info@sedcocapital.com
Website: www.sedcocapital.com

Page 11 of 96

Administrator and Shariah Advisor
Saudi Economic and Development Securities Company ("SEDCO Capital")
Sedco Holding Building, 2nd floor
Red Sea Malls, King Abdulaziz Road
Between gates 7 and 8
P.P.: 13396, Jeddah 21493 Saudi Arabia
E-mail: info@sedcocapital.com
Website: www.sedcocapital.com

External Auditor
KPMG Fawzan & Co.
KPMG Tower
Salah al-Din Street
P.O.: 92876, Riyadh 11663 Saudi Arabia

Legal Advisor
Mohammed Ibrahim Al Ammar Legal Advisory Office (in collaboration with King &
Spalding LLP)
Kingdom Tower, 20th floor
King Fahd Road, Riyadh, Saudi Arabia

Custodian
Al-Inma Investment Co.
Al-Anood Tower: 2nd, 20th floor
King Fahd Road, Al-Alawiya
66333, Riyadh 11576 Saudi Arabia

Saudi Stock Exchange (Tadawul)
King Fahd Road - Al-Olaya 6897
Unit Number: 15
Riyadh 12211-3388
Saudi Arabia
Tel: +966 11 218 9999 Fax: +966 118 218 9133

Capital Market Authority (CMA)
CMA headquarters
King Fahd Road
P.O. 87171 Riyadh 11642
Tel: 800 245 1111
E-mail: info@cma.org.sa
Website: www.cma.org.sa
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Receiving Bank
NCB
King Abdulaziz Road
P.O. 3555, Jeddah 21481
Saudi Arabia
Tel: +966 12 6493333 +Fax: +966 12 6437426
E-mail: contactus@alahli.com
Website: www.alahli.com

Receiving Bank
Al Rajhi Bank
Al-Olaya Street
Riyadh 11411
Saudi Arabia
Tel: +966 11 462 9929 Fax: +966 11 462 4311
E-mail: contactcenter1@alrajhibank.sa
Website: http://www.alrajhibank.com.sa

Receiving Bank
Samba Financial Group
King Abdulaziz Road
Riyadh 11476
Saudi Arabia
Tel: +966 124 2000: +966 11 2177979
E-mail: contactus@customercare@samba.com
Website: www.samba.com

Real Estate Valuer
Knight Frank Co.
King Abdulaziz Road
Riyadh, Saudi Arabia
Tel: +966 112 890 776
Website: www.knightfrank.com

Real Estate Valuer
Jones Lang LaSalle Co., Ltd.
Jamil Square, Prince Mohammed Bin Abdulaziz Street
Saudi Arabia
P.O.: 2091, Jeddah 8909-23326
Tel: +966 12 660 2555
Website: www.jii-mena.com
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Real Estate Valuer
Esnaad real estate valuation company and its shareholder
King Abdulaziz Road
Jeddah, Saudi Arabia
Al-Naim Neighborhood - Prince Sultan Street
Phone: 920006511
Website: http://www.esnaad.com.sa

Real Estate Valuer
Valustrat Company
6th floor, South Tower
King Faisal Foundation Building
Al-Faisaliah Complex
Riyadh - Saudi Arabia
Website: http://valustrat.com

Real Estate Valuer
White Cubes Co.
Riyadh - Saudi Arabia
Website: http://white-cubes.com
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Definitions
Total Annual Rent

The total annual rent value according to a specific date for a specific property, which is an
estimate that does not take into account the expiration and/or renewal dates of multiple
contracts and the replacement periods for new contracts with new tenants.

Custodian

Al-Inma Investment Company, which is a closed Saudi joint stock company registered in
Riyadh, Kingdom of Saudi Arabia under Commercial Registration No. 1010269764, and it is
licensed as a “Capital market institution” under the Capital Market Authority license No.
09134-37.

Vacant Lands

It refers to "developed lands" in accordance with the law regulating the white lands and the
‘vacant lands’ who has been approved by the related authority.

Investment

Any real estate asset that the fund invests in.

White Lands

It is raw and undeveloped land that is subject to white land fees. According to the tax law
regulating the white lands.

Capital Profits

The increase in the sale price of a property including the cost of selling compared to the
acquisition price, including acquisition costs.

Insured Person

The Fund Manager, or any of the directors, officials, employees, agents’ advisers of related
companies and parties, custodian, placement agent, every developer, property manager,
legal agent, members of the Shariah supervisory board and the board of directors of the fund.

Related Party

Any of the following: a) Fund Manager, b) custodian, c) A designated developer by the Fund
Manager in relation to the fund, d) Any valuation company used by the fund to evaluate the
fund's assets, e) The accountant of the fund, f) Every member of the fund's board of directors,
g) Any unitholder owns more than 5% of the fund's units, h) Any person or entity that
controls or is subordinate to any of the aforementioned parties, i) Any of the executives or
any of the employees of the mentioned parties, j) Any of the Fund's advisers referred to in
these Terms and Conditions.

Unit

One of the fund’s units.

Offering

Public offering according to these Terms and Conditions.

Administrator

SEDCO Capital, a closed Saudi joint stock company with a commercial Registration no.
4030194994, and a Capital market institution licensed from the Capital Market Authority
under license no. 37-11157.

External Auditors

KPMG Fawzan & Co, or any other company as appointed by the Fund Manager.
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Initial Portfolio

The assets owned by SEDCO Private Fund 1, which will be acquired by the Fund prior to the
listing date, as described under Part I. The Fund Manager and related parties own units in
SEDCO Capital Private Fund 1 as described in Part 1 of these Terms and Conditions.

Financial Advisor

Refers to NCB Capital Company, a closed joint stock company with a commercial register
No.1010231474, and a Capital market institution licensed from the Capital Market
Authority under license No. 06046-37.

Temporary
Investments

It means low-risk investments that can be converted into cash within one year, can be
liquidated relatively quickly and are limited to Shariah-compliant, Murabaha agreements,
deposit accounts, Sukuk and Money Market funds.

Placement Agent or
NCB Capital

Refers to NCB Capital Company, a closed joint stock company with a commercial register
No.1010231474, and a Capital market institution licensed from the Capital Market
Authority under license No. 06046-37.

Shariah Advisor

SEDCO Capital (the Fund Manager) as the Shariah Supervisor of the Fund as indicated in the
clause “Shariah Compliance”.

Accounting Period

Any period the audited financial reports related to the fund are prepared.

CMA

Saudi Capital Market Authority.

Shariah
Board

Supervisory

The members consisting of three Shariah scholars who are well known in the field of Shariah,
contemporary finance and investments.

Rental Units

Specific areas within leasable units with variety to its uses including offices, commercial
(retail) or residential units, etc.

Termination Status

Refers to a situation that causes the fund to be terminated in accordance with the clause
“Fund Termination”.

Working Day

Any day when banks are open in Riyadh, Saudi Arabia.

Calendar Day

Any Hijri or Gregorian day, whether it is a working day or otherwise.

Valuation Day

The day on which the fund’s assets are valued in accordance with the clause “Valuation of
the Fund's assets”.

Capital
institutions
Regulations

market

The regulation issued by (CMA) Capital Market Authority in accordance with its resolution
No.1-83-2005 dated 21\5\1426 H (corresponding to 06\28\2005) and its subsequent
amendments.

Real
Investment
Regulations

Estate
Funds

The regulation issued by the (CMA) Capital Market Authority in accordance with its
resolution no. 2006-193-1 dated 19\6\1427 H (corresponding to 15\7\2006) and its
subsequent amendments.
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Real
Estate
Investment Traded
Funds Instructions

The Instructions for (REIT) Real Estate Investment Traded Funds issued by the Capital Market
Authority in accordance with its Resolution No. 2016-130-6 dated 1/23/1438 H
(corresponding to 10/24/2016 ).

Unitholder

An investor who invests in one or more units of the fund.

Public Unitholders

It means any unitholder provided that it is not from the following: a) the unitholder who
owns 5% or more of the units, b) the Fund Manager or any of his subordinates, c) or a
member of the Board of Directors of the Fund.

Subscription Amount

The amount that the unitholder contributes to the fund during the offering period.

Fund
Board
Directors

of

A board of directors consisting of 5 members according to the clause (Fund Board).

Fund Manager
SEDCO Capital

or

Saudi Economic and Development Securities Company, a closed Saudi joint stock company
with a commercial registration No. 4030194994 and a CMA license No. 37-11157.

Fund Term

Refers to the fund's 99-year term from the date of listing, renewable for a similar period
according to the Fund Manager discretion, and after obtaining the approval of the CMA.

Transactions

Transactions between the fund and its subsidiaries or with other entities in which SEDCO
Capital owns direct or indirect rights. Which includes, transactions to provide specific
services to the fund, such as a co-financial advisor managing director, property manager,
developer, or broker, as indicated in the clause “Transactions related to related parties”.

Subscription Form

Means the document that shows the amount of the unitholder’s subscription, and which is
a binding legal contract for the investor to buy units after the approval of the Fund Manager.

The Purchase Price of
the Property

It is the acquisition price of the property plus any other costs or expenses related to the
acquisition.

Feasible Returns

The targeted return that are equal to or greater than the returns of similar investments or
other comparable investment, as the Fund Manager consider suitable.

Multi
Properties

The real estate properties which consist of multiple units that are leased to a number of
tenants with multiple and separate lease contracts and may vary in their terms and
guarantees.

Single
Properties

Tenants

Tenant

Offering Period

The real estate properties which may consist of a unit or multiple rental units, but they are
all leased to a single tenant often with one contract, and the tenant has the right to sublease
the real estate units with the approval of the owner, and it is often a net of all expenses for
managing, operating and maintenance of the property where the tenant bears all of the costs
and expenses.
It refers to the period during which the fund units are offered to investors.

Page 19 of 96

Net Rental Value

The total annual rent minus the property management costs, operating costs and service
costs if anywhere property management costs depend on whether the property is singletenant or multi-tenant, operating management costs and service costs depend on what has
been agreed upon in each contract separately, It is an estimated value that does not take into
account the expiration dates and / or renewal of multiple contracts and the replacement
periods for new contracts with new tenants, and the costs raised from the total mentioned
costs are estimated with regard to variable costs such as (and limited to) spare parts and
consumables incurred during a certain period.

Net Assets Value

The net asset value of the fund's assets, which is defined as indicated in the clause "Valuation
of the Fund's Assets".

SEDCO Private Fund
(1)

Means SEDCO Capital Real Estate Income Fund 1, which is a private real estate fund
managed by SEDCO Capital.

Property Value

The property value is the average valuation which is prepared by two independent
professional valuers, licensed by the Saudi Authority for Accredited Valuers.

Saudi Riyal

The official currency of the Kingdom of Saudi Arabia.

Special
Vehicle

Purpose

A limited liability company affiliated with the custodian to maintain the ownership of the
fund's assets.

Listing Date

The date the fund units were listed in the market for trading.

Closing Date

The termination date of the offering period.

Tadawul

The Saudi Stock Exchange.

Property Management
Costs

The costs of managing the property’s lease and its contracts, tenant relations, rents collection,
and supervising the operating manager, and is charged on the total income of the designated
property and paid to the contracted property manager, and it is calculated as a fixed
contractual percentage of the total lease proceeds, thus it is not a fixed amount but an
estimated amount that changes with the change of the total rental value. And considering
that the proprieties are divided between single-tenant properties and multi-tenant
properties, the single-tenant properties are managed by the relevant tenant and a third party
property manager is appointed in relation to the multi-tenant properties.

Operating
Management Costs

The costs of managing the operation and maintenance of the property, it is charged to the
total income of that particular property and is paid to a manager and / or contracted
operating managers according to specialization for example, but not limited to maintenance
of air conditioning and electricity, plumbing maintenance, maintenance of fire prevention,
security services, cleaning, and maintenance of elevators, and part of it is contracted with
fixed annual amounts and a part that changes according to consumption such as, spare parts
and consumables, thus it is an estimated amount that changes according to the operational
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needs of the property and is estimated as a percentage of the total annual rent value of the
property for the purpose of estimating the net rental income. To avoid any doubt, these costs
are charged to the fund based on actual cost without any profit margins for the Fund
Manager.

Services Costs

The costs of public services required to operate any particular property for example, and not
limited to, electricity, water, and sewage expenses and / or any other costs and / or expenses
imposed by the state, municipalities, or competent authorities such as, taxes, infrastructure
services fees or fees for issuing operating licenses. To avoid any doubt, these costs are
charged to the fund based on actual cost without any profit margins for the Fund Manager.

Shariah Guidelines

The Islamic Shariah guidelines of the fund approved by the Shariah Supervisory Board of
SEDCO Capital, according to which the Fund determines the validity of the investments as
mentioned in Appendix (B).

Average of
Independent
Valuations
Pledge

two

The total of the two valuations divided by their number, the first valuation plus the second
valuation, divided by two.
It is a pledge that entitles the creditors to keep the title deeds without any transfer to the
property until the loan value is payed off.
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EXECUTIVE SUMMARY

Overview

SEDCO Capital REIT Fund is a closed-ended Shariah-compliant real estate investment traded fund. The Fund operates in
accordance with the Real Estate Investment Funds Regulations and the Real Estate Investment Traded Funds Instructions
issued by the CMA. Promptly following the Closing Date, the Fund shall be traded in accordance with the related rules and
regulations. The term of the Fund is 99 years from the Listing Date, renewable at the discretion of the Fund Manager
following CMA approval. The Fund will be established with an initial capital (the “Targeted Capital”) of up to SAR
600,000,000.
SEDCO Capital is a Saudi Arabian closed joint stock company licensed by the CMA as a “Capital market institution” under
license number 11157-37 dated 23/04/1430H (corresponding to 19/4/2009). SEDCO Capital is headquartered in Jeddah,
Saudi Arabia and offers wealth management, asset management, advisory, corporate finance and custody services to high
net worth individuals, family offices and institutions. SEDCO Capital is a signatory to the United Nations Principles for
Responsible Investment (UNPRI), which is a principle-based framework that aims to encourage the consideration of (ESG)
environmental, social and governance related characteristics when investing and an investment risk analysis
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Fund Summary
Fund Name and Type

SEDCO Capital REIT, a closed-ended Shariah-compliant real estate investment traded fund
established under the laws and regulations of Saudi Arabia and regulated by the CMA.

Investment
Objectives

Acquisition of structurally developed real estate to provide regular rental income and periodic
distribution to unitholders of at least 90% of the fund’s net profits during the fund’s term within
a period of 90 working days from the date of announcing the distributions. It is expected that
the Fund Manager will announce the dividends, and the date of their distribution within 40
business days from the end of June and December of each calendar year, with the exception of
the capital gains resulting from the sale of the real estate assets that are reinvested in a way that
serves the interests of the unitholders.

Unit Price

SAR 10

Minimum
Investment

SAR 500 Saudi riyals for 50 units.

Number of Units Between 18,000,000 units (eighteen million units) (representing 30% of the fund's size) to
Offered to the Public 60,000,000 units (sixty million units) (representing 100% of the fund's size).
Total Fund Capital
After the Offering
Maximum
Subscription
Investor

SAR 600,000,000 (six hundred million Saudi riyals).

per SAR 100,000,000 (One hundred million Saudi riyals).

Fund Currency

Saudi Riyal.

Fund Manager and SEDCO Capital, a Saudi Arabian closed joint stock company with commercial registration no.
Co-Financial Advisor 4030194994, and it is a Capital market institution licensed by the CMA under license no.
11157-37.
Fund Term

The term of the Fund is 99 years from the Listing Date and can be renewed at the Fund Manager
discretion after obtaining the CMA approval.

Risk Level

Medium. For more information see the risk disclosure of the Terms and Conditions.

Dividend Policy

The Fund Manager aims to distribute cash dividends to investors of not less than 90% of the
fund’s net profits within 90 days from the date of announcing the dividends. It is expected that
the Fund Manager will announce the dividends and the date of their distribution within 40
business days from the end of June and December of each calendar year, with the exception of
the capital gains resulting from the sale of real estate assets that are reinvested in a way that
serves the interests of unitholders.

Target Distribution

The Fund Manager aims to distribute not less than 90% of the fund’s net profit to unitholders
annually according to the latest audited financials.
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Shariah Compliance

The Fund investments will be in a manner that is compliant with the Shariah Guidelines in
Schedule C.

Valuation Frequency

Once every six months at least, by two independent valuers licensed by the Saudi Authority for
Accredited Valuers. The relevant valuations reflect the value of the fund's assets as of June 30
and December 31 of each calendar year.

Subscription Fees

The unitholders pay a subscription fee of 2.0% of the value of the subscription amounts, to be
paid upon subscribing to units during the offering period.

Management Fees

1% of the total Net Asset Value per annum, paid to the Fund Manager in a semi-annual basis.

Performance Fees

If the fund distributed cash dividends exceeding 7% as net annual distributions, the fund pays
the Fund Manager a performance fee of 20% of any amount in excess of 7%, which is paid
annually. In addition to the amount due on the increase in the return, 10% of the value of the
realized capital gains (including transaction costs, but not limited to brokerage fees, acquisition
and sale fees) due upon selling the fund's assets.

Custody Fees

The Fund shall pay the Custodian a one-time set-up fee of SAR 30,000, payable on the Closing
Date. Thereafter, the Custodian shall be paid an annual fee equal to 0.04% of the Net Asset
Value, subject to a minimum of SAR 200,000, paid on a semi-annual basis.

Acquisition
and The fund pays the Fund Manager a fee of 0.75% for the purchase or sale price of every real
Divestment Fees
estate asset acquired or sold by the fund for its efforts in finding investment opportunities and
completing the sale and purchase of the property of the fund. To avoid any doubt, these fees
are due regardless of any realized increase in the fund’s return and is not applicable on the initial
investment portfolio.

Brokerage Fees

The fund pays the real estate broker a fee of up to 2.50% of the acquisition value of each
investment, which is negotiated in accordance with market prices. To avoid any doubt, the Fund
Manager or any related parties have the right to receive a percentage of the brokerage fee. These
fees are not applicable on the initial investment portfolio.

Financing
Arrangement Fees

The fund pays the Fund Manager a fee of 1.25% for every financing obtained for the fund or
any special purpose company during the term of the fund (without any fees or profit margins),
in return for his efforts in structuring and providing financing to the fund. These fees are payable
upon completion of any financing deals. They cover arrangement fees owed to the lending
bank, valuation fees, legal fees, and feasibility study fees related to financing.

Administrator Fees

The fund pays the administrator an annual fee of 0.05% annually of the fund's net asset value,
to be paid semi-annually. These fees are due to the administrator for all administrative work,
for example calculating the net asset value of the fund periodically and the activities relating to
the operations of the fund on a daily basis, including the accounting and bookkeeping.

External Auditor Fees The fund pays the Auditor an annual fees of SAR 85,000 Saudi riyals (eighty five thousand Saudi
riyals), which may change from time to time according to the prevailing market prices and are
disclosed according to the relevant requirements of the Capital Market Authority.
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Property
Management and
It is negotiated according to the market prices and shall not exceed 7% of the total rental income
Facility Management of each property.
Fees

Investment
Structuring Fees

Developer Fees

If the fund carries out real estate development activities, the Fund Manager is entitled to a fee
of 1.5% of the development value only and does not include the land value in every real estate
development project in exchange for doing several things, including, but not limited to,
arranging the deal, finding the right property, the appropriate tenant and overseeing the
development process. To avoid any doubt, these fees do not apply to structurally developed
properties.
If the fund carries out real estate development activities, the developer is entitled to fees that
are negotiated in accordance with the market prices without any minimum or maximum limit.
To avoid any doubt, these fees do not apply to the structural developed properties. In the event
that the fund carries out real estate development activities, the developer fees will be disclosed
to the unitholders.

Fund Board Fees

The fund pays to the independent fund board members an amount of SAR 30,000 (thirty
thousand Saudi riyals) annually for each member, and the fund's board fees will not exceed SAR
60,000 (sixty thousand Saudi riyals) annually, and to avoid any doubt, the fund will not pay any
fees to non-independent members.

Regulatory Fees

The fund pays regulatory fees of SAR 7,500 (seven thousand five hundred Saudi riyals)
annually, which are calculated cumulatively on each calendar day and paid on an annual basis.

Publishing Fees

The fund pays a fee of SAR 5,000 (five thousand Saudi riyals) annually, which is calculated
cumulatively each calendar day and paid upon claim.

Shariah Supervisory The fund pays the Shariah advisors SAR 30,000 (thirty thousand Saudi riyals) annually, as
Fees
agreed upon between the Fund Manager and the fund Shariah advisor. The mentioned fees are
paid in equal instalments quarterly, and the fees are paid to the Shariah advisor, who is
responsible for paying the amounts to the Shariah Supervisory Board and any other party in
relation to any matters related to the Shariah.
SAR 50,000 (fifty thousand Saudi riyals) in addition to SAR 2 (two Saudi riyals) for each unit
holder, with a maximum of SAR 500,000 (five hundred thousand Saudi riyals) to be paid to the
Depository Centre Saudi Stock Exchange (Tadawul) in exchange for establishing a register of Unitholders.
Fees (Unitholders SAR 400,000 (four hundred thousand Saudi riyals) annually in exchange for managing a
Register fees)
register of unitholders, and it may change based on the value of the fund’s total capital. The
aforementioned fees are subject to modification as determined by the Saudi Stock Exchange
(Tadawul).
Listing Fees

The following listing fees are to be paid from the fund:
Initial Listing Fees: SAR 50,000 (Fifty Thousand Saudi Riyals) Initial Listing Fees; Listing fees:
0.03% of the market value of the fund, with a minimum of SAR 50,000 (fifty thousand Saudi
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riyals), and a maximum of SAR 300,000 (three hundred thousand Saudi riyals). The mentioned
fees are subject to modification as determined by Saudi Stock Exchange (Tadawul).

Other expenses

There may be impacts on the fund, directly or indirectly fees including, but not limited to
operating costs, service costs, insurance fees for the properties acquired by the fund, lawyers’
fees, and zakat (if applied to real estate investment traded funds, and this does not include zakat
for Unitholders. Municipal fees, government fees, evaluation fees, engineering consultant fees,
surveyors’ fees, architects and interior designers’ fees. In all cases, only the actual fees and
expenses related to the fund and its projects will be deducted after obtaining the approval of
the fund's board of directors. It is expected that such expenses will not exceed 1% of the total
assets value of the fund annually, according to the latest audited financial statements.

Zakat and tax

The Fund Manager will not calculate or pay zakat or tax as it is the responsibility of the
unitholders.
Unitholders have the right to vote in the unitholder’s meetings. In addition, a majority of more
than 50% of the unitholders must approve the fundamental changes of the fund, such as:
A significant change in the objectives or nature of the fund.

Voting rights

A change that may have a negative and material impact on unit holders or their rights in
relation to the fund.
A change that has an impact on the risk of the fund.
An increase in the total capital of the fund after the offering.

Restrictions
Transfer

Risk Factors
Governing Law

on

The units in the fund are traded in the same way as the units of the real estate investment funds
traded in the Saudi Stock Exchange (Tadawul). Unitholders may buy and sell units during daily
trading hours through licensed financial brokers.
There are certain risks related to an investment in the Fund. These risks are described in the
Terms and Conditions and must be considered carefully by prospective investors prior to
making an investment decision in relation to the offer Units.
The Fund shall be governed by the laws of Saudi Arabia and the regulations implemented by
the CMA.
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Chapter 1- Overview of the Initial Investment Portfolio
The fund’s initial investment portfolio consists of seven real estate assets in different sectors in Saudi Arabia, as shown in the
table below, and in more detail in the paragraph as indicated in Clause (1) Chapter Two “A description of the types of real
estate assets in which the fund will invest”. Note that the fund may acquires additional real estate in the future in line with
the fund's investment strategies described below.
Property Name

Purpose

City

(1) Al Hayat Tower for Hotel Apartments

Hotel

Riyadh

(2) Hyper Panda, Jeddah

Commercial

Jeddah

(3) Hyper Panda, Riyadh

Commercial

Riyadh

(4) Public Prosecutor's Office

Office

Jeddah

(5) Al-Jazeera Commercial Residential Compound

Residential

Riyadh

(6) Al-Rawdah Business Center

Office\Commercial

Jeddah

(7) Al-Khalidiya Business Center

Office\Commercial

Jeddah

The fund intends to acquire the initial investment portfolio from a private placement real estate investment fund that is
currently managed by the Fund Manager, which is SEDCO Capital Real Estate Income Fund 1 (“SEDCO Private Fund 1 “),
a private real estate income generating fund. Offered as a private placement and the offering period was closed in December
2013. The fund raised SAR 330,600,000 subscription amounts from investors. The Fund Manager owns units in SEDCO
Private Fund 1 representing 1.36%.
SEDCO Private Fund 1 acquired eight structurally developed real estate income generating assets in different sectors. The
fund intends to acquire seven properties from SEDCO Private Fund 1, as shown in the above table. For this purpose, the
Fund Manager, on behalf of the fund (the buyer), entered into a binding and separate sale and purchase agreement for each
property with the seller (SEDCO Private Fund 1). In this regard, the Fund Manager obtained the approval of all unitholders
in SEDCO Private Fund 1 to sell the fund's initial investment portfolio.
Clause (1) Chapter Two (A Description of the Types of Real Estate Assets in which the fund will invest in) includes a detailed
description of the properties of the initial investment portfolio obtained from the official title deeds approved by the notary
public and other documents related to the properties. According to these documents, it is indicated that the custodian of
SEDCO Private Fund 1 (which is SEDCO Capital) is the legal owner of the real estate assets. Currently, the initial portfolio
title deeds are pledged for Riyadh Bank as specified in Chapter 2, in the Clause “Ownership Structure” on behalf of an in the
interest of SEDCO Private Fund 1. The Fund’s legal advisor has conducted the legal due diligence regarding each property of
the initial investment portfolio. The legal advisor of the Fund Manager presented a report that the Fund Manager relied on
for the purposes of making his decision to acquire the related properties.
The assets constituting the initial investment portfolio were evaluated based on two independent valuers licenced by the
Saudi Authority for Accredited Valuers obtained by the Fund Manager. The following information for the properties of the
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initial investment portfolio as at the date of preparing this Terms and Conditions, which are subject to changes, especially
those related to multi-tenant properties, as a result of the renewal and / or replacement of tenants.
This information should be read with reference to the definitions list provided in this document.
Target rental returns from the real estate assets of the initial portfolio for 2017:
Property
Amounts in Saudi Riyals

Total purchase Total
value of the Annual
property
Rent

Rental
Income

Total
Targeted
expenses for Annual Net
Net
the property Rent
Return %
and the fund

Real estate (1) Al Hayat
41,260, 000
Tower for hotel apartments

3,200,000

7.76%

(537,173)

2,662,827

6.45%

Real Estate (2) Hyper Panda
39,300, 000
Jeddah

2,709,668

6.89%

(511,656)

2,198,012

5.59%

Real Estate (3) Hyper Panda
78,765,000
Riyadh

5,545,400

7.04%

(1,025,460)

4,519,940

5.74%

Property
(4)
Public
63,015,000
Prosecutor's Building

5,500,000

8.73%

(1,460,407)

4,039,593

6.41%

Real estate (5) Al Jazeera
67,465,000
Residential Compound

7,758,750

11.50%

(3,358,342)

4,400,408

6.52%

Real Estate (6) Al-Rawda
126,495,000
Business Center

10,754,292 8.50%

(3,146,868)

7,607,424

6.01%

Real estate (7) Khalidiya
148,645, 000
Business Center

12,335,611 8.30%

(3,835,244)

8,500,367

5.72%

Total

47,803,721 8.46%

(13,875,149) 33,928,572 6.01%

564,945,000

Target rental returns from the real estate assets of the initial portfolio for 2018:
Property
Amounts in Saudi Riyals

The
total
Total
purchase
Annual
value of the
Rent
property

Rental
Income

Total
Targeted
expenses for Annual Net Net
the property Rent
Return %
and the fund

(1) Al Hayat Tower for Hotel
41,260,000
Apartments

3,400,000

8.24%

(537,173)

2,862,827

6.94%

(2) Hyper Panda, Jeddah

39,300,000

2,845,151

7.24%

(511,656)

2,333,495

5.94%

(3) Hyper Panda, Riyadh

78,765,000

5,822,670

7.39%

(1,025,460)

4,797,210

6.09%

(4) Public
Office

63,015,000

5,500,000

8.73%

(1,460,407)

4,039,593

6.41%

(5) Al-Jazeera Commercial
67,465,000
Residential Compound

8,000,000

11.86%

(3,358,342)

4,641,658

6.88%

Prosecutor's
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(6) Al-Rawdah business
126,495,000
Center

10,500,000

8.30%

(3,146,868)

7,353,132

5.81%

(7) Al-Khalidiya Business
148,645,000
Center

12,250,000

8.24%

(3,835,244)

8,414,756

5.66%

Total

48,317,821

8.55%

(13,875,149)

34,442,672

6.10%

564,945,000

* The figures for the year 2017 are based on the current agreements, whereas 2018 figures are what the Fund Manager
targets. The figures mentioned in the above table are subject to change as they are subject to market prices when renewing
the lease contracts, as the Fund Manager seeks to renew contracts and marketing the vacant spaces on an ongoing basis.
Chapter Two “A Description of the Types of Real Estate Assets in which the fund will invest” includes detailed information
about each real estate in the initial investment portfolio.
** There are no real estate expenses for single-tenant properties, which are Burj Al Hayat for Hotel Apartments, Hyper Panda Jeddah and Hyper Panda
Riyadh, whereas the tenant of these assets will bear all expenses as per the contractual lease agreement terms.

As for the property, the Public Prosecution building is a single rented property that is leased to a government agency and is
therefore subject to the relevant law, where the owner (the fund) bears some of the property's expenses.
As for the expenses of the following properties, which are Al-Jazeerah Residential Compound, Al-Rawdah Business Center
and Al-Khaldiyah Business Center, they are higher than other real estate assets expenses as they are multi-tenant properties
and the owner (the fund) bears the costs of the property management, operating costs and service costs.

Page 29 of 96

Chapter 2 - TERMS AND CONDITIONS
Introduction

This document set out the Terms and Conditions of SEDCO Capital REIT, a closed-ended Shariah-compliant real estate
investment traded fund. The Fund is managed by SEDCO Capital, a Capital market institution licensed by the CMA under
license number 11157-37. These Terms and Conditions represent the contractual relationship between the Fund Manager
and Unitholders to which the Fund is established.
After obtaining the approval of the CMA, the fund is launched and the ownership of the initial investment portfolio is
transferred to the fund, and the fund is listed on the Saudi Stock Exchange (Tadawul) after obtaining the approval of the
CMA and completing the other procedures outlined in these Terms and Conditions.
Terms & Conditions
a) Name and Type of Fund

The name of the Fund is “SEDCO Capital REIT Fund”. The Fund is a closed-ended Shariah-compliant real estate investment
traded fund established in the Kingdom under the Real Estate Investment Funds Regulations and the Real Estate Investment
Traded Funds Instructions issued by the CMA.
b) Address of the Head Office of the Fund Manager

Address:

Telephone:
Fax:
Website:

SEDCO Capital
2nd Floor
Red Sea Mall
Between Gates 7& 8
King Abdulaziz Road
P.O. Box 13396
Jeddah, 21493
Kingdom of Saudi Arabia
+966 12 690 6555
+966 12 690 6599
www.sedcocapital.com

c) Fund Term

The Fund Term is 99 (ninety nine) years as the date on which the Units are listed on the Tadawul (the “Listing Date”)
and become available for trading. The Fund Term is renewable at the discretion of the Fund Manager and the
approval of the CMA.
d) Fund Objective

Acquisition of structurally developed real estate assets to provide rental and periodic income in a way that serves
the interest of the unitholders. The Fund Manager aims to distribute semi-annual cash dividends to investors at
least 90% of the fund’s net profits within 90 working days from the date of announcing the dividends. It is expected
Page 30 of 96

that the Fund Manager will announce the profits, and the date of distribution within 40 business days after the
end of June and December of each calendar year, with the exception of the capital gains resulting from the sale of
real estate assets, which are reinvested in additional assets
e) Description of the Fund’s Purpose Investment Objectives

The investment objective of the fund is to provide income to investors through investments in income-generating
real estate assets located in the Kingdom of Saudi Arabia and abroad, with a main focus on those located inside
Saudi Arabia.
Although the fund will invest primarily in structurally developed and periodically income generating assets, it may
also invest in real estate development projects by no more than 25% of the fund's total assets value, according to
the latest audited financial statements, whether the assets are owned by the fund or not, or in the renovation or
redevelopment of real properties, provided that (a) the fund's investments are not less than 75% of the total value
of the fund’s assets in structurally developed real estate assets that can generate rental and periodic income,
according to the latest audited financial statements; And (b) the fund should not invest in vacant lands.
The fund aims to invest in real estate income generating assets mainly in the Kingdom of Saudi Arabia, the fund
may invest in real estate assets outside the Kingdom of Saudi Arabia, provided that there is at least 75% of the total
value of the fund's assets inside the Kingdom of Saudi Arabia, according to the latest audited financial statements.
The Fund Manager aims to distribute semi-annual cash dividends to investors at least 90% of the fund’s net profits
within 90 working days from the date of announcing the dividends. It is expected that the Fund Manager will
announce the profits, and the date of distribution within 40 business days after the end of June and December of
each calendar year, with the exception of the capital gains resulting from the sale of real estate assets, which are
reinvested in additional assets. In the event that no suitable investment opportunities are available within one year
from the date of selling the assets, the capital gains resulting from the sale of the real estate assets shall be
distributed to the unitholders. The Fund Manager has the right to make other distributions as appropriate if that
is in the interest of the unitholders.
f) Summary of the Fund Strategies

The Fund intends to achieve its objectives and increase the value of investors capital by: (A) Investing in
structurally developed real estate properties that generate periodical rental income; (B) Reinvesting the net
annual retained income (10% of total annual income) and capital gains resulting from the sale of real estate assets
in structurally developed real estate assets that generate rental and periodic income, after distributing at least
(90%) of the annual net profit to the unit holders (C) Investing in low-performing but promising real estate as
viewed by the Fund Manager, considering their locations or structural and design characteristics, with the aim of
increasing their operational efficiency and raising their return by modifying one or some of the characteristics
such as design, leasing strategies related to the mix of tenants and the rental price and indications for use; (D)
Investing no more than (25%) of the total value of the fund’s assets, according to the latest audited financial
statements in real estate development projects, whether they are owned by the fund or not, or in their renewal
and redevelopment.

1.

Description of the Types of Assets the Fund will Invest In
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The initial portfolio consists of the assets shown below, whose lease contracts are summarized in the same tables.
According to the Fund Manager's assessment, there is no condition in the agreements or information about the real
estate assets that may prevent a potential investor from investing in the fund, which has not been mentioned in these
Terms and Conditions, and the following is a description of each property in the initial portfolio that was obtained from
the title deeds that are approved by the notary public and other documents related to each property. According to these
documents:

Property Details (1)

Owner's name

Sedco Private Fund 1

Name of the property

Al Hayat Tower for Hotel Apartments

Type

Hotel building

Location

Kaab bin Malik Street, Al-Ma'a, Riyadh

Land area

1, 494,75 sqm

Built-up area

6, 574 sqm

Number of floors

7 floors

Type of units

48 hotel apartments

Construction Completion

2000 m

Age of the property

17 years

Number of lease agreements

1 (single-tenant property)

Purchase price

SAR 41,260,000 which is equal to the average of two independent valuations prepared
by independent valuers certified by the Saudi Authority for Accredited Valuers

Lease Contract Details
Tenant's name

Dar Al-Masarat Arabia Co., Ltd.

Use

Hotel Apartments

Contract commencement

10/12/2014

Contract term

10 years

Rent Escalation

An increase of 6.25% with an annual rent of SAR 3,400,000 starting from 10/12/2017
and then an increase of 5.88% to SAR 3,600,000 starting from 10/12/2020

Contract expiry date

09/12/2024
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The remaining period for the contract
expiry

6 years and 11 months starting from 01/01/2018

Total contract value

SAR 34,200,000

Total annual rent

SAR 3,200,000

Property management, operating
management and service costs

The Fund does not bear any of these costs as the tenant bears the cost under the lease
agreement.

Net annual rent

SAR 3,200,000

Annual return *

7.76% of purchase price

Occupancy rate

100%

Annual rent for the previous three years

Rental payment

Year

Rent value

2016

SAR 3,200,000

2015

SAR 3,200,000

2014

This information is not available as the property was
not owned by the fund in 2014.

One annual payment in advance
Promissory notes equal to the rental value of each remaining year which is seven (7)
promissory notes

Tenant's guarantees

Upon the contract execution, 9 promissory notes were issued for each rental year after
the first year. Each promissory note is delivered to the tenant as soon as the annual rent
is paid
The tenant has no right to cancel the contract and the lessor has the right to cancel the
contract in the following cases:

Contract cancellation

1.

If the tenant does not pay the rent on time

2.

If the tenant violates his contractual obligations

3.

If the tenant declares bankruptcy

Location of the property map
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The Fund Manager acknowledges that, up to the date of these Terms and Conditions and to the best of his knowledge, there
is no direct/indirect conflict of interests between:
1. Fund Manager.
2. Manager/managers of the real properties associated with the Fund
3. Owner/owners of the real properties associated with the Fund; (the Fund Manager is an investor in SEDCO
Private Fund 1)
4. Lessee/lessees of real Assets whose returns account for 10% or more of the Fund's annual rental returns.
Property Details (2)
Owner’s Name

Sedco Private Fund 1

Name of the property

Hyper Panda Jeddah - Al-Hanaki District

Type

Commercial building

Location

Al-Hmadaniyah street Al-Hmadaniyah District, Jeddah

Land area

13,685 Sqm

Built-up area

5,858 Sqm

Number of floors

One floor

Type of units

Hyper market and commercial centre

Construction Completion

2013

Property age

4 years

Number of lease agreements

1 (single-tenant property)

Purchase price

SAR 39,300,000, which is equal to the average account for two independent valuations
prepared by independent valuers certified by the Saudi Authority for Accredited Valuers
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Lease Contract Details
Tenant’s name

Azizia Panda United Company

Use

Hypermarket and commercial centre

Contract commencement

09/01/2013

Contract term

15 years

Rent Escalation

An increase of 5.00% for the annual rent to become SAR 2,845,151, starting from
01/09/2018, then an increase of 5.00%, for the annual rent to become SAR 2,988,845,
starting from 01/09/2023

Contract expiry date

08/01/2028

Remaining period for the expiry of the
contract

10 years and two months starting from 01/01/2018

Total contract value

SAR 42 ,492,514

Total annual rent

SAR 2 ,709,668

Property management costs, operating
costs and service costs

The fund does not bear any of these costs as the tenant bears the cost under the lease
agreement

Net annual rent

SAR 2,709,668

Annual return *

6.89% of the purchase price

Occupancy rate

100%

Annual rent for the previous three
years

Year

Rent value

2016

SAR 2,709,668

2015

SAR 2,709,668

2014

SAR 2,709,668

Rental payment

Four quarterly payments to be paid in advance

Tenant's guarantees

NA

Contract cancellation

The tenant has no right to cancel the contract and the lessor has the right to cancel the
contract in the following cases:
1.

If the tenant does not pay the rent on time

2.

If the tenant violates his contractual obligations
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3.

If the tenant declares bankruptcy

Property Location

The Fund Manager acknowledges that, up to the date of these Terms and Conditions and to the best of his knowledge, there
is no direct/indirect conflict of interests between:
1. Fund Manager.
2. Manager/managers of the real properties associated with the Fund
3. Owner/owners of the real properties associated with the Fund; (the Fund Manager is an investor in SEDCO
Private Fund 1)
4. Lessee/lessees of real Assets whose returns account for 10% or more of the Fund's annual rental returns.
Property Details (3)
Owner name

SEDCO Private Fund 1

Name of the property

Hyper Panda Riyadh - Eshbiliyah District

Type

Commercial building

Location

Sheikh Jaber Al Sabah Road, Eshbiliyah District, Riyadh

Land area

23,604 sqm

Built-up area

10,784 sqm

Number of floors

One floor

Type of units

Hyper market and commercial center

Construction Completion

2013

Property age

4 years
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Number of lease agreements

1 (single-tenant property)

Purchase price

SAR 78,765,000, which is equal to the average of two independent
valuations prepared by independent valuators certified by the
Saudi Authority for accredited Valuers

Lease Contract Details
Tenant’s name

Azizia Panda United Co.

Use

Hyper market and commercial centre

Contract commencement

25/05/2013

Contract term

15 years

Rent Escalation

An increase of 5.00% for the annual rent to become SAR 5,822,670
starting from 25/05/2018 and then an increase of 5.00% to the
annual rent to become SAR 6,116,250 starting from 25/05/2023.

Contract expiry date

04/05/2028

Remaining period for the expiry of the contract

10 years and six months starting from 01/01/2018

Total contract value

SAR 86,959,483

Total annual rent

SAR 5,545,400

Property management costs, operating costs and service costs

The fund does not bear any of these costs as the tenant bears the
cost under the lease agreement.

Net annual rent

SAR 5,545,400

Annual return*

7.04% of purchase value

Occupancy rate

100%

Annual rent for the previous three years

Year

Rent Value

2016

SAR 5,545,400

2015

SAR 5,545,400

2014

SAR 5,545,400

Rental payment

Four quarterly payments to be paid in advance

Tenant's guarantees

NA
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The tenant has no right to cancel the contract and the lessor has
the right to cancel the contract in the following cases:
Contract cancellation

1.

If the tenant does not pay the rent on time

2.

If the tenant violates his contractual obligations

3.

If the tenant declares bankruptcy

Property Location

The Fund Manager acknowledges that, up to the date of these Terms and Conditions and to the best of his knowledge, there
is no direct/indirect conflict of interests between:
1.

Fund Manager.

2. Manager/managers of the real properties associated with the Fund
3. Owner/owners of the real properties associated with the Fund; (the Fund Manager is an investor in SEDCO Private
Fund 1)
4. Lessee/lessees of real Assets whose returns account for 10% or more of the Fund's annual rental returns.

Property Details (4)
Owner's name

SEDCO Private Fund 1

Name of the property

Public Prosecution Building - Jeddah

Type

Office Building

Location

Al-Rahmaniyah Road, Al-Rayyan District, Jeddah

Land area

4,767,25 sqm

Built-up area

14,574,81 sqm

Number of floors

7 floors

Type of units

Public Prosecution Offices
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Construction Completion

2013

Age of the property

4 years

Number of lease agreements

1 (single-tenant property)***

Purchase price

SAR 63,015,000 which is equal to the average of two independent valuations prepared
by independent valuators certified by the Saudi Authority for Accredited Valuers.

Lease Contract Details
Tenant’s name

The Bureau of Investigation and Public Prosecution

Use

Public Prosecution offices

Contract commencement

01/05/2016 24/07/1437 H

Contract term

3 years

Rent escalation

NA

Contract expiry date

23/07/1440 H 30/03/2019

Remaining period for the expiry
of the contract

One year and three months starting from 1/01/2018

Total contract value

SAR 16,500,000

Total annual rent

SAR 5,500,000

Property management costs,
operating costs and service costs

SAR 640,000 Approximately

Net annual rent

SAR4,860, 000

Annual return *

7.71% of the purchase price

Occupancy rate

100%

Annual rent for the previous three
years

Year

Rent Value

2016

SAR 5,500,000

2015

SAR 5,500,000

2014

SAR 5,500,000

Rental payment

One annual payment in advance

Tenant's guarantees

NA**
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Contract cancellation

The contract is automatically renewed for a similar period after the end of its term according to
the related law and its implemented regulations of the real estate rental system, unless one of
the parties inform the other via official letter prior to 180 days of contract expiration his
willingness to not renew the contract, or via obtaining owner acknowledgment in regards of
tenants and willingness to renew the contract.

Property Location

The Fund Manager acknowledges that, up to the date of these Terms and Conditions and to the best of his knowledge, there
is no direct/indirect conflict of interests between:
1.

Fund Manager.

2. Manager/managers of the real properties associated with the Fund
3. Owner/owners of the real properties associated with the Fund; (the Fund Manager is an investor in SEDCO Private
Fund 1)
4. Lessee/lessees of real Assets whose returns account for 10% or more of the Fund's annual rental returns.

Property Details(5)
Owner's name

Sedco Private Fund 1

Name of the property

Al-Jazeera Residential Compound

Type

Residential Compound

Location

Mushaja Bin Saud Street, Sulaymaniyah District, Riyadh

Land area

20, 758 sqm

Built-up area

10,730 sqm

Number of floors

2 floors
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Type of units

52 housing units, 26 villas, and 26 apartments in addition to a restaurant, gym and
women's salon

Construction Completion

1990

Age of the property

27 years

Number of lease agreements

52 lease contracts

Purchase price

SAR 67,465,000 which is equal to the average of two independent valuations prepared by
independent valuers certified by the Saudi Authority for Accredited Valuers.

Lease Contract Details
Tenant’s name

Al-Toq Group, Carillion Saudi Arabia, Genetech Saudi Arabia, Siemens Saudi Arabia, and
other people

Use

Residential Compound

Number and term of lease contracts

Contract term

Contracts
number

Lease contracts with a remaining period of more than five years

--

Lease contracts with a remaining period between one and 4 years

--

Lease contracts with a remaining period less than one year

52 lease
contracts

The average remaining period for the
expiry of the contract

6 months from 1/01/2018

Total annual rent

SAR 7,758,750

Property management costs,
operating costs and service costs

SAR 2,480,000

Net annual rent

SAR 5,278,751

Annual return*

7.82% of the purchase value

Occupancy rate

94.1%

Annual rent for the previous three
years

Year

Rent value

2016

SAR 8,248,750
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2015

SAR 8,004, 500

2014

SAR 8,189,500

Rental payment

One annual payment in advance or two semi-annual payments in advance or four
quarterly payments paid in advance, according to the agreed terms with each tenant

Tenant's guarantees

NA**

Contract cancellation

The tenant has no right to cancel the contract, and the lessor has the right to cancel the
contract if the tenant violates the terms of the contract

Property Location

The Fund Manager acknowledges that, up to the date of these Terms and Conditions and to the best of his knowledge, there
is no direct/indirect conflict of interests between:
1.

Fund Manager.

2. Manager/managers of the real properties associated with the Fund
3. Owner/owners of the real properties associated with the Fund; (the Fund Manager is an investor in SEDCO Private
Fund 1)
4. Lessee/lessees of real Assets whose returns account for 10% or more of the Fund's annual rental returns.
Property Details (6)
Owner's name

SEDCO Private Fund 1

Name of the property

Al-Rawdah Business Center

Type

Commercial / Offices

Location

Prince Saud Al-Faisal Street (formerly Al-Rawdah Street), Al-Rawdah District, Jeddah
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Land area

2,462 sqm

Built-up area

13,335 sqm

Number of floors

10 floors

Type of units

4 commercial centres, 20 offices and two offices, consisting of two floors.

Construction Completion

2014

Age of the property

3 years

Number of lease agreements

16 lease contracts

Purchase price

SAR 126,495,000, which is equal to the average of two independent valuations prepared by
independent valuers certified by the Saudi Authority for Accredited Valuers.

Lease Contracts Details

Tenant’s name

Ghassan Ahmed Al-Sulaiman Furniture Trading Company, Rubaiyat Advanced Furniture and
Decoration Company (Rubaiyat), Al-Jouf Cement Company, Details International Trading
Company Ltd. (Lomar), Banoub Decor Corporation.

Use

Commercial units and administrative offices

Number and term of lease contracts

Contracts duration

Contracts number

Lease contracts with a
remaining period of
between one and four
years

10 lease contracts

Lease contracts remaining
on expiry of less than a
year

6 lease contracts

The average remaining period for
the expiry of the contract

One year and two months starting from 01/01/2018

Total annual rent

SAR 10,754,292

Property management costs,
operating costs and service costs

SAR1 ,500,000 approximately

Net annual rent

SAR 9,254,292
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Annual return

7.3% of the purchase price

Occupancy rate

93.23%

Annual rent for the previous three
years

Year

Rent value

2016

SAR 10,735,441

2015

SAR 11,165,296

2014

SAR 10,286,098

Rental payment

One annual payment in advance or two semi-annual payments in advance, according to the
agreed terms with each tenant

Tenant's guarantees

NA

Contract cancellation

The terms of cancellation vary from one contract to another, but they often do not allow the
tenant to cancel the contract, while the lessor has the right to cancel the contract if the tenant
violates the terms of the contract

Property Location

The Fund Manager acknowledges that, up to the date of these Terms and Conditions and to the best of his knowledge, there
is no direct/indirect conflict of interests between:
1.

Fund Manager.

2. Manager/managers of the real properties associated with the Fund
3. Owner/owners of the real properties associated with the Fund; (the Fund Manager is an investor in SEDCO Private
Fund 1)
4. Lessee/lessees of real Assets whose returns account for 10% or more of the Fund's annual rental returns
Property Details (7)
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Owner's name

SEDCO Private Fund 1

Name of the property

Al-Khaldiya business center

Type

Commercial\ Administrative

Location

Prince Sultan street, AL-khaldiya District, Jeddah

Land area

7,903 sqm

Built-up area

19,671,29 sqm

Number of floors

5 floors

Type of units

10 commercial units and 54 offices

Construction Completion

2008

Age of the property

9 years

Number of lease agreements

20 lease contracts

Purchase price

SAR 148,645,000 which is equal to the average of two independent valuations prepared by two
independent valuators certified by the Saudi Authority for Accredited Valuers.

Lease Contracts Details
Tenant’s name

The Saudi British Bank (SABB Bank), Mobily Company, Arabia Entertainment Company Ltd., Saudi
Credit House Company for Instalment Sale, Al-Ahly Takaful Company

Use

Retail units, restaurants, and administrative offices

Number and term of lease contracts

Contracts duration

Contracts
number

Lease contracts with a remaining period of more than five years

6 lease contracts

Lease contracts with a remaining period between one and four years

12
lease
contracts

Lease contracts remaining on expiry of less than a year

2 lease contracts

The average remaining period for
the expiry of the contract

Two years and nine months starting from 01/01/2018

Total annual rent

SAR 12.335.611
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Property management costs,
operating costs and service costs

SAR 1.900.000 approximately

Net annual rent

SAR 10,435,611

Annual return

7.02% of the purchase price

Occupancy rate

86.6%

Annual rent for the previous three
years

Year

Rent value

2016

SAR 12,190,104

2015

SAR 12,419,282

2014

SAR 11,465,022

Rental payment

One annual payment in advance or two semi-annual payments in advance, according to the agreed
terms with each tenant

Tenant's guarantees

NA

Contract cancellation

The terms of cancellation vary from one contract to another, but they often do not allow the tenant
to cancel the contract, while the lessor has the right to cancel the contract if the tenant violates the
terms of the contract

Property Location

The Fund Manager acknowledges that, up to the date of these Terms and Conditions and to the best of his knowledge, there
is no direct/indirect conflict of interests between:
1.

Fund Manager.

2. Manager/managers of the real properties associated with the Fund
3. Owner/owners of the real properties associated with the Fund; (the Fund Manager is an investor in SEDCO Private
Fund 1)
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4. Lessee/lessees of real Assets whose returns account for 10% or more of the Fund's annual rental returns
* The annual rate of return after deducting the management fees and before deducting the fund expenses
** emphasis on the rent collection to be in advance and without delays
*** The Public Prosecution building lease contract is subject to the related law and its implemented regulations of the real
estate rental system rental system, where the lessor bears some of the property's expenses
**** Part of the fund’s strategy is to make improvements to the Public Prosecution building and the Khalidiya Business
Center building
Despite what was previously mentioned, there are two tenants in Al- Khalidiya Business Center who are considered related
parties to the Fund Manager and contribute a total rental income of approximately 16% of the annual rental returns for AlKhalidiya Business Center and 4% of the total annual rental returns for the fund, and they are: the entertainment company
Arabia Ltd. and Al-Mahmal Facilities Services Company. Specifically, it is mentioned that the shareholders of the Arab
Entertainment Company Ltd. are the same shareholders to the Fund Manager, and that an indirect shareholder to the Fund
Manager is a controlling and direct shareholder in Al-Mahmal Facilities Services Company.
Although the fund will invest primarily in structurally developed periodically income generating real estate assets, it may
also invest in real estate development projects no more than 25% of the fund’s total assets value, according to the latest
audited financial statements, whether the properties are owned by the fund or not, or to renew or redevelop those real estate
properties, provided that (a) the fund's investments are not less than 75% of the fund’s total assets in structurally developed
real estate assets that generate rental and periodic income, according to the latest audited financial statements; And (b) the
fund should not invest in vacant lands.
In addition, other real estate assets will be acquired in the future, which is in line with the fund's investment strategy. It is
targeted to form a sectoral diversified real estate portfolio, including but not limited to the office, commercial, residential,
hotel, educational and logistical sectors (as described in the summary Fund Strategies), by following the criteria below to
select the target properties for investment, including adherence to the fund’s strategy, which is its main focus:
-

Acquisition of real estate properties generating current income at feasible rates of return compared to market rates
of return or other investment assets.

-

Acquisition of income generating real estate properties with relatively poor performance but promising returns
due to its location or design with the aim of raising its rates of return to a feasible level compared to the market
returns.

-

Acquisition of real estate properties under development and / or vacant lands to develop real estate projects that
generate feasible income, provided that the value of these investments does not exceed 25% of the fund’s total
assets value, according to the latest audited financial statements, in a manner that does not conflict with the Fund’s
investment strategy of the fund. To avoid any doubt, the fund intends to start the development processes
immediately upon the acquisition of the property and the land.

In addition to the above, the Fund Manager adopts a vacancy plan that includes the following:
Multi-tenant real estate properties: property managers have been appointed for multi-tenant properties who analyse and
monitor the market on an ongoing basis to identify similar vacancies and rental rates. Therefore, the appointed property
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managers consult with the Fund Manager on an ongoing basis to adjust pricing strategies and the tenants mix to achieve the
best possible return for the benefit of investors.
Single-tenant real estate properties: Single-tenant properties are specialized-use properties (for example hotels, malls,
offices), subject to long-term contracts. In order to ensure that any vacancies are occupied. The Fund Manager will initiate
discussion discussions with the relevant tenant within the range month-year before the end of the contract period regarding
whether or not the contract will be renewed and to look for an alternative tenant, in case the existing tenant is unwilling to
renew the contract.
In general, the occupancy rate of any real estate property depends mainly on the level of supply and demand in any real
estate sector (for example, commercial, office, hotel, residential ... etc.), and therefore, the possibility of a higher occupancy
rate for one property over another depends mainly on the location of the property, the rental value and the general condition
of the property. Based on the above, and despite the Fund Manager’s efforts to follow the aforementioned plan, it is not
possible to guarantee that the occupancy rate of the fund’s properties will continue at the required levels.
2. Investment Concentration Policies
The fund invests according to the policies mentioned below:
-

Investing of no less than 75% of the total value of the fund's assets, according to the latest audited financial
statements, in structurally developed real estate properties generating rental and periodic income in the Kingdom
of Saudi Arabia.

-

Investing of no more than 25% of the total value of the fund’s assets, according to the latest audited financial
statements, in real estate properties located outside the Kingdom of Saudi Arabia, or in real estate development
activities for the real estate properties owned by the fund or not, or for the renewal and redevelopment of such
properties.

-

The fund cannot invest in vacant lands.

-

The fund aims to invest in all the regions of Saudi Arabia, except for Mecca and Medina.

3. Borrowing Rights
The Fund Manager has the right to obtain shariah-compliant financing. Such borrowing shall not exceed 50% of the Fund’s
total asset value. The amount of leverage incurred will depend upon (a) Results of the Fund Manager Studies including a
study of the fund’s cash flows (b)the specific facts in connection with a particular financing and (c) prevailing market
conditions. The terms of any financing will be on a non-recourse basis to the Fund’s Unitholders.
The Fund Manager may hedge any Shariah-compliant financing and hence the Fund shall be subject to the relevant risk
factor shown in “Limitations on Raising Funds for Future Acquisitions”.
4. Methods and Ways to Invest the Liquidity Available in the Fund
The Fund Manager has full authority in managing and investing the cash available in the fund for the interest of investors.
Consequently, the Fund Manager may make temporary investments of the available cash in Murabaha investments that
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are Shariah-compliant for example, deposit accounts, sukuk instruments, money market funds, and other low-risk
investments that can be converted into cash within one year and can be liquidated relatively quickly, provided that the
percentage of real estate investments in structurally developed real estate is not less than 75% of the total value of the
fund's assets, according to the latest audited financial statements and achieving rental and periodic income not less than
75% of the total value of the fund's assets, according to the latest audited financial statements.
In addition, the Fund Manager may use cash to rebalance the financing, prior to distribution to investors or investment in
an asset. Temporary investments can be made with any local bank subject to the supervision of the Saudi Arabian Monetary
Agency, or with public funds licensed by the Capital Market Authority and managed by the Fund Manager or any other
investment Fund Manager. The percentage of these investments must not exceed 25% of the total value of the fund's assets
(according to the most recent audited financial statements) and the rating of each party related to profits and the issuer
with which the fund deals should not be less than A-3 from S&P or P-3 from Moody's or about F3 from Fitch.
1.

Acquisition of the initial investment portfolio

The Fund Manager, on behalf of the fund, entered into a purchase agreement for each property separately with SEDCO
Private Fund 1, in order to acquire all the real estate assets that make up the initial portfolio, which are seven real estate
properties owned by SEDCO Private Fund 1, with a total purchase price equivalent to SAR 564,945,000 (Five hundred and
sixty four million nine hundred forty-five thousand Saudi riyals) according to the average of two valuations prepared by two
independent valuers accredited by the Saudi Authority for Accredited Valuers. The aforementioned purchase price will be
paid in full through a cash payment in favour of SEDCO Private Fund 1, the following is a summary of the sources and uses
of the offering proceeds:

Statement

Amount (SAR)

Total capital of the fund

600,000,000

The value of the initial portfolio

564,945,000

The amount remaining after the acquisition of the initial portfolio

35,055,000

The remaining amount will be used to pay the other expenses of the fund as specified in the clause (“Fees”) and invest the
surplus in temporary investments in a way that serves the interests of the unitholders, as described in clause (“Methods and
Ways to Invest the Liquidity Available in the Fund “).
The following is a timetable showing the steps for offering units in the fund, allocating to unitholders, transferring ownership,
and requesting registration for units and listing them in the Saudi Stock Exchange (Tadawul):
Procedure

The expected timeframe

Obtaining the approval of the Capital Market
Authority

Rabi Al-Awwal 17, 1439H, corresponding to December 4, 2017
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Preparing and coordinating with the receiving
banks regarding offering the fund units

10 working days from the date of obtaining the approval of the
Capital Market Authority for the fund offering

Offering period

14 days, from Jumada Al-Awwal 7, 1439H corresponding to January
24, 2018 and end on Jumada Al-Awwal 20, 1439H corresponding to
February 6, 2018

Extension of the offering period (in case the fund
is not covered)

14 days from Jumada Al-Awwal 21, 1439H, corresponding to
February 7, 2018, and end on Jumada Al-Akhir 4, 1439H,
corresponding to February 20, 2018

Accept or reject the subscription request

The placement agent and the receiving banks shall notify the
Investor to confirm or reject his participation within five business
days from the closing date of the offering Period.

The allocation of units by the Fund Manager

Ten business days from the closing date of the fund offering period
or from the closing date of the extension period if necessary.

Refund the surplus from the subscription
amount and the related subscription fees to the
investor

Five working days from the date of allocating units

Acquisition and transfer of ownership of the
initial portfolio assets and listing the fund units

sixty business days from the closing date of the fund offering period

Cancellation and refund

In case the offering is cancelled, all subscription amount and
subscription fees will be refunded within five working days from the
date of cancellation.

The total capital of the fund, which is SAR 600,000,000 (six hundred million Saudi riyals), consists of cash subscriptions. The
SEDCO Capital REIT Fund will purchase the initial investment portfolio by the SEDCO Private Fund 1 for a total amount
equal to SAR 564,945,000 (five hundred and sixty-four million nine hundred and forty-five thousand Saudi riyals), which is
the average of the two valuations obtained by the Fund Manager. To avoid any doubt, the remaining amount will be used
to pay the other expenses of the fund as specified in the clause “Fees” and to invest the surplus in temporary investments in
a way that serves the interests of unitholders, as described in clause (“Methods and Ways to Invest the Liquidity Available in
the Fund”).
2. Active Management

The Fund will rely on SEDCO Capital’s investment team and external advisors and consultants to regularly assess the most
attractive sectors in the real estate market. The assets of the Fund will be managed by an experienced team of professionals
specialized in real estate investments. The team will continuously examine the real estate cycles, market fundamentals and
sector characteristics to capitalize on real estate market opportunities and sustain the Fund’s long-term goals. The real
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estate assets subject of the fund's investment includes single-tenant and multi-tenant properties, single-tenant properties
are managed by the relevant tenant while a third-party property manager is appointed in relation to multi-tenant
properties.
3.

Investment Decision Making Process

In pursuing possible new opportunities in the local real estate market, the Fund Manager will adopt an investment process
to identify opportunities and efficiently execute transactions in accordance with a detailed internal policy developed by
the Fund Manager’s investment team.
-

Investment Approval Process

The Fund Manager will implement a full due diligence process for each potential investment consistent with the process
outlined below:
-

Transaction Origination

The Fund Manager will identify real estate investment opportunities for the Fund through its network of business
relationships and joint venture shareholderships. This network comprises of (but is not limited to) affiliated companies, real
estate specialists, brokerage firms, real estate developers, trusted advisors, high net worth individuals, and family offices. All
investment opportunities identified will be closely scrutinized and selected to continue with further steps on the basis of the
Fund’s investment objectives and policies.
-

Initial Review and Fact Sheet Approval

Once a potential investment opportunity has been identified, the Fund Manager will procure an initial review of the potential
investment to understand the risks and value drivers of the deal in determining its suitability and compatibility with the Fund.
The initial review entails an exhaustive analysis of the potential investment’s underlying fundamentals, market conditions
and outlook, regulatory environment, competitive landscape and growth drivers to allow the Fund Manager to have a
business plan formulated and a financial model developed.
Based on a positive outcome of the initial review and the decision to pursue the selected opportunity, the Fund Manager will
have a concept memorandum prepared for approval. The concept memorandum will outline the overall investment thesis
covering the investment rationale and strategy, market analysis, exit strategy, risks and risk mitigation, projected returns,
capital requirements and due diligence budget. This initial fact sheet approval will enable the Fund Manager to further
negotiate with the vendor to secure the deal based on the approved investment parameters.
-

Transaction Negotiation

At this stage, representatives of the Fund Manager will progress negotiations with the seller to agree the principal Terms and
Conditions that define the relevant transaction in accordance with the approved investment parameters. The Terms and
Conditions of the transaction will include commercial elements (such as pricing, payment terms, guarantees, lease
agreements and management agreements) and contractual details (such as covenants, representations and warranties) that
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will form the basis of the transactional agreements.
As and when the Fund Manager and the seller agree to the principal Terms and Conditions of the transaction, both parties
will enter into a binding preliminary agreement that consists of a list of conditions precedent as specified by the Fund
Manager. The consummation of the transaction will be subject to the satisfaction of the conditions precedent through a
comprehensive due diligence process to be undertaken by or on behalf of the Fund Manager during the exclusivity period (if
applicable) pursuant to the preliminary agreement.
The Fund Manager will obtain two independent valuations of any asset proposed to be acquired by the Fund. The purchase
price for any acquisition will not exceed the higher of the two independent valuations.
-

Due Diligence and Final Approval

The Fund Manager will have a comprehensive due diligence process undertaken to verify and validate the critical
elements of the business plan. The due diligence process will involve a detailed evaluation of the potential investment,
supported by the appointment of independent professionals and industry experts, and will typically incorporate (but not
limited to) the following areas:
-

Financial analysis and funding;
Legal and structuring;
Taxation advice;
Market research;
Valuation;
Environmental matters;
Engineering and technical review; and
Regulatory matters and planning.

Following a positive result of the due diligence process whereby the conditions precedent pursuant to the preliminary
agreement have been satisfied, the investment team will have an investment memorandum prepared and submit it for
approval by the Fund Manager. The investment memorandum will provide a full summary of due diligence results, a
recommendation to proceed or not with the transaction, as well as the final steps and capital requirements to complete
the transaction. The final approval will authorize the Fund Manager to consummate the transaction by proceeding to
deal closing.
-

Transaction Closing

In the transaction closing stage, the Fund Manager will consummate the investment by executing all transactional
agreements (e.g. the sales and purchase agreement), implementing the transaction and financial structures, deploying
the required capital from the Fund in accordance to the agreed Terms and Conditions, and drawing down on the debt
finance facility (if applicable).
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-

Asset Management

The purpose of the asset management stage is to achieve added value from all of the investments made by the Fund
during the holding period. The Fund Manager, supported by the relevant property managers and other independent asset
managers (where applicable), will be responsible for ongoing management and risk monitoring of the Fund’s investment
portfolio against the business plan, and developing value-adding strategies to maximize returns to Unitholders. Through
a diligent and intensive investment monitoring program.
-

Investment Exit

The Fund Manager will have potential exit routes identified and evaluated to maximize the divestment value based on
the prevailing market conditions and the predefined exit strategy. The evaluation process takes into consideration the
state of the current real estate market, the investment environment, marketability of the respective asset, maturity of asset
cycle and any opportunistic disposals that will deliver outperformance to the Fund.
Once a divestment opportunity for an asset is identified, divestments of the Fund’s assets may occur at any time during
the Fund Term if the Fund Manager believes that such divestment will optimize the returns for the Fund.
4. Disposal of Investments

The Fund generally intends to hold Investments on a long-term basis. However, the Fund Manager will regularly evaluate
every asset within the portfolio and recommend a strategy for each property, including disposition decisions in the short
to medium term if such is deemed to be in the best interest of the Fund and Unitholders. This will be made after an indepth analysis considering, but not limited to, the following factors:
•

sale price with respect to potential income;

•

the strategic fit of the property with respect to the overall portfolio;

•

the strategic fit of the property with respect to the sector allocation strategy;

•

deterioration in relevant market conditions; and

•

existence of better alternative opportunities.

Prior to any disposal, the Fund Manager will seek valuations of the relevant asset from two independent accredited
valuers and comply with the other requirements of the Real Estate Investment Funds Regulations and the REIT
instructions issued by the CMA, including the requirement that at least 75% of the Fund’s total assets to be invested in
developed real estate properties which generate periodic income.
The Fund Manager will obtain two independent valuations of any asset proposed to be sold or disposed of by the Fund.
The sale price may be for a price lower than the two independent valuations in accordance with the prevailing market
condition.
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5. Ownership Structure

The Fund has appointed the Custodian to take custody of the Fund’s assets. The Fund’s assets will be registered in the
name of an SPV established by the Custodian in order to segregate the Fund’s assets from the assets of the Custodian.
The assets of the initial portfolio are currently subject to a pledge in favor of Riyadh Bank under the financing facility for
SEDCO Private Fund 1, however, the fund will acquire the seven real estate properties of the initial portfolio without any
pledge or restrictions that may limit their disposal. In this regard, Riyadh Bank has confirmed that the title deeds of the
assets will be returned upon completion of all the necessary requirements under the financing documents.
6. Risks of Investing in the Fund

Investment in the Fund involves significant risks and is suitable only for investors who fully understand and are capable
of bearing the risks of such an investment. Prospective investors should carefully evaluate the considerations set out
below, among others, in making their decision. Additional risks and uncertainties not presently known to the Fund
Manager, or that it currently deems immaterial, may also have an adverse impact on the Fund’s prospects and business.
There can be no assurance that the Fund will be able to achieve its investment objective or that investors will receive a
return of their capital.
An investment in the Fund does not entail any guarantee that such investment shall be profitable or that an investor shall
not incur any loss. As such, each prospective investor shall take into account each of the aforementioned risk factors prior
to purchasing units in the Fund. Each investor bears full responsibility for any financial loss resulting from an investment
in the Fund unless such loss is due to fraud, negligence or misconduct of the Fund Manager as per the Real Estate
Investment Funds Regulations.
i. Risk Factors Related to the Fund

No Assurance of Investment Returns: There is no assurance that the Fund will be able to generate returns for its investors
or that the returns will be commensurate with the risks of investing in the Fund and the nature of the transactions
described herein. It is possible that the Units may fall in value or that investors might lose some or all of the capital they
have invested. There can be no assurance that projected or targeted returns for the Fund will be achieved. The figures
and statistics set out in these Terms and Conditions are for illustrative purposes only and do not represent profit forecasts.
Actual returns cannot be predicted and may differ from the illustrative statistics set out in these Terms and Conditions.
Qualification Risk: The Fund may cease to qualify as a real estate investment traded fund under the relevant regulations,
which would have adverse consequences for the Fund and to the basis on which it delivers returns to Unitholders. The
requirements for maintaining the status of a real estate investment traded fund are untested and the governing regulations
are new with no history of interpretation. Furthermore, there may be changes subsequently introduced (including a change
in interpretation) to the requirements for maintaining the status of a real estate investment traded fund. Prospective
investors should note that there is no guarantee that the Fund will, following its approval to become a real estate investment
traded fund, or continue to maintain such status (whether by reason of failure to satisfy regulatory requirements or
otherwise). If the Fund fails to meet any of the regulatory requirements to maintain its status, the CMA may suspend the
trading of Units or cancel the Fund’s listing. The inability to maintain its listing on Tadawul could adversely impact the
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marketability and liquidity of the Units and their value.
Market Liquidity Risk: The Fund intends to apply for admission of the Units to trading on Tadawul. Admission should not
be taken as implying that there will be a liquid market for the Units or that it will develop or, if it does develop, that it will
be maintained indefinitely following admission. If a liquid trading market is not developed or maintained, the liquidity and
trading price of the Units could be adversely affected. In addition, if such a market does not develop, relatively small
transactions or intended transactions in the Units may have a significant negative impact on the price of the Units whilst
transactions or intended transactions related to a significant number of Units may be difficult to execute at a stable price..
Changes in Price Risks: General movement in local and international stock markets and real estate markets, prevailing and
anticipated economic conditions and profit rates, financing costs, investor sentiment and general economic conditions may
all negatively impact the market price of the Units. The market for the Units may fluctuate and a lack of liquidity can have
an adverse effect on the market value for the Units. Accordingly, the purchase of such Units is only suitable for investors
who can bear the risks associated with such investments.
Trading at a Discount Risks: The Units may trade at a discount to the offered price and Unitholders may not retrieve the full
value of their investment. The Units may trade at a discount to the offered price for a variety of reasons, including adverse
market conditions, a deterioration in investors’ perceptions of the merits of the Fund’s investment strategy and investment
policy, an excess of supply over demand in the Units.
Distributions Fluctuation Risks: Although the Fund is required pursuant to the relevant regulations to distribute to
Unitholders at least 90% of its net profits, there can be no assurance as to the level and/or payment of any future
distributions by the Fund. Furthermore, the declaration, payment and amount of any future dividends or distributions by
the Fund over and above the minimum 90% of net profits are subject to the recommendation of the Fund Manager and
will depend upon, among other things, the performance of the Fund, the Fund’s financial position and cash requirements
and the ability of the Fund to comply with the applicable legal requirements for paying distributions.
Substantial Sale of Unit Risks: Subsequent sales by the Unitholders of a substantial number of Units may significantly
reduce the Unit’s share price. Any sales of substantial amounts of Units in the public market, or the perception that such
sales might occur, could materially and adversely affect the market price of the Units.
Reflection of Underlying Value Risks: The market price of the Units may not reflect the value of the underlying investments
of the Fund. Stock exchanges experience extreme price and volume volatility from time to time, and this, in addition to
general economic, political and other conditions, may materially adversely affect the market price for the Units. As a
publicly traded fund, the price at which the Units may be quoted will be influenced by a large number of factors many of
which are outside the Fund’s control, some specific to the Fund and its operations and some which affect investment
property as a whole, or equity markets generally.
Limitations on Raising Funds for Future Acquisitions: Distribution requirements and leverage restrictions under the
regulations governing real estate investment traded funds may limit the Fund’s ability and flexibility to pursue growth
through acquisitions. The Fund is required to distribute to Unitholders at least 90% of its net profits. Furthermore, in order
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to maintain its status as a real estate investment traded fund, the Fund’s leverage must not exceed 50% of the total asset
value of the Fund. As a result, the Fund has limited ability to make improvements to its property or pursue growth through
acquisition of additional properties. In addition, and as part of obtaining financing for the Fund, the Fund Manager may
hedge such financing which although provides additional certainty with respect to any returns to the Fund, it also exposes
the Fund to additional interest rate payments.
Limited Operating History Risk: The Fund has no operating history based on which potential investors may evaluate its
performance or any track record of success. Although the Fund Manager has extensive fund management experience
(including management of the Initial Portfolio), the nature of and the risks associated with the Fund’s future investments
may differ substantially from those investments and strategies undertaken historically by the Fund Manager. Past results
of the Fund Manager are not necessarily indicative of future performance.
Shariah Restrictions: The Fund’s investments must be made in accordance with Shariah principles determined in
accordance with the Shariah Guidelines. These principles apply both to the structure of the investments and, to a certain
extent, to the activities of the Fund and the diversification of its investments. In order to comply with such principles, the
Fund may be forced to divest an Investment, or part of an Investment if the Investment or the investment structure relating
to that Investment violates relevant Shariah principles. Additionally, in complying with Shariah principles, the Fund may
lose investment opportunities if a proposed investment is ultimately determined by Shariah Board not to adhere to Shariah
principles and thus cannot be considered by the Fund. These factors may, under certain circumstances, have an adverse
effect on the financial performance of the Fund or its Investments, as compared to results that might be obtained in the
absence of the Fund’s Shariah investment principles.
Conflict of Interest risk: The Fund Manager engages in a range of activities that include financial investments and advisory
services. There may be cases where the interests of the Fund Manager conflict with the interests of the fund. Any conflict of
interest limits the Fund Manager’s ability to perform his duties objectively, which may negatively affect the fund’s
investments, returns and dividends.
Availability of Appropriate Investments: There can be no assurance that the Fund Manager will be able to identify
investments following the acquisition of the Initial Portfolio that meet the Fund’s investment objectives, particularly in the
current market environment. The business of identifying and structuring investments suitable for the Fund is highly
competitive and involves a high degree of uncertainty. The Fund Manager’s inability to identify suitable investments may
adversely affect the ability of the Fund to produce the desired returns.
Unspecified Use of Proceeds: Except for the Initial Portfolio, the Investments of the Fund which are intended to be made
after the Listing Date have not been selected by the Fund Manager as of the date of these Terms and Conditions’ completion
and investors in the Fund will not have an opportunity to evaluate for themselves the relevant economic, financial and
other information regarding Investments.
Changes in Market Conditions: The future performance of the Fund would largely depend on changes in the supply and
demand conditions of the real estate sectors, which may be affected by regional and local economic and political
conditions, increased competition thereby a decline in the value of real estate, potential limited availability of mortgage
Page 56 of 96

funds or an increase in mortgage rates, and fluctuations of supply and demand.
Non-Participation in Management: Except as mentioned in these Terms and Conditions, investors will have no right or
power to participate in the management of the Fund or to influence any of the Fund’s investment decisions. All
management responsibilities will be entrusted to the Fund Manager.
Dependence on Key Personnel: The Fund’s successful development will principally depend on the success of its
management team. The loss of the services of any of the members of its management team, in general (whether such loss
is through resignation or otherwise), or the inability to attract and retain additional personnel, could materially affect the
Fund’s business and prospects.
ii. Risk Factors Related to the Fund’s Assets
Acquisition of Initial Portfolio: The Fund entered into the Purchase Agreement with SEDCO Private Fund I to acquire the
Initial Portfolio on the Listing Date. If either party fails to perform under the Purchase Agreement or if Riyad Bank, which
currently has a lien over the properties in the Initial Portfolio, refuses to release the encumbrances over the properties, the
acquisition may not occur on the Listing Date or at all. In such case, the Fund would need to identify and complete
acquisitions of other assets before it could start producing dividends to Unitholders. While the Fund Manager expects the
Fund would still provide the target returns to investors over the long term, in the immediate future, returns to investors
would be reduced.
General Real Estate Risks: The Investments will be subject to the risks inherent in the ownership, leasing, operation
development and/or re-development of real estate. These risks include but are not limited to, those associated with general
and local economic climate, local real estate conditions, changes in supply of or demand for competing properties in an
area (as a result, for instance of overbuilding), energy and supply shortages, various uninsured or uninsurable risks, natural
disasters, government regulations (such as rent control), changes in real property taxes, changes in return rates and the
availability of mortgage funds which may render the sale or refinancing of properties difficult or impracticable,
environmental liabilities, contingent liabilities on disposition of assets, terrorist attacks and war and other factors which are
beyond the control of the Fund Manager. There is no assurance that there will be a ready market for the resale of the
Investments because the Investments will generally not be liquid. Illiquidity may result from the absence of an established
market for the Investments as well as legal contractual restrictions on their resale (including any restrictions placed on
disposals by the financiers which have financed the acquisition of the relevant Investments).
In addition, adverse changes in the operation of any property, or the financial condition of any tenant, could have an
adverse effect on the rent payments ultimately received by the Fund and, accordingly, on the Fund’s ability to make
distributions to investors. A tenant may experience, from time to time, a downturn in its business which may weaken its
financial condition and result in its failure to make rental payments when due. At any time, a tenant may seek the protection
of applicable bankruptcy or insolvency laws, which could result in the rejection and termination of such tenant’s lease or
other adverse consequences and thereby cause a reduction in the distributable cash flow of the Fund. No assurance can
be given that tenants will not file for bankruptcy protection in the future or, if they do, that their leases will continue in
effect.
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Concentration by Real Estate Sector: The Fund may invest in assets which are concentrated in one particular sector such as
the commercial, office and/or warehousing real estate sectors. If the Fund concentrates its investments in one or more
sectors this may expose the Fund to the risk of economic downturns to a greater extent than if the Fund’s portfolio also
included assets across one or more other sectors. As a result, such downturns could have a material adverse effect on the
Fund’s financial condition, results of operations, cash flow, and ability to make distributions to the investors.
Commercial Real Estate Market Risks: The Fund may acquire only commercial real estate properties, and if the Fund was
dependent on the income streams derived from them, the Fund may become exposed to any downturn in such markets.
The commercial real estate market is cyclical in nature and is affected by the condition of the economy as a whole.
Deteriorating economic conditions adversely affect the value and liquidity of commercial real estate properties. In addition,
negative economic conditions have also had, and may continue to have, a material adverse effect on the level, and effective
collection, of rental revenues and the ability of tenants to make payments which may ultimately flow to the Fund.
Commercial real estate properties have, until recently, been adversely impacted by the global economic slowdown and the
after-effects of the banking crisis, with real estate values, including the value of commercial real estate, demonstrating
substantial declines (albeit with significant recovery occurring recently). The value of real estate may drop further, and
those reductions could be substantial. Declines in the performance of the commercial real estate markets could have a
negative impact on rental levels, revenues and vacancy rates, which could as a result have a material adverse effect on the
Fund’s business and financial condition.
Risks of Dependence on Rental Income: The Fund may acquire Investments based on values derived from the income to
be received from the tenants of the Investments. There can be no assurance that vacant spaces will be leased, expiring
leases will be renewed or there will be rent increases over time. If a tenant experiences a downturn in its business or other
type of financial distress, then it may be unable to make timely rental payments or renew its lease. Certain tenants may
occupy significant portions of the relevant Investments and, accordingly, for so long as the Fund’s Investments are
concentrated in those assets its financial condition, results of operations, cash flow, and its ability to make distributions to
the investors could be materially affected by any adverse conditions impacting those key tenants.
Availability of Appropriate Investments Risk: Some, but not all, of the investments of the Fund have been selected by the
Fund Manager as of the date hereof, and investors in the Fund will not have an opportunity to evaluate for themselves the
relevant economic, financial and other information regarding future investments. There can be no assurance that the Fund
Manager will be able to identify future investments that meet the Fund’s investment objectives, particularly in the current
market environment. The business of identifying and structuring investments suitable for the Fund is highly competitive
and involves a high degree of uncertainty. The Fund’s inability to identify suitable investments may adversely affect the
ability of the Fund to produce the desired returns, hence reducing the dividends available to investors and/or the net asset
value of the Fund.
Underlying Asset Liquidity Risks: As an asset class, real estate properties are relatively illiquid and, as such, it may be difficult
or impossible for the Fund to realize a property for a particular price at any particular time. The Fund’s portfolio consists of
real estate properties. It may be difficult for the Fund to sell its real estate properties (particularly at times of market
downturn and specifically those assets that are categorized as larger real estate properties), and the price achieved on any
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such realization may be at a significant discount, especially if the Fund is forced to dispose of any of its assets in a short
period of time. This may reduce the value of the Units and adversely impact the performance of the Fund.
Development Risks: While the Fund’s portfolio will not consist of a large portion of development projects, the development
of real estate projects in Saudi Arabia presents several specific risks. The risks in building and successfully marketing a new
development include, but are not limited to: (i) delays in timely completion of works; (ii) cost overruns; (iii) inability to
generate lease agreements to forecast levels; and (iv) force majeure resulting from factors beyond the Fund’s control and
which are specific to the construction industry (including adverse weather and environmental conditions and lack of
building material in the market) which would hinder the completion of the development projects. New project
commencement also carries other risks such as the receipt of zoning, occupancy and other required governmental
approvals and permits and development costs in connection with projects that are not pursued to completion. The
successful completion of such projects will have a direct and significant impact on the value of the Units and any failure to
complete a project could reduce dividends and the net asset value of the Fund.
Leverage Risk: The assets of the Fund may be leveraged, which may adversely affect the income earned by the Fund or may
result in a loss of principal. Increases and decreases in the value of the Fund’s portfolio will be magnified when the Fund
uses leverage. For example, leverage may cause greater swings in the Fund’s net asset value or cause the Fund to lose more
than it has invested. The use of leverage creates an opportunity for increased returns, but at the same time involves a higher
degree of risk and may increase the exposure of the Fund and its investments to factors such as rising costs of leverage and
downturns in the economy. Moreover, the assets of the Fund may be pledged to a lender for the sole benefit of the Fund
and such lender may claim the assets upon an event of default (as specified in the financing documents) by the SPV, the
Fund Manager or the Fund.
Actions by Competitors Risk: The Fund competes with other owners, operators and developers of real estate in Saudi
Arabia, some of which may own properties similar to Fund’s properties in the same submarkets. If the Fund’s competitors
lease commercial and/or residential space similar to the Fund’s properties or sell assets similar to the Fund’s properties at
valuations below the Fund’s valuations for comparable assets, the Fund may be unable to lease its commercial and
residential space at favourable pricing or on favourable terms or at all. As a result, the Fund may incur additional costs and
expenses for the purposes of maintaining the properties and also be exposed to loss of potential income due to underlying
properties being vacant. As such, the projected income to Unitholders may be adversely affected.
Risks of Certain Dispositions: In connection with the disposition of Investments, the Fund may be required to make
representations about the business and financial affairs of the Investment typical of those made in connection with the sale
of any real estate property, and may be required to indemnify the purchasers of the Investments to the extent that any such
representations are inaccurate. These arrangements may result in contingent liabilities, which might reduce the returns to
Unitholders or ultimately have to be funded by the Fund. In addition, the governing documents of the Fund provide that
the Fund will indemnify the Fund Manager, its affiliates, including their officers, directors, shareholders, employees,
shareholders, members and other agents, for certain claims, losses, damages and expenses arising out of their activities on
behalf of the Fund. Such indemnification obligations could materially impact the returns to investors.
Potential Inability to Complete Divestitures on Advantageous Terms Risk: The Fund will divest itself of its properties and
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other assets when the Fund Manager believes it is the appropriate time to sell. The Fund’s ability to dispose of properties
on advantageous terms depends on factors beyond its control, including competition from other sellers and potentially the
availability of attractive financing for potential buyers. If the Fund is unable to dispose of its assets on favourable terms or
on the timing the Fund Manager would otherwise dispose of the assets, then its financial condition, results of operations,
cash flow and ability to make distributions to the investors could be adversely affected.
Counterparty Default and Credit Risks: The Fund will be exposed to a credit risk of parties with whom it conducts business
and may also bear risk of settlement default. The Fund will, in certain circumstances, be fully subject to the default of a
counterparty, including the landowners, lending banks, property managers and/or contractors. Default by a counterparty
by failing to pay any contractual dues to the Fund could reduce the income of the Fund and ultimately affect the returns to
Unitholders.
Risk of Inability of Tenants to Meet Lease Obligations: The Fund’s results would be adversely affected if a significant number
of the Fund’s tenants were unable to meet their lease obligations. If a tenant seeks the protection of bankruptcy, insolvency
or similar laws, such tenant’s lease may be terminated in the process and result in a reduction of cash flow to the Fund. In
the event of a significant number of lease defaults and/or tenant bankruptcies, the Fund’s cash flow and ability to make
distributions to the investors would be adversely affected.
Risk of Possible Inability to Renew Leases or Re-let Space as Leases Expire: The Fund will derive most of its income from
rent received from the tenants of the properties. Accordingly, the Fund’s financial condition, results of operations, cash
flow and its ability to make distributions to the investors could be adversely affected if it is unable to promptly re-let or
renew expiring leases, or if the rental rates upon renewal or re-letting are significantly lower than expected. Upon the
expiry of any lease, there can be no assurance that the lease will be renewed or the tenant replaced. The terms of any
subsequent lease may be less favourable to the Fund than the existing lease. In the event of default by a tenant, delays or
limitations in enforcing rights as lessor may be experienced and substantial costs in protecting the Funds investment may
be incurred. Further, the Fund’s ability to rent space and the rents that it can charge are impacted, not only by tenant
demand, but by the number of other properties it has to compete with to appeal to tenants.
Risk of Uninsured Losses: The Fund will carry commercial liability, property and other types of insurance covering all the
property that it owns and manages in types and amounts that it believes are adequate and appropriate given the relative
risks applicable to the property, the cost of coverage and industry practice. Certain losses, such as those due to terrorism,
windstorms, floods or seismic activity, may be insured subject to certain limitations, including large deductibles or copayments and policy limits. The Fund may incur material losses in excess of insurance proceeds and may not be able to
continue to obtain insurance at commercially reasonable rates. If the Fund experiences a loss that is uninsured or that
exceeds its insured limits with respect to one or more of the properties, then it could lose the capital invested in the damaged
properties, as well as the anticipated future revenue from those properties. Any such losses could adversely affect its
financial condition, results of operations, cash flow and ability to make distributions to the investors.
Risk of Property Valuations: In addition to the valuations carried out by two independent valuators, the Fund Manager may
use internal valuations in several contexts in relation to the Fund. The valuations performed by the Fund Manager will only
be an estimate of the value of a property and are not a precise measure of the value that may be obtained in connection
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with a sale of that property which is based on negotiations between a willing buyer and seller. Ultimate realization of the
market value of a property depends to a great extent on economic and other conditions beyond the control of the Fund
and the Fund Manager, including, without limitation, general market conditions. Further, valuations do not necessarily
represent the price at which a property could be sold given that market prices of the Fund’s properties can only be
determined by negotiation between a willing buyer and seller. If the Fund were to liquidate its assets, the realized value
may be more than or less than the estimated valuation of such assets. In periods of economic volatility in which there is a
perceived greater uncertainty as to value estimates and fewer comparable transactions against which to measure value, the
difference between the concluded value for a real estate asset and the ultimate market value for that asset may increase.
Further, relative uncertainty as to cash flows in a distressed market can adversely affect the reliability of property value
estimates and the negotiations between a buyer and seller and hence final returns to Unitholders.
Non-Saudi Investments; Exchange Rate Risk: The Fund may invest a portion of its assets outside of Saudi Arabia. NonSaudi Arabian investments may involve certain factors not typically associated with investing in Saudi Arabia, including
risks relating to (i) currency exchange matters; (ii) differences between the Saudi Arabian and non-Saudi Arabian real estate
markets; (iii) the absence of uniform accounting, auditing and financial reporting standards, practices and disclosure
requirements, and different levels of government supervision and regulation; (iv) certain economic and political risks; and
(v) the possible imposition of non-Saudi Arabian taxes on income and gains recognized with respect to such assets. Such
factors may adversely affect the value of the Fund’s non-Saudi Arabian investments and hence the overall value of the
Units.
iii. Other Risk Factors

Legal Status Risk: The Fund is a contractual arrangement between the Unitholders and the Fund Manager. Such contractual
arrangement is governed and supervised by the CMA. The Fund does not have its own legal personality as such and the
extent to which a Saudi government agency or a Saudi court would uphold such distinction between the legal status of the
Fund and that of the Fund Manager is unclear and to our best knowledge untested.
Legal, Tax and Regulatory Risks: The information in these Terms and Conditions is based on existing published legislation.
Legal, tax, zakat and regulatory change in the investment environment in the Kingdom, or otherwise, may occur during the
Fund Term which could have an adverse effect on the Fund or the Investments. The Fund may have limited legal recourse
in the event of a dispute, and remedies might have to be pursued in the courts of the Kingdom. Enforcement of leases and
other contracts through the judicial system in the Kingdom is a difficult and lengthy process, and outcomes are
unpredictable. Additionally, governmental departments and agencies in the Kingdom, such as the Notary Public, exercise
a great deal of discretion with regards to the application of existing legislation. Any changes to existing legislation or failure
by governmental departments to apply such legislation may adversely affect the Fund. While investors in CMA regulatedfunds in the Kingdom are not currently taxed, the local tax authorities maintain the rights to assess zakat tax on each
Unitholder.
Income Tax Risks: An investment in the Fund involves varying tax risks, some of which apply to an investment in the Fund
itself and others that apply to particular facts and circumstances that may or may not be relevant to a particular Investor.
The incurrence of any such tax by the Fund would reduce the amount of cash available for the Fund’s operations as well as
potential distributions to Investors. Taxes incurred by Investors would necessarily reduce the returns associated with an
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investment in the Fund. Prospective investors should consult their own tax advisors regarding the tax implications of
investing, holding and disposing of Units.
Value-Added Tax (VAT) Risks: As of the date of these Terms and Conditions, investment in the fund is not subject to income
tax, withholding tax, capital gains tax, or any other related tax, except that VAT will be applied in Saudi Arabia by January
2018. Under the recently issued VAT executive regulations in the Kingdom, it is not expected that investment in the fund
will be subject to VAT, but investors should seek advice regarding the impact of VAT in relation to their investment in the
fund.
It is expected that the Fund Manager will be subject to VAT in relation to its own activities and businesses, and accordingly
the payments due to the Fund Manager will be adjusted to take into account the value-added tax. Thus, it is not clear what
the impact of VAT will be on the fund and the return to Unitholders.
Government and Municipality Approvals Risk: The Fund may fail to achieve its investment objective in case any applicable
municipal approval or consent is denied or not granted on acceptable terms. In such case, the Fund may not be able to
complete an investment or may not be able to complete the development of a real estate project.
Saudization Risk: The Saudi Arabian government may require the employment of a high percentage of citizens of the
Kingdom in the development of the Kingdom’s real estate sector (Saudization). It is unclear at this point to what extent the
Fund and its investments will be required to implement Saudization polices. Saudization may require the hiring of
additional employees or additional training and other costs which would entail higher operating costs than originally
anticipated, which would be deducted from the Fund’s net income and hence reduce the net profits available for
distribution to Unitholders.
Third Party Litigation: The Fund may become involved in litigation by third parties. The expense of defending against
claims by third parties and paying any amounts pursuant to settlements or judgments would reduce the Fund’s assets and
cash available for distribution to Unitholders. The Fund Manager and others are entitled to indemnification by the Fund in
connection with such litigation, subject to certain limitations.
Absence of Recourse; Indemnification: These Terms and Conditions limit the circumstances under which the Fund
Manager, the Advisors and their respective affiliates, including their officers, directors, shareholders, employees,
shareholders, members and other agents, can be held liable to the Fund. As a result, investors may have a more limited
right of action in certain cases than they would have in the absence of such a limitation. In addition, the Terms & Conditions
provide that the Fund will indemnify the Fund Manager and the Advisors for certain claims, losses, damages and expenses
arising out of their activities on behalf of the Fund. Such indemnification obligations could materially impact the returns
to Investors.
Sovereign and Political Risks: The value of the Fund and its investments may be negatively affected by political or
diplomatic developments, social instability, changes in government policies and other political and economic
developments.
Distributions in Kind: Subject to compliance with regulatory requirements, the Fund may make in-kind distributions of
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real estate or shares in other companies in the context of winding up the Fund. In the event of in-kind distribution,
Unitholders may receive shares in an asset or a company that are potentially illiquid, therefore converting it to cash could
be more difficult.
Forward Looking Statements: These Terms and Conditions may contain forward-looking statements relating to future
events or the future performance of the Fund. In some cases, forward-looking statements can be identified by terminology
such as “anticipate,” “believe,” “continue,” “estimate,” “expect,” “intend,” “may,” “plans,” “projects,” “should,” “will,” the
negative of such terms or other comparable terminology. These statements are only predictions. Actual events or results
may differ materially. In evaluating these statements, investors should specifically consider various factors, including the
risks outlined in this Clause 2(g). These factors may cause actual events or results to differ materially from any forwardlooking statement. The Fund Manager is under no duty to update any of the forward-looking statements after the date of
these Terms and Conditions to conform such statements to actual results or to changes in expectations.
The foregoing does not purport to be a complete or exhaustive explanation and summary of all the risk factors involved in
an investment in Units in the Fund. It is strongly recommended that all potential investors seek independent advice from
their own professional advisors.
5. Subscription
1- Public Offering

The fund offers 60,000,000 (sixty million) units at a subscription price of SAR 10 to raise a capital not exceeding SAR
600,000,000. The units will be offered through a public offering in accordance with the real estate investment traded
funds instructions and the Real Estate Investment Funds Regulations, during the offering period that starts from
January 24, 2018 until February 6, 2018 (the closing date). This period is referred to as the “offering period”, As shown
in the timeline in the Initial Portfolio Acquisition section in the Terms and Conditions. During the offering period,
each unit will have a subscription price of SAR 10 for the unit. Subscription in the fund is through cash contributions
collected through public offering, totalling SAR 600,000,000 (six hundred million Saudi riyals), which represents
100% of the total capital of the fund after the offering. Subscriptions for each investor in the fund are subject to a
maximum amount equivalent to SAR 100,000,000 (one hundred million Saudi riyals).
Investors have to subscribe to the units during the offering period by completing a subscription form in the form
contained in Appendix (D) of these Terms and Conditions and contributing with the subscription amount. The
subscription form will also be available on the receiving banks website, which are the National Commercial Bank
www.alahlionline.com, Al-Rajhi Bank Group www.alrajhibank.com, Samba Financial Group www.samba.com. The
potential investor must be a customer of the receiving banks to be able to subscribe in the fund. Each potential
investor must (a) submit the subscription form, in addition to any other documents required under the subscription
application form, and (b) pay the full subscription amount in the units he is applying to in addition to the subscription
fee. The amount is net of any deductions, expenses, bank fees, bank transfers, and currency change fees (which the
investor is responsible for).
By submitting the completed and signed subscription application form, the investor has made a binding and ultimate
offer to subscribe to the fund and has expressed his agreement to these Terms and Conditions. All subscription
requests are subject to assignment in accordance with the clause (“allocation”). Please also refer to details in
Appendix (C) the subscription method and the requirements of each client.
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In the case that the targeted capital is not covered by the contributions to start the fund’s operations during the offering
period, which amount to SAR 600,000,000 (six hundred million Saudi riyals), the Fund Manager may extend the
offering period for a similar period as necessary to cover the target capital, after obtaining on the approval of the Capital
Market Authority.
2. Cancellation and Refund

It is permissible to cancel the offering and refund all subscription amounts received to the investors in the following
cases (unless the CMA decides otherwise):
- Inability to collect the target capital of SAR 600,000,000 (six hundred million Saudi riyals) after closing or extending
the offering period after obtaining the approval of the Capital Market Authority, or
- If the number of Unitholders from the public is less than 50 (fifty), or
- If less than 30% of the units are subscribed to by the public, or
- If the Capital Market Authority does not approve the listing of units for any reason;
- The inability to transfer ownership of the assets that make up the initial portfolio in favour of the fund;
In case the offering is cancelled, all subscription amounts and subscription fees received will be refunded within 5
working days from the date of cancellation without deduction from the investors any commissions, fines or any other
amounts from the subscription amounts.
3. Allocation

The placement agent informs each investor within five working days of the closing date of the offering period to accept
or reject the subscription application. In the event that the subscription is accepted, confirmations are sent to the
Unitholders that include the approved subscription amount and refund the surplus if found to the investor’s current
account (not deducted from any bank fees, bank transfers, or currency exchange fees incurred) within five working days
from the date of allocating the units. In the event that the subscription amount is declined, the subscription amount and
the related subscription fees will be refunded to the investor's current account (not deducted from any bank fees, bank
transfers or currency exchange fees incurred) and shown in the subscription form.
Units will be allocated after the closing date according to the following:
(a) If the total amount of subscriptions from all investors is less than SAR 600,000,000 (six hundred million Saudi riyals),
all subscription amounts will be returned to the investors (without any deduction) within 5 working days from the closing
date.
(b) If the total amount of contributions from all investors is equal to SAR 600,000,000 (six hundred million Saudi riyals),
then the full amount is accepted and the units are allocated for the full amount of the subscriptions.
(c) If the total amount of subscriptions from all investors exceed SAR 600,000,000 (six hundred million Saudi riyals), the
total units of the offering will be allocated and the remaining amount will be allocated as follows:
- In the event that the number of applicants to subscribe in the fund is less than or equal to 1,200,000 investors
(one million two hundred thousand investors), 50 units will be allocated to each investor and any additional units
will be allocated on a pro-rata basis from the value of the subscription.
- In the event that the number of applicants to participate in the fund exceeds 1,200,000 investors (one million and
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two hundred thousand investors), the units will be allocated equally and the Fund Manager would not guarantee
the minimum subscription.
4. Eligible Investors
Subscription for Units is made available to: (a) Saudi nationals; (b) non-Saudi nationals residing in Saudi Arabia; (c)
corporations, companies, investment funds and other legal entities established in Saudi Arabia.
The Fund Manager shall take all necessary measures to ensure that the following criteria are met at all times:
a) The Fund to have a minimum of 50 unitholders; and
b) At least 30% of the Unitholders are public unitholders.
The Fund Manager is deemed to be authorized to carry out all steps necessary to ensure compliance with (a) and (b) above, so
long as they are required by the CMA.
5. Minimum Subscription
During the offering period, investors must subscribe for at least 50 Units at a subscription price of SAR 10 (Ten Saudi riyal) per
unit for a minimum total subscription amount of SAR 500 (Five Hundred Saudi Riyals).
6. Maximum Subscription
During the offering period, investors are required to subscribe to 10,000,000 units with a maximum subscription price of SAR
10 (Ten Saudi Riyals) per unit and with a total subscription amount not exceeding SAR 100,000,000 (Hundred Million Saudi
Riyals).
7. Registration and Listing
It is intended that the Units shall be registered and listed on Tadawul within 60 business days from the Closing Date, provided
that:
a) To collect a total of SAR 600,000,000 (six hundred million Saudi riyals) from cash subscriptions; and
b) The number of Unitholders from the public shall not be less than 50 investors, holding at least 30% of the total fund units;
c) To fulfill any other regulatory requirements determined by the CMA for this purpose.
8. Capital Increase
If the Fund Manager determines that the Fund requires additional equity funding in the future, the Fund may increase its capital
through cash contributions pursuant to tradable rights offerings as applicable in the case of listed companies, in accordance
with the applicable requirements of the real estate investment traded funds according to what serves the interests of the
Unitholders.
Fees, Charges and Commissions
1.

Fees

Subscription Fees
Investors in the Fund shall pay a one-time subscription fee of 2.0% (the “subscription fee”) of the subscription amount, payable
upon purchasing units during the offering period only. The subscription fee in addition to the subscription amount shall be paid
upon subscription in Units . For the avoidance of doubt, subscription fees are calculated for the units actually allocated.
Page 65 of 96

Management Fee
The fund pays to the Fund Manager an annual management fee during the term of the fund in the amount of 1% of the net asset
value, in return for managing the fund’s assets and paying all the expenses of the fund. The fund bears the management fees,
and they are calculated and paid in advance on a semi-annual basis, starting from the closing date. The first payment of
management fees is made on a pro-rata basis, taking into account the days that have passed in the calendar year. In the event
that the fund does not have sufficient liquidity available to pay the management fees on time, payment of fees will be postponed
until sufficient liquidity is available in the fund.
Performance Fee
The Fund Manager have the right to the following performance fees:
- In the event that the fund distributes cash dividends exceeding 7% as net annual distributions on the par value of one unit, the
Fund Manager is entitled to incentive fees of 20% of any amount in excess of 7%, which is paid annually. Performance fees are
calculated and are due on December 31 from each calendar year. For example, with regard to performance fees that are
deducted from dividends. It is indicated that if the fund’s return is 8% on the par value of one unit, the Fund Manager is entitled
to a performance fee of 0.2% and the 7.8% will be distributed to the Unitholders. As for the fund's return of 7%, the Fund
Manager is not entitled to any performance fees, as the return does not exceed 7%.
- The Fund Manager is also entitled to 10% of the capital profits realized from real estate including transaction costs for example:
(brokerage fees and acquisition fees, and when selling the fund's real estate) on the date of selling any of the fund's assets.
If the fund does not have sufficient liquidity available to pay the performance fees to the Fund Manager, payment of the
performance fees shall be delayed until sufficient liquidity is available in the fund.

Custody Fees
The fund pays the custodian a one-time fee of SAR 30,000 (thirty thousand Saudi riyals) as incorporation fees. After that, the
custodian is entitled to an annual fee of 0.04% of the net asset value, of no less than SAR 200,000, to be paid semi-annually.
The custodian is entitled to the above fees according to what was negotiated between the Fund Manager and the custodian in
return for the services provided by him to retain ownership of the fund’s assets, including establishing the special purpose
company and carrying out all procedures to complete its registration in order to be able to retain ownership of the fund’s assets.
Acquisition Fee
The fund pays the Fund Manager a fee of 0.75% of the purchase or sale price of every real estate asset acquired or sold by the
fund for its efforts to complete the sale and purchase of the property of the fund. For the avoidance of doubt, these fees are due
regardless of any increase in the return of the fund and are not applicable for the transfer of ownership of the initial portfolio.
Brokerage Fees
The fund pays the real estate broker a fee of up to 2.50% of the acquisition value of each investment which is negotiated
according to the market prices. For the avoidance of doubt, the Fund Manager (and / or related parties) is entitled to receive a
percentage of the fees. These fees are not applicable on the initial investment portfolio. In the event that any conflict of interest
arises as a result of the payment of the brokerage fees to any related party, all the details related to the acquisition and the
conflict of interest will be disclosed as mentioned in the clause “Conflict of Interest”.
Financing Arrangement Fees
The fund pays the Fund Manager a fee of 1.25% of each amount obtained as financing for the fund or any special purpose
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company during the term of the fund (without any fees or profit margins), in return for his efforts in structuring and providing
financing to the fund. These fees are payable upon completion of any financing deals. They include the arrangement fees owed
to the bank, valuation fees, legal fees, and feasibility study fees related to the financing.
Administrator Fee
The fund pays the administrator an annual fee of 0.05% annually of the fund's net asset value, to be paid semi-annually. These
fees are due to the administrator for all administrative work, for example calculating the net asset value of the fund periodically
and the activities relating to the operations of the fund on a daily basis, including the accounting and bookkeeping.
Auditor Fees
The fund pays the auditor an annual fee of SAR 85,000 (eighty-five thousand Saudi riyals) which may change from time to time
according to the prevailing market prices and are disclosed in accordance with the requirements and regulations of the Capital
Market Authority.
Property Management Fee
Property management fees are due to multi-tenant real estate properties, and any property management fees paid from the
fund to any property manager appointed by the Fund Manager are negotiated according to the market prices. Any property
management fees that the Fund Manager or any of its affiliates receives must be disclosed to the fund’s board. For the avoidance
of doubt, property management fees do not include operating expenses. Such fees are calculated as a fixed contractual
percentage of the total rental proceeds. Therefore, it is not a fixed amount, but an estimated amount that changes with the
change in the total value of the rent. Whereas, any property management fees paid from the fund to any property manager
appointed by the Fund Manager are negotiated in accordance with market practices, but it does not exceed 7% of the rental
income of the related property.

Property Name

Property Management

Fees

Al-Jazeera Residential
Compound

Al-Mahmal Facilities
Services Company *

5% of rent collected

Al-Rawdah Business Centre

Saqifat Al Safa Real
Estate Development and
Marketing Ltd.

3.5% of rent collected
5% of the first year rent in case he leases the vacant spaces
Performance fee of 1.5% of the total rental value for the first
year in the event that the property manager is able to
increase the rental value upon renewing a lease contract
3.5% of rent collected

Al-Khaldiyah Business
Centre

Saqifat Al Safa Real
Estate Development and
Marketing Ltd.

5% of the first year rent in case he leases the vacant spaces
Performance fee of 1.5% of the total rental value for the first
year in the event that the property manager is able to
increase the rental value upon renewing a lease contract
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* It is mentioned that an indirect shareholder of the Fund Manager is a controlling and direct shareholder in Al-Mahmal

Facilities Services Company.
Investment Structuring Fees
In case that the fund carries out real estate development activities, the Fund Manager is entitled to a fee of 1.5% of the
development value only and does not include the value of the land in every real estate development project in exchange for
arranging the real estate transaction, finding the right property and suitable tenants and the supervision of the development
process. For the avoidance of doubt, these fees do not apply to structurally developed properties. In the event that a real estate
development opportunity arises, the investment structuring fees are disclosed to unitholders.
Developer Fees
The developer fees to be negotiated in accordance with recognized market prices in the event that the fund carries out real estate
development activities. For the avoidance of doubt, these fees do not apply to structurally developed properties. In the event
that a real estate development investment opportunity arises, the developer fees are disclosed to the unitholders.
The Fund Board of Directors Fees
The fund pays to the independent fund board members an amount of SAR 30,000 (thirty thousand Saudi riyals) annually for
each member, and the fund board fees will not exceed SAR 60,000 (sixty thousand Saudi riyals) annually. For the avoidance of
doubt, the fund will not pay any fees to the non-independent members.
Regulatory Fees
The fund pays regulatory fees of SAR 7,500 Saudi riyals (seven thousand five hundred Saudi riyals) annually, which are
calculated cumulatively on each calendar day and paid on an annual basis.
Publication Fees
The fund pays publication fees of SAR 5,000 (five thousand Saudi riyals) annually, which are calculated cumulatively on each
calendar day and paid upon claim.
Shariah Advisor Fees
The fund pays Shariah advisory fee, which is a lump sum amounting to SAR 30,000 (thirty thousand Saudi riyals) annually, as
agreed upon between the Fund Manager and the Shariah advisor. The aforementioned fees are to be paid in equal instalments
on a quarterly basis. Fees are paid to the Shariah advisor, who is responsible for paying the amounts to the Shariah Supervisory
Board and any other authority in relation to any matters related to the provisions of Shariah.
Depository Centre Fees (fees for establishing Unitholder’s register)
The fund pays the following fees to register in the depository center at the Saudi Stock Exchange (Tadawul):
- SAR 50,000 (fifty thousand Saudi riyals) in addition to SAR 2 (two Saudi riyals) for each unitholder, with a maximum of SAR
500,000 (five hundred thousand Saudi riyals) paid to the Stock Exchange in exchange for creating a register for the unitholders.
- SAR 400,000 (four hundred thousand Saudi riyals) annually in order to manage the register of unitholders, and it may change
based on the value of the fund’s total capital.
The aforementioned fees are subject to change as determined by Tadawul.
Listing Fees
The following listing fees are to be paid from the fund:
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- Initial Listing Fees: SAR 50,000 (Fifty Thousand Saudi riyals).
- Listing fees: 0.03% of the fund's market value annually, with a minimum of SAR 50,000 (fifty thousand Saudi riyals) and a
maximum of SAR 300,000 (three hundred thousand Saudi riyals).
The aforementioned fees are subject to change as determined by Tadawul.
Other Expenses
The fund may entail direct or indirect fees including operating costs, service costs insurance fees on the property acquired by
the fund, lawyers’ fees, and Zakat (if applied to real estate investment traded funds, and this does not include zakat for
Unitholders) and municipal fees, Government fees, appraisal fees, engineering consultant fees, surveyors fees, architects and
interior designers fees. In all cases, only the actual fees and expenses related to the fund and its projects will be deducted after
obtaining the approval of the fund's board of directors. It is expected that such expenses will not exceed 1% of the total assets
value of the fund annually, according to the last audited financial statements.
TAX & Zakat
The Fund Manager holds no responsibility with regards to Zakat or tax calculation or payments.

The following table outlines the fees associated with funds:

Fee Type
Subscription Fees

Management Fees

Performance Fees

Custody Fees

Percentage \ Amount
2.0%

1.0%

Calculation Method

Frequency

From the subscription amount

One time when subscribed to the
fund

From the net asset value of the fund as it
is evaluated according the most recent paid in advance semi-annually.
audited financial statements.

20% of any amount In case that the fund distributes cash
exceeding the 7% return as dividends exceeding 7% as net annual
net annual distributions on distributions on the par value of one unit
the par value of one unit

Paid annually, performance fees
are calculated and are due on
December 31 of each calendar
year.

10% of the value of the Capital gains from real estate sales When selling the property
capital gains made from the (including transaction costs for example
sale of the real estate
brokerage fees, acquisition and sale fees
when selling the fund's real estate)
SAR
30,000
(thirty
thousand Saudi riyals) oneLump-sum
time fee upon the closing
date of the offering period
From the net asset value of the fund
as incorporation fees
according to the latest financial
The custodian is entitled to
statements
an annual fee of 0.04%, of
no less than SAR 200,000
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Paid once during fund inception
It is calculated at the end of each
year on the basis of the fund's net
asset value according to the most
recent
audited
financial
statements

(two hundred thousand
Saudi riyals).
Acquisition Fees
(Not applicable to
the
initial
portfolio)

0.75%

Payable when buying or selling
any real estate that is acquired or
From the price of buying or selling each sold by the fund
real estate asset

Brokerage Fees
(Not applicable to
Up to 2.5%
the
initial
portfolio)
Financing
Arrangement Fees
Administrator Fee

The value of the property's purchase
It is payable upon vacating
price

1.25%

from the financing amount

0.05%

The fund's net asset value according to Paid in advance semi-annually
the latest financial statements

Auditor Fees

SAR 85,000 (eighty-five
thousand Saudi riyals),
which may change from
time to time according to
Lump-sum
the market prices, and the
disclosure
is
made
according
to
CMA
requirements .

Property
Management Fees

Not exceeding 7%

Investment
Structuring Fees

Developer fees

Paid in advance as soon as the
financing deals are completed

1.5%

From the real estate rental income

Annually

Payable when services are
provided

From the development value only and Paid in advance when the fund
does not include the land value of any invests in a development project
real estate development project

To be negotiated according To be negotiated according to market
to market prices and are prices and are disclosed in a way that
disclosed in a way that serves the interests of unitholders
serves the interests of
unitholders

Independent
SAR
30,000
(thirty
Board Members thousand Saudi riyals) for Lump-sum
Fees
each independent member
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To be negotiated according to
market prices and are disclosed in
a way that serves the interests of
unitholders

Annually

Regulatory Fees

SAR 7,500 (Seven thousand
Calculated semi-annually
five hundred Saudi Riyals)

At the end of the year

Publication Fees

SAR 5,000 (Five thousand Calculated semi-annually
Saudi riyals)

Paid upon claim

Shariah
fees

Advisor SAR 30,000 (Thirty
Lump-sum
thousand Saudi riyals)

Quarterly

Depository
Centre Fees (Fees
for Establishing
Unitholders
Register)

SAR 50,000 (fifty thousand Saudi riyals) in addition to SAR 2 (two Saudi riyals) for each unit holder, with a
maximum of SAR 500,000 (five hundred thousand Saudi riyals) to be paid to the Saudi Stock Exchange in
exchange for establishing a register of Unitholders.

Listing Fees

Initial listing fee: SAR 50,000 (fifty thousand Saudi riyals)

SAR 400,000 (four hundred thousand Saudi riyals) annually in exchange for managing a register of
unitholders, and it may change based on the value of the fund’s total capital. The aforementioned fees are
subject to modification as determined by the Saudi Stock Exchange (Tadawul).
Listing fees: 0.03% of the market value of the fund annually, with a minimum of SAR 50,000 (fifty thousand
Saudi riyals) and a maximum of SAR 300,000 (three hundred thousand Saudi riyals).
The aforementioned fees are subject to modification as determined by the Saudi Stock Exchange (Tadawul).

Other Expenses

2.

It is paid and calculated upon
It is expected not to exceed From the fund's net asset value according
providing the service and based
1%.
to the latest financial statements
on the nature of the expenses

Responsibility

The Fund Manager, employees, agents and advisors affiliated with the fund, the subsidiaries and related parties, the custodian,
the placement agent, every developer and property manager, the Shariah advisor, members of the Shariah supervisory board
and the fund’s board of directors (each of them is referred to as an "insured party") will not hold any liability towards the fund
or any investor regarding any loss suffered by the fund due to any action taken by any of the aforementioned parties regarding
their management of the fund's affairs. In this case, it is a condition for any aforementioned party that wants to rely on the
provisions of this paragraph, that it has acted in good faith and in a manner that is believed to best serve the interests of the fund
and that the behavior does not involve negligence, fraud or intentional misconduct.
3.

Summary of Financial Disclosure

The fees, charges and expenses expected to be incurred by the fund are specified in the Financial Disclosure Summary contained
in Appendix (A) of these Terms and Conditions.
4.

Dividends and other distributions

The Fund Manager aims to distribute semi-annual cash dividends to investors no less than 90% of the fund’s net profits, within
a period of 90 working days from the date of announcing the dividends. The Fund Manager is expected to announce the profits,
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and the date of distribution within 40 working days from the end of June and December of each calendar year. With the
exception for the capital gains resulting from the sale of real estate assets, which are reinvested in additional assets in the interest
of the Unitholders. In the event that no suitable investment opportunities are available within one year from the date of selling
the assets, the capital gains are distributed to the Unitholders. The Fund Manager has the right to make other distributions as he
deems appropriate if that is in the interest of the Unitholders. It is expected that the amounts of semi-annual profits will increase
during the life of the fund with the increase of the number of income-generating properties owned by the fund.
Value-added tax (VAT)

5.

All fees and expenses referred to these Terms and Conditions are an indication of that amount expressed on an exclusively VAT
basis unless otherwise indicated. To the extent that VAT is due to be paid in relation to any supply made by any person to the
fund or the Fund Manager who acts as the Fund Manager, the Fund Manager is obligated to pay an additional amount from the
fund's assets for that supply, provided that the value of this additional amount equals the exclusive value of the added value tax
(or the exclusive market value of VAT if any) multiplied by the value-added tax price applied to this supply (provided that a tax
invoice is issued and received by the fund).
To the extent that these Terms and Conditions state that any person (including, for example, the insured party) is entitled to
compensation for losses, costs, expenses or expenses incurred in connection with the fund, the amount of compensation must
first be reduced by an amount equal to any input tax balance that is owed To the party receiving compensation in respect of that
loss, cost, expense, or expense; After that, if the payment amount becomes consideration or part of the consideration for the
taxable supply, it must be increased on the account of the value added tax according to the previous paragraph.
Evaluating Fund Assets
1.

Method of the evaluating the Fund’s Assets

The Fund Manager shall evaluate the Fund assets based on a valuation report prepared by two certified and independent real
estate valuers approved by the fund’s board of directors and licensed by the Saudi Authority for Accredited Valuers in
accordance with the list of approved real estate evaluators described in the fund’s Terms and Conditions. The Fund Manager
has the right to change or appoint any new valuers for the fund without any prior notice to the Unitholders subject to obtaining
the fund board approval. Such appointment will be made considering the Fund Manager’s fiduciary responsibility to the
Unitholders.
The unit price will be calculated by deducting the total liabilities of the Fund, including any finance liabilities, fees and expenses
payable by the Fund during the calculation period (fixed liabilities will be deducted first, then variable liabilities), from Fund
total assets, and the output will be divided by the number of the Fund Units for the same period. Such price shall be an indicative
price of the Fund’s units.
Total assets are the sum of all real estate properties, cash, accrued profits, and other receivables and the market value of all
investments together with the current value of any other assets held. The Administrator shall exercise its reasonable judgment
in determining the values to be attributed to assets and liabilities, provided it is acting in good faith in the interest of the Fund as
a whole. For the purposes of determining the Net Asset Value, the Administrator shall use the average the two valuations (except
in the case of error).
In case of discrepancy between the valuations prepared by the two independent valuators, the Fund Manager may appoint
another valuer to evaluate the funds’ assets after obtaining the fund board approval.
The assets constituting the initial investment portfolio were evaluated based on the average of two independent valuations
obtained by the Fund Manager. The following are the information of the initial investment portfolio as at the date of preparing
these Terms and Conditions and are subject to continuous change, especially in multi-tenant properties, as a result of renewal
and / or replacement of tenants. This information should also be read with reference to the definitions list provided at the front
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of this document.

Property

Company Review

Company Review

(Jones Lang LaSalle)

(Knight Frank)

July2017

July2017

SAR

SAR

(1) Al Hayat Tower Hotel
Apartments

39,700,000

42,820,000

41,260,000

(2) Hyper Panda, Jeddah

39,900,000

38,700,000

39,300,000

(3) Hyper Panda, Riyadh

80,000,000

77,530,000

78,765,000

(4) Public
Building

61,600,000

64,430,000

63,015,000

(5) Al-Jazeera Compound

65,400,000

69,530,000

67,465,000

(6) Al-Rawdah
Center

123,170,000

129,820,000

126,495,000

154,600,000

142,690,000

148,645,000

Prosecution

Business

(7) Al-Khaldiya Business
Center

Value of the Property
and the Purchase Price
SAR

The date of the above two valuations reports is October 24, 2017, and it is indicated that all the valuations are based on the income
capitalization of each property.
2.

Number and Timing of Valuation

The Fund Manager evaluates the fund’s assets by appointing two independent valuers accredited by the Saudi Authority for
Accredited Valuers, at least once every six months on June 30 and December 31 of each calendar year (and such day is referred
to as “Valuation Date”). The Fund Manager may delay the valuation of the fund’s assets after obtaining the approval of the CMA
in accordance with Article (22) of the Real Estate Investment Funds Regulations.

3.

How to announce the net asset value of one unit

The Fund Manager announces the net assets value per unit in accordance with the requirements of the Real Estate Investment
Traded Funds Instructions and the Real Estate Investment Funds Regulations. Unitholders are notified of the valuation through
periodic reports. This information will be available on the Saudi Stock Exchange (Tadawul) and the Fund Manager website
Trading of Fund Units
-

-

Unitholders and investors may trade during normal trading hours on any working day through Tadawul licensed brokerage
firms, when the fund units are traded in the same way as the shares of companies listed in the Saudi Stock Exchange
(Tadawul).
Purchasing units in the fund through the Saudi Stock Exchange (Tadawul) is an acknowledgment by the buyer that he has
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-

read these Terms and Conditions.
Trading in the fund's units shall be subject to trading fees, and they shall be settled as prevailing in the market.
After approval of the Capital Market Authority, the Fund Manager may suspend trading in the fund's units at any time or
cancel their listing, after providing the specific reasons for requesting suspension or cancellation.
According to the Real Estate Investment Traded Funds Instructions, the CMA may suspend trading in the fund's units at any
time or cancel their listing as it deems appropriate.
The Fund Manager declares that the fund will not be listed until to transfer the initial investment portfolio ownership to the
fund.

Fund Termination
-

-

-

The listing of the fund’s units shall be canceled upon its expiry without prejudice to what is stated in the Real Estate Investment
Funds Regulations.
The fund may be terminated in the event (a) the number of Unitholders among the public in the fund is less than 50
unitholders within 12 months from the date of the Fund Manager notifying the Authority of this according to Paragraph (P)
of Clause Three of the Real Estate Investment Traded Funds Instructions (General Provisions) And (b) in the event that all its
assets have been disposed of and all the proceeds from these dispositions have been distributed to the investors, or (c) in the
event of any change of laws, regulations, or other regulatory requirements, or substantial changes to market conditions in the
Kingdom of Saudi Arabia, and the Fund Manager considered that as a justifiable reason to terminate the fund or (d) in the
event that an amount of SAR 600,000,000 (six hundred million Saudi riyals) has not been collected during the offering period
or any extension thereof in accordance with these Terms and Conditions or (e) if the termination of a fund is required
according to a decision of the Capital Market Authority or under its regulations ( All of them have an "end state").
Each case requires termination of the approval of the Fund's Board of Directors and the CMA. Unitholders will be notified
within 30 days of the date of the termination.
The listing of the units shall be canceled after submitting a written notification to the Capital Market Authority and
announcing the end of the fund and a timetable for its liquidation on the website of the Fund Manager and the Saudi Stock
Exchange (Tadawul) in the event of the fund termination. Subsequently, procedures for liquidation of the fund shall be
initiated, and the Fund Manager has the right to be the liquidator to carry out the work of terminating the fund and distribute
its assets to the Unitholders, and the Fund Manager has the right to appoint another liquidator as he deems best for the fund.
The assets of the fund may be distributed to Unitholders in kind in the event that it is impossible to dispose of the fund’s assets
or if the Fund Manager deems that this matter is in the interest of the Unitholders.
The Fund Manager appoints a board of directors for the fund to monitor specific actions of the fund and to act as an agent for
the benefit of the fund and unitholders. The fund's board of directors works with the Fund Manager to ensure the fund’s
success.

Board of Directors
1.

Composition

The fund's board of directors will consist of five members appointed by the Fund Manager, two of whom are independent.
After obtaining the approval of the CMA, any amendment to the formation of the fund's board of directors will be announced
on the Fund Manager's website and the Saudi Stock Exchange (Tadawul) website.
The fund's board of directors consists of the following members:
1. Mr. Tariq Hussain Linjawi (Independent Member and Chairman of the Fund Board)
Mr.Tariq Linjawi is the founder and CEO of Mashura United Group, and before that he held several managerial positions at
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the National Commercial Bank, the Arab National Bank and NCB Capital, including the appointment as CEO of NCB Capital,
in addition to his previous position as Chairman of the Board of Investment Funds managed by NCB Capital, also he was a
board member of the Investment Committee of NCB Capital. Mr. Tariq has obtained a master's degree in business
administration with a focus on strategy and marketing from Cranfield University in the United Kingdom in 2003.
2. Mr. Ziyad Yousef Al-Aqeel (Independent Member)
Mr. Ziyad Al-Aqeel has banking experience of more than sixteen years, during which he held several leadership positions, the
last of which was the vice CEO of the Private Banking Services Group NCB, and is currently the CEO and founding shareholder
of Dar Al-Wasal Marketing Company, which was established in 2003 as a specialized Saudi company in the field of real estate
development, marketing and facility management. He held many board memberships, including: a founding shareholder and
a member of the board of directors of Dar Al-Wasal Even Taj and Saber Financial Company in Texas, USA, a member of the
Thuraya Real Estate Development Fund, a former member of the Banking Credit Committee of the Group of Companies
(Samba Financial Group), and a former member of the Investment Products Committee at the National Commercial Bank.
Mr. Ziyad obtained a bachelor's degree in business administration with a major in finance from the American University in
Washington DC in 1992 and holds a certificate of the seventh category (Series 7 for trading in securities from the State of New
York). As well as a financial and management consulting license from the Kingdom of Saudi Arabia, and holds advanced
studies in comprehensive housing development planning science from Johns Hopkins University, USA, as well as an
international qualification program for executives from INSEAD University in Paris. Washington DC in 1992 and holds a
certificate of the seventh category (Series 7 for trading in securities from the State of New York)
3. Mr. Saeed Baarmah (non-independent member)
Engineer Saeed Baarmah is a member and chairman of several boards of directors for different companies working in the
fields of power generation, industrial construction, architecture, and real estate services. A holding company established more
than 35 years ago and working in the same field. Engineer Saeed holds a Bachelor's degree in Architectural Engineering from
Ohio State University, USA.
4. Mr. Samer Abu Aker (non-independent member)
Mr. Samer joined the Saudi Economic and Development Company for Securities (SEDCO Capital) in 2011 after spending 4
years as the Chief Operating Officer of Al Burouj Securities Company in Abu Dhabi. He is a certified public accountant and
has more than 16 years of experience in middle and executive management positions through his work with a number of
international financial institutions and investment banks, including Lightspeed Management LLC and Bank of New York in
Bermuda. He holds a Bachelor's degree in Accounting from Brock University in the Canadian province of Ontario. Mr. Samer
is a member of the Investment Committee, the Product Development Committee, and the Risk, Compliance and Compliance
Committee of the Saudi Economic and Development Securities Company (SEDCO Capital).
5. Mr. Abdulwahhab Abed (non-independent member)
Mr. Abdulwahhab Abed holds the position of Head of Regional Business Development, Marketing and Communications at
SEDCO Capital, where his experience in the company spanned 14 years in which he held several managerial and leadership
positions. Prior to his current position, Mr. Abdulwahhab held the position of Head of Corporate Finance Department as well
as the position of Vice President of Private Equity as well as General Director of Joint Investments Department, where he was
responsible for overseeing investments in funds and direct investments for more than 100 investments in private equity
worldwide. With extensive experience in conducting due diligence studies, supervising and exiting investments. He is also a
board member of SEDCO Capital Investment Committee, as well as the Chairman of its Investment Products Development
Committee. Also Mr. Abdulwahhab is a board member of several real estate and public equity funds belonging to SEDCO
Capital and also a member of the Board of Directors of the Saudi Chemical Company, as well as a member of its internal audit
committee. He holds a Bachelor's degree with a dual major in Finance and Accounting as well as a Master's degree in Business
Administration - Finance from the McCallam School of Business at Bentley University.
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2.
-

Member Suitability

The Fund Manager represents that in relation to each member of the Fund Board, such member:
is not subject to any bankruptcy or liquidation proceedings;
has not previously committed any fraudulent, dishonest or untrustworthy act; and
has the requisite skills and expertise that would render him to qualify to be a member of the Fund Board.
The Fund Manager represents that each independent director is in compliance with the definition of an independent director
as mentioned in the Glossary of Defined Terms Used in the Rules & Regulations of the Capital Market Authority.
3.

Compensation, Fees and Expenses

The fund pays to the independent fund board members an amount of SAR 30,000 (thirty thousand Saudi riyals) annually for
each member, and the fund board fees will not exceed SAR 60,000 (sixty thousand Saudi riyals) annually. For the avoidance
of doubt, the Fund will not pay any fees to the non-independent members.
4.
-

-

Responsibilities

The members of the Fund Board shall have the following responsibilities:
ensuring that the Fund Manager carries out its responsibilities in a manner that would achieve the overall interest of
Unitholders in accordance with these Terms and Conditions and the Real Estate Investment Funds Regulations and the REIT
Regulations;
approving all material contracts, decisions and reports involving the Fund, including but not limited to development
agreements, custody agreements, marketing agreements and valuation reports;
approving these Terms and Conditions and any amendments thereto;
approving any conflict of interest disclosed by the Fund Manager;
approving the appointment of the auditor nominated by the Fund Manager;
meeting at least twice annually with the compliance officer of the Fund Manager and AML/counter-terrorism reporting officer
to ensure that the Fund Manager is in compliance with all applicable rules and regulations;
ensuring that the Fund Manager discloses all material information to Unitholders and other stakeholders; and
working in good faith, reasonable care and diligence to achieve the overall interests of the Fund and Unitholders.
The Fund Manager shall provide all necessary information regarding the affairs of the Fund to all Fund Board members in
order to enable them to carry out their duties.
5.

Other Funds Managed by members of the Fund Board

The Fund Board members currently manage other investment funds in Saudi Arabia (including real estate investment traded
funds), as per the following:
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NAME OF MEMBER

FUND NAME

FUND MANAGER

POSITION

Mr. Tariq Hussain Linjawi

SEDCO Capital Flexi Saudi
Equities Fund
SEDCO Capital Built-to-Suit
Real Estate Fund I
SEDCO Capital Built-to-Suit
Real Estate Fund II
SEDCO CAPITAL REAL ESTATE
INCOME FUND II

SEDCO Capital

Independent Fund Board

SEDCO Capital

Independent Fund Board

SEDCO Capital

Independent Fund Board

SEDCO Capital

Independent Fund Board

SEDCO Capital

Independent Fund Board

Alinma AlThuraya Real Estate Alinma Investment
Development Fund
SEDCO Capital Flexi Saudi SEDCO Capital
Equities Fund

Independent Fund Board

Mr. Saeed Baarmah

NA

-

-

Mr. Samer Abu Aker

NA

-

-

Mr. Abdulwahhab Abed

SEDCO Capital Flexi Saudi
Equities Fund
SEDCO Capital Built-to-Suit
Real Estate Fund I
SEDCO Capital Built-to-Suit
Real Estate Fund II
SEDCO CAPITAL REAL ESTATE
INCOME FUND II

SEDCO Capital

Non-independent Fund Board
Non-independent Fund Board
Non-independent Fund Board
Non-independent Fund Board

Mr. Ziyad Yousef Al-Aqeel

SEDCO Capital
SEDCO Capital
SEDCO Capital
SEDCO Capital

Fund Manager
1.

Name and Address
Name:
Address:

SEDCO Capital
SEDCO Building 2nd floor
Red Sea Mall
Between Gates 7& 8
King Abdulaziz Road
P.O. Box 13396
Jeddah, 21493
Kingdom of Saudi Arabia
Tel: +966 12 690 6555
Fax: +966 12 690 6599

Website:

www.sedcocapital.com
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Independent Fund Board

2.

Fund Manager as a Capital market institution

The Fund Manager was incorporated as a closed joint stock company pursuant to the laws and regulations of the Kingdom,
and licensed to operate as an “Capital market institution ” under the Capital market institution Regulations issued by the
Board of the CMA pursuant Resolution No. 1-83-2005 dated 21/05/1426H (corresponding to 28/06/2005G) under license
number 11157 - 37 dated 23/04/1430H (corresponding to 19/4/2009G).
SEDCO Capital is a wealth management company headquartered in Jeddah, Saudi Arabia. The company offers asset
management, advisory, corporate finance and custody services to high net worth individuals, family offices and institutions.
3.

Fund Manager Services

The Fund Manager shall appoint an investment portfolio manager registered with the CMA in accordance with the Capital
market institution Regulation issued by the CMA to overlook the management of the Fund assets.
The Fund Manager will provide management and other services to the Fund, including but not limited to the following:
a) sourcing and executing acquisitions and dispositions for the Fund;
b) setting out the decision-making procedures that should be followed when executing the business of the Fund;
c) informing the CMA of any material event or development that might affect the Fund’s business;
d) complying with all laws and regulations valid in the Kingdom relating to the Fund’s business;
e) managing the Fund’s assets for the benefit of the investors in accordance with the Terms and Conditions;
f) ensuring the legality and validity of all contracts concluded for the benefit of the Fund;
g) implementing the Fund’s investment strategies described herein;
h) arranging, negotiating and executing Shariah-compliant debt financing documentation on behalf of the Fund;
i) appointing the Shariah Board and securing their approval that these Terms and Conditions are in compliance with
Shariah guidelines;
j) overseeing the performance of the Fund’s contractual counterparties;
k) arranging the liquidation of the Fund upon its termination;
l) providing the Fund Board all necessary information relating to the Fund to enable the Fund Board members to
perform their responsibilities completely; and
m) consulting with the Fund Board to ensure compliance with the CMA’s regulations and the Terms and Conditions.
n) The Fund Manager shall be liable for any losses incurred by the Fund as a result of the Fund Manager’s negligence
or misconduct.
4.

Material Conflicts of Interest
Potential conflicts between the Fund Manager and the Fund are set forth in Clause 2(s) herein.
The Fund Manager shall not have any interest in or claims against the Fund assets, except in its capacity as a Unitholder.
Creditors of the Fund Manager shall not have any interest in any Fund assets.

5.

Delegation to Third Parties
The Fund Manager shall be responsible for managing the Fund, and shall be liable for the appointment of any third
party (including any of its affiliates) for carrying out any of the foregoing responsibilities. The Fund Manager may solicit
the services of third parties (including providers of administrative services) in order to enhance the performance of the
Fund.
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The Fund Manager intends to appoint a developer on an arm’s-length basis for all development projects of the Fund.
6.

Investment in the Fund
During the offering period, the Fund Manager will participate as an investor with a cash share equal to SAR 25,000,000,
which is equivalent to 2,500,000 units (4.16% of the fund’s total capital). The trading of the units allocated to the Fund
Manager will be prohibited for a period of six months from the date of listing. Note that the Fund Manager has the right
according to his own discretion, to trade new units in the fund after listing, provided that the Fund Manager discloses
any investment he has in the fund at the end of each fiscal year in the summary of financial disclosure.
In addition, related parties, employees, managers and agents of the Fund Manager, funds and private portfolios under
his administration (with the exception of the Fund Manager's employees who are members of the fund’s board of
directors) are entitled to participate in the fund during the offering period and after listing, and to acquire units and
dispose of them from time to time.

Custodian
Name:
Address:

Alinma Investment Company
Alanoud-2 Tower, 20th Floor

Website:

King Fahad Road
Olaya District
P.O. Box 66333
Riyadh 11576
Kingdom of Saudi Arabia
www.alinmainvestment.com

The Custodian is licensed by the CMA as an “Capital market institution” pursuant to license no. 37-09134. The Custodian will
form one or more Saudi Arabian limited liability companies (each an “SPV”) to hold the title deeds to the assets of the Fund.
Such structure shall maintain tax efficiency and regulatory compliance and provide maximum legal protection for investors.
The Custodian shall not have any interest in or claims against the Fund assets, except in its capacity as a Unitholder. Creditors
of the Custodian shall not have any interest in any Fund assets.
Administrator
Name:
Address:

Website:

SEDCO Capital
SEDCO Building 2nd floor
Red Sea Mall
Between Gates 7& 8
King Abdulaziz Road
P.O. Box 13396
Jeddah, 21493
Kingdom of Saudi Arabia
www.sedcocapital.com

The Administrator shall be responsible for processing subscription applications and calculating the net asset value of the
Fund. The Fund Manager may change the Fund’s Administrator from time to time with the approval of the Fund Board. Notice
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will be provided to all Unitholders and the CMA upon the replacement of the Administrator.
Auditor
Name:
Address:

Website:

KPMG Al Fozan & Al Sadhan
Zahran Business Centre
Tower A, 9th Floor
Prince Sultan Street
P. O. Box 55078
Jeddah 21534
Kingdom of Saudi Arabia
www.kpmg.com.sa

The Fund Manager may change the Auditor from time to time with the approval of the Fund Board. Notice will be provided
to all Unitholders and the CMA upon the replacement of the Auditor.
Financial Statements and Reports
The fund’s fiscal year starts on January 1 and ends on December 31 of each year, with the exception of the first year of
incorporation of the fund, and whose fiscal year begins on the closing date and ends on December 31, 2018.
The Fund Manager prepares the fund’s financial statements and reviews them by the fund’s auditor in accordance with the
accounting and financial standards prevailing in the Kingdom of Saudi Arabia. The Fund Manager will make available the
annual audited financial statements of the fund in accordance with the requirements of the Real Estate Investment Funds
Regulations and the Real Estate Traded Investment Funds Instructions within a period not exceeding (3) months from the
end of the fund’s fiscal year. The Fund Manager will also make the preliminary examined financial statements available to
Unitholders within (30) Days from the end of the initial period for which those lists are prepared. The first audited financial
statements of the fund will be issued at the end of 2018, and the financial period for the fund’s accounts will end on
December 31 of each calendar year.
Conflicts of Interest
Taking into consideration the above, any dealings of the fund with any related party is considered a conflict of interest, and
the Fund Manager must abide by the following:
1) Disclosure of any conflict of interest to the fund's board of directors.
2) Disclosure of any conflict of interest in the terms, provisions and periodic reports of the fund.
3) Disclose immediately of any conflicts of interest that may arise during the operation of the fund.
Based on the information to the knowledge of the Fund Manager as of the date of these Terms and Conditions there is
currently no conflict of interest between the fund and any other party. Note that a conflict of interest may arise or occur from
time to time between the fund and the Fund Manager or its subsidiary companies and its managers, officials, employees and
agents from another party, and other funds that they sponsor or manage. If the Fund Manager has a material conflict of
interest with the fund, he must fully disclose this to the fund’s board of directors within a two-week period from the day on
which the conflict becomes known to the Fund Manager. The Fund Manager and fund board of directors will try to resolve
any conflict of interest by exercising prudent caution and good faith and taking into consideration the interests of the affected
parties as a whole.
The Fund Manager has initially identified the following conflicts of interest:

Page 80 of 96

1.

Similar SEDCO Capital Investments

SEDCO Capital manages and expects to continue to manage its own proprietary account and other investments and accounts
with objectives similar in whole or in part to those of the Fund, including other collective investment vehicles which may be
managed or sponsored by SEDCO Capital or in which its affiliates may have an equity interest.
In addition, subject to the limitations set forth herein, SEDCO Capital and its affiliates may in the future sponsor or serve as
Fund Manager, investment manager or general shareholder with respect to investment funds or other collective investments,
one or more of which may invest in properties similar to those in the Fund’s portfolio, provided that such other activity does
not impair the success of the Fund.

2.

Conflicts of Interest Regarding Transactions with the Fund Manager and its Affiliates

The Fund may engage in transactions with the Fund Manager or its affiliates or other entities in which SEDCO Capital has a
direct or indirect interest. For example, certain affiliates of SEDCO Capital may provide services to the Fund such as the
administrator, property manager, developer, and broker to the Fund. All transactions between the Fund and the Fund
Manager, its affiliates and entities in which SEDCO Capital holds a direct or indirect interest will be disclosed to the Fund
Board. However, the Fund Manager and Fund Board shall use their good faith commercially reasonable efforts to cause the
terms of the agreements between the Fund Manager and its affiliates, on the one hand, and the Fund, on the other hand, to
be prepared on an arm’s-length basis and be in line with market standard terms.

3.

Fund Board

The Fund Board will oversee the resolution of conflicts of interests. As of the date of these Terms and Conditions, the Fund
Board is composed of appointees of the Fund Manager. The members of the Fund Board have fiduciary duties to the
investors under the Real Estate Investment Fund Regulations and will use their best efforts to resolve all conflicts by
exercising their good faith judgment.

4.

Related Party Transactions

The Fund may from time to time enter into transactions with Related Parties and affiliates to provide services to the Fund
(including legal, advisory or consultancy services) or for a specific property. Such arrangements must be disclosed to the
Fund Board and shall be on market standard terms. In case a Related Party or an affiliate, including another fund or collective
investment vehicle established by the Fund Manager, wishes to enter into a transaction with the Fund, the Fund Manager
will obtain the approval of the Fund Board. If the Fund will buy or sell assets to a Related Party or an affiliate, the purchase
price paid or received by the Fund must be consistent with independent valuations.

5.

Contribution of the Initial Portfolio from SEDCO Private Fund I

It is intended that the Initial Portfolio of the SEDCO Private Fund I, which is managed by SEDCO Capital, be contributed to
the Fund to become part of the Fund’s assets. In order to mitigate this conflict of interest, the Fund Manager has appointed
two independent valuators to determine the average value of the Initial Portfolio based on which the purchase price shall be
determined.
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Reporting to Unitholders
1. Reportable Events
The Fund Manager shall report and disclose the following information to the CMA and Unitholders without any delay:
a)

b)

c)
d)
e)

f)
g)
h)

i)
j)
k)
l)

m)

any material development that is not public knowledge and may affect the Fund assets, liabilities, counterparties,
financial position or general course of business of any other change that would result in the Fund Manager
voluntarily resigning from its position as Fund Manager, and which reasonably may affect the Unit Price or have
significant effect on the Fund’s ability to meet its commitments in respect of debt instruments;
any transaction to purchase, sell, lease or mortgage a Fund asset at a price equal to or greater than 10% of the
Fund’s total assets value in accordance with the latest reviewed interim financial statements or audited annual
financial statements, whichever is more recent;
any losses equal to or greater than 10% of the Fund’s Net Asset Value; according to the latest reviewed interim
financial statements or audited annual financial statements, whichever is more recent;
any changes in the composition of the Fund Board or Fund committees (if any);
any dispute including any litigation, arbitration or mediation where the value involved is equal to or greater than
5% of the Fund’s Net Asset Value according to the latest reviewed interim financial statements or audited annual
financial statements, whichever is more recent;
any increase or decrease in the Fund’s Net Asset Value equal to or greater than 10% according to the latest reviewed
interim financial statements or audited annual financial statements, whichever is more recent;
the increase or decrease in the gross profit of the Fund, equal to or greater than 10% according to the latest audited
annual financial statements;
any transaction between the Fund and a Related Party or any arrangement through which the Fund and a Related
Party invest in any project or asset or provide financing therefor if this transaction or arrangement is equal to or
greater than 1% of the Fund’s gross revenue according to the latest audited annual financial statements;
any interruption in the Fund’s core activities equal to or greater than 5% of the gross revenues according to the
latest audited annual financial statements;
any change in the Fund’s Auditor;
an appointment of a replacement custodian for the Fund;
the passing of any judgment, decision, order or declaration by a court or tribunal, whether at first instance or at
appeal, which may adversely affect the Fund’s utilisation of any portion of its assets which in aggregate value
represents a value exceeding 5% of the Net Assets Value according to the latest reviewed interim financial
statements or audited annual financial statements, whichever is more recent; and
any suggested change to the Fund’s capital.

2. Annual Reports
The Fund Manager shall prepare and submit annual reports to the Unitholders including the following information:
a)
b)
c)
d)

the underlying assets in which the Fund invests;
the assets which the Fund is targeting to invest in;
an illustration of the leased and unleased properties in relation to the total assets owned by the Fund;
a comparative illustration covering the Fund’s performance over the last three fiscal years (or since inception of
the Fund) explaining the following:
- the Net Asset Value of the Fund’s assets at the end of each fiscal year;
- the Net Asset Value per Unit at the end of each fiscal year;
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-

e)

f)
g)

h)

the higher and lower Net Asset Value per unit for each fiscal year;
the number of issued Units at the end of each fiscal year;
the distribution of income per Unit; and
the expense ratio of the Fund.
a performance record showing the following:
- the total return for one, three and five years (or since inception of the Fund);
- the annual total return for each year of the past ten years (or since inception of the Fund);
- a table showing the fees and commissions incurred by the Fund in favour of third parties throughout the
year. In addition, the record shall disclose any circumstances that would call for the Fund Manager to waive
or reduce any fees.
if fundamental changes have occurred during the relevant period which affected the performance of the Fund;
the Fund Board’s annual report that would include but not be limited to the topics discussed and decisions issued
by the Fund Board, including the issues regarding the performance of the Fund and its achievement of its
objectives;
a statement about the special commissions earned by the Fund Manager during the relevant period, stating
clearly the purpose of the commissions and how they would be utilized.

Other Information
1. Unitholder Meetings
The Fund Manager can call for a meeting of unit holders upon his initiative.
The Fund Manager must call a meeting of unit holders within 10 working days of receiving a written request from the
custodian. The Fund Manager must call a meeting of Unitholders within 10 working days of receiving a written request
from one or more of the Unitholders who owns alone or collectively own at least 25% of the fund's units.
The Fund Manager calls for a meeting of Unitholders by announcing the invitation on his website and on the website of
the Saudi Stock Exchange (Tadawul), and by sending a written notification to all Unitholders and the custodian with a
deadline given not less than 10 working days and not more than 21 working days from the date The meeting takes place.
The announcement and notification shall specify the date, place and time of the meeting, and the proposed agenda. The
Fund Manager must, at the same time send the notification to the unit holders regarding any meeting, submit a copy of
this notification to the CMA.
The quorum required to hold a meeting of Unitholders is verified by the number of Unitholders who collectively own at
least 51% of the value of the fund's units. In the event that the necessary quorum is not achieved, the Fund Manager calls
for a second meeting by announcing on his website and on the website of the Saudi Stock Exchange (Tadawul), and by
sending a written notification to all Unitholders and the custodian with a deadline of not less than 5 working days from
the date of the second meeting. During the second meeting, any number of Unitholders who own any number of units,
present in person or through representatives, constitutes a quorum.
Each Unitholders has the right to appoint an agent to represent him at the unitholders meeting. It is permissible to hold
meetings and deliberations of unitholders and vote on decisions through teleconference meetings, according to the
conditions determined by the CMA. In addition, each unit owned by the unitholder represents one vote in the meeting of
the Unitholders, and the decision of the unitholders shall be enforceable subject to the approval of the Unitholders who
own more than 50% of the total units of the fund and who are present at the meeting either personally or through an
agent or via the remote telephone meeting.
2.

Unitholder Rights
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The Fund Manager acknowledges that Unitholders are entitled to vote at matters presented to the Unitholders at
Unitholder meetings. In addition, the approval of the majority of the Unitholders shall be obtained in relation to any
fundamental change to the Fund, which shall include the following:
- a material change in the nature of the Fund or its investment objectives;
- a change that may have an adverse and material effect on the Unitholders or their rights with respect to the Fund;
- a change that has an impact on the Fund’s risk profile; and
- an increase in the Capital of the Fund, whether through a rights issue or acceptance of an in-kind contribution.
3. Shariah Compliance
SEDCO Capital will act as the Shariah advisor for the Fund. SEDCO Capital has a Shariah Monitoring Unit, Internal
Shariah Advisor (the “ISA”) and Shariah Supervisory Board (the “SSB”). As the Shariah Controller, SEDCO Capital will
assume the responsibilities of Shariah monitoring activities which include:
- ensuring that the Fund investments are in compliance with SEDCO Capital’s Shariah Guidelines set forth in Schedule
C of these Terms and Conditions;
- arranging for the Shariah audit to be conducted by an independent firm; and
- escalating any potential Shariah compliance irregularities to the ISA and the SSB.
The Shariah Controller has reviewed and approved these Terms and Conditions. The current composition of the SEDCO
Capital Shariah Supervisory Board is set out on Schedule C of these Terms and Conditions.
The Fund shall be responsible for the remuneration and expenses of the Shariah related activities including the Shariah
Supervisory Board, the Shariah auditors, Shariah monitoring operations, investments and financings of the Fund to
ensure compliance with the Islamic principles of Shariah.
The Shariah Board has reviewed these Terms and Conditions and the Subscription Agreement and has approved the
structure of the Fund and the offering of Units during inception of the fund. The Fund shall also comply with the approved
Shariah Guidelines.
If any Investment proceeds or other amounts received by the Fund are not Shariah-compliant, the Fund shall arrange for
such funds to be “purified” in accordance with a procedure to be determined by the Shariah Board from time to time. The
Shariah Board shall specify the relevant purification percentage or amount. The Unitholder may, from time to time,
request in writing from the Fund Manager to receive the amounts for purification that relates to his investment as the he
sees appropriate.
4. Property Manager
The Fund Manager appoints a manager for each property to be responsible for the administrative affairs of the real estate,
including setting management rules and policies, permanent follow-up of the property and tenants' affairs, following up
on the collection of rents, following up on periodic maintenance and using the property effectively to achieve the best
returns. The Fund Manager has the right to change the property manager from time to time based on his performance.
To avoid any doubt, the Fund Manager has the right to be the property manager or to appoint a subsidiary company to
be a property manager for one or more of the fund’s assets. And considering that the real estate subject of the fund's
investment is divided between single-tenant and multi-tenant properties, single-tenant properties are managed by the
relevant tenant and a property manager is appointed from others in relation to multi-tenant properties.
5. Developers
The Fund Manager shall contract with a developer or more for each property in case there is a property developed by the
Fund. The developer shall prepare the master plan for each project, secure and maintain all necessary approvals, contracts
with design consultants and oversee the project’s design. On a case by case basis, the developer may be appointed to
contract with the contractors required for the completion of the project in accordance with the project design approved
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by the Fund Board and take delivery of the completed project from the contractors and initiate the marketing and sales
campaigns for the project. For the avoidance of doubt, the Fund Manager may appoint an affiliate as a developer for the
Fund.
6. Other Service Providers
The Fund Manager may from time to time engage additional third party advisors, facility managers, consultants, and other
service providers relating to one or more assets, including, but not limited to project managers, contractors, architects,
designers, legal advisors, etc. Each such third party will be engaged pursuant to an agreement negotiated on an arm’slength basis. For the avoidance of doubt the Fund Manager may appoint an affiliate to provide such services to the Fund.
7. Complaint Proceedings
If, during the Fund Term, a Unitholder has any questions or complaints relating to the operations of the Fund, such
Unitholder should contact the Compliance & AML Department of SEDCO Capital at +966 12 690 6628.
SEDCO Capital has a documented complaint procedure for clients. Potential investors and Unitholders who would like
to have a copy of this procedure should contact the Compliance & AML Department of SEDCO Capital at +966 12 690
6628.
Amendments to Terms & Conditions
The Fund Manager will modify the Terms and Conditions according to his assessment after obtaining the approval of the fund’s
board of directors and the approval of the unitholders, the CMA and the Shariah Board. Notify the unitholders of the important
modifications before 30 business days from being in progress.
The Fund Manager shall submit to the Capital Market Authority and the custodian an amended copy of the Terms and Conditions
within 10 working days from the date of making any change. The Fund Manager announces any details related to changes in
Terms and Conditions on his website and on the website of the Saudi Stock Exchange (Tadawul) within 10 working days from the
date of making any change, including annual updates on the fund's performance.
The Fund Manager announces any details related to basic changes in Terms and Conditions on his website and on the website of
the Saudi Stock Exchange 10 working days before any change takes effect.
If these changes are fundamental, the approval of more than 50% of the Unitholders should be obtained on any proposed change
that includes, but is not limited to, the following:
-

The fundamental change in the objectives and nature of the fund.

-

Any change that has a negative and material impact on Unitholders or their rights related to the fund.

-

Any change that has an impact on the fund's risk.

-

Increasing the capital of the fund after the offering.

Governing Law
These Terms and Conditions constitute a legally binding contract between the Fund Manager and each unitholder. Subscribing
and purchasing units is considered an implicit agreement to these Terms and Conditions.
These Terms and Conditions are governed by and interpreted in accordance with the laws and regulations in force in the Kingdom.
The fund and its investments are bound at all times by the regulations governing the real estate ownership in the Kingdom,
including the for the non-Saudis' ownership and investment of real estate.
These Terms and Conditions are in conformity with the provisions of the Real Estate Investment Funds Regulations and the Real
Estate Investment Traded Funds Instructions issued by the CMA, and the Fund Manager acknowledges that these Terms and
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Conditions contain full and correct disclosure of all the material facts related to the Fund. The Fund Manager acknowledges that
all fees, service charges, commissions and fees charged by him or by other parties have been disclosed.

Appendix A - Financial Disclosure
Fund Type

SEDCO Capital REIT, a closed-ended Shariah-compliant real estate investment traded fund

Investment
Objectives

Acquisition of structurally developed real estate to provide regular rental income, and carry out
periodic distribution to unitholders of at least 90% of the fund’s net profits during the fund’s term
within a period of 90 working days from the date of announcing the distributions. It is expected
that the Fund Manager will announce the dividends, and the date of their distribution within 40
business days from the end of June and December of each calendar year, with the exception of the
capital gains resulting from the sale of the real estate assets that are reinvested in a way that serves
the interests of the unitholders.

Target
Distribution

The Fund Manager aims to distribute not less than 90% of the fund’s net profit to unitholders
annually according to the latest audited financials.

Open-Ended/
Closed-Ended

Closed-ended fund

Fund Term

The term of the Fund is 99 years from the Listing Date and can be renewed by the Fund Manager
following the approval of the CMA.

Fund Manager

SEDCO Capital

Custodian

Al-Inma Investment Company

Subscription fee

The investor pays the Fund Manager a subscription fee of 2.0% of the value of the allocated
subscription amounts, to be paid upon subscribing to purchase units during the offering period.

Management Fees

1% of the total Net Asset Value per annum, paid semi-annually.

Performance Fees

If the fund distributed cash dividends exceeding 7% as net annual distributions, the fund pays the
Fund Manager a performance fee of 20% of any amount in excess of 7%, which is paid annually.
In addition to the amount due on the increase in the return, 10% of the value of the realized capital
gains (including transaction costs, but not limited to brokerage fees, acquisition and sale fees) due
upon selling the fund's assets.

Custody Fee

The Fund shall pay the Custodian a one-time set-up fee of SAR 30,000, payable on the Closing
Date. Thereafter, the Custodian shall be paid an annual fee equal to 0.04% of the Net Asset Value,
subject to a minimum of SAR 200,000, paid on a semi-annual basis.

Acquisition and The fund pays the Fund Manager a fee of 0.75% of the purchase or sale price of every real estate
Divestment Fee
asset acquired or sold by the fund for its efforts in finding investment opportunities and
completing the sale and purchase of the property of the fund. For the avoidance of doubt, these
fees are due regardless of any realized increase in the return to the fund and are not due in
exchange for the transfer of ownership of the initial investment portfolio.
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Brokerage Fees

The fund pays the real estate broker a fee of up to 2.50% of the acquisition value of each
investment, which is negotiated in accordance with recognized market prices. For the avoidance
of doubt, the Fund Manager or any related parties have the right to receive a percentage of the
brokerage fee. These fees are not applicable on the transfer of ownership of the initial investment
portfolio.

Financing
Arrangement Fees

The fund pays the Fund Manager a fee of 1.25% of every amount obtained as financing for the
fund or any special purpose company during the term of the fund (without any fees or profit
margins), in return for his efforts in structuring and providing financing to the fund. These fees are
payable upon completion of any financing deals. They cover arrangement fees owed to the
lending bank, evaluation fees, legal fees, and feasibility study fees related to financing.

The fund pays the administrator an annual fee of 0.05% annually of the fund's net asset value, to
be paid semi-annually. These fees are due to the administrator for all administrative work, for
Administrator Fees
example calculating the net asset value of the fund periodically and the activities relating to the
operations of the fund on a daily basis, including the accounting and bookkeeping.
Auditor Fee

The fund pays the Auditor an annual fees of SAR 85,000 Saudi riyals (eighty five thousand Saudi
riyals), which may change from time to time according to the prevailing market prices and are
disclosed according to the relevant requirements and regulations of the Capital Market Authority.

Property
Management Fee

Property management fees are due to multi-tenant real estate properties, and any property
management fees paid from the fund to any property manager appointed by the Fund Manager
are negotiated according to the market prices. Any property management fees that the Fund
Manager or any of its affiliates receives must be disclosed to the fund’s board. For the avoidance
of doubt, property management fees do not include operating expenses. Such fees are calculated
as a fixed contractual percentage of the total rental proceeds. Therefore, it is not a fixed amount,
but an estimated amount that changes with the change in the total value of the rent. Whereas, any
property management fees paid from the fund to any property manager appointed by the Fund
Manager are negotiated in accordance with market practices, but it does not exceed 7% of the
rental income of the related property.
Property
Director

Property
Al-Jazeera
Compound

Residential

Management

Al-Mahmal
Facilities
Services Company

Fees
3.5% of the rent collected
3.5% of the rent collected

Al-Rawdah Business Center

Saqifat Al Safa Real Estate
Development and Marketing
Ltd.

5% of the value of the first
year rent in case the vacant
space is rented
An incentive fee of 1.5% of
the total rental value for the
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first year in the event that
the property manager is
able to increase the rental
value upon renewing a
lease contract
3.5% of the rent collected
5% of the value of the first
year rent in case he leased
the vacant space
Al-Khalidiyah
Centre

Investment
Structuring Fees

Development Fee

Business

Saqifat Al Safa Real Estate
Development and Marketing
Ltd.

An incentive fee of 1.5% of
the total rental value for the
first year in the event that
the property manager is
able to increase the rental
value upon renewing a
lease contract

In case that the fund carries out real estate development activities, the Fund Manager is entitled to
a fee of 1.5% of the development value only and does not include the value of the land in every
real estate development project in exchange for arranging the real estate transaction, finding the
right property and suitable tenants and the supervision of the development process. For the
avoidance of doubt, these fees do not apply to structurally developed properties. In the event that
a real estate development opportunity arises, the investment structuring fees are disclosed to
unitholders.
If the fund carries out real estate development activities, the developer is entitled to fees that are
negotiated in accordance with the recognized market practices without any minimum or
maximum limit. For the avoidance of doubt, these fees do not apply to structurally developed
properties. In the event that the fund carries out real estate development activities, the developer
fees will be disclosed to the unitholders.

Fund Board Fees

The fund pays to the independent fund board members an amount of SAR 30,000 (thirty thousand
Saudi riyals) annually for each member, and the fund's board fees will not exceed SAR 60,000
(sixty thousand Saudi riyals) annually, and to avoid doubt, the fund will not pay any fees to nonindependent members.

Regulatory fees

The fund pays regulatory fees of SAR 7,500 (seven thousand five hundred Saudi riyals) annually,
which are calculated cumulatively on each calendar day and paid on an annual basis.

Publishing Fees

The fund pays a fee of SAR 5,000 (five thousand Saudi riyals) annually, which is calculated
cumulatively each calendar day and paid upon claim.

Shariah
Supervisory Fees

The fund pays the Shariah advisors SAR 30,000 (thirty thousand Saudi riyals) annually, as agreed
upon between the Fund Manager and the Shariah advisor of the fund. The aforementioned fees
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are paid in equal instalments quarterly, and the fees are paid to the Shariah advisor, who is
responsible for paying the amounts to the Shariah Supervisory Board and any other party in
relation to any matters related to the of Shariah.
The fund pays the following fees to register in the depository center at the Saudi Stock Exchange:
- SAR 50,000 (fifty thousand Saudi riyals) in addition to SAR 2 (two Saudi riyals) for each
Depository Centre unitholder, with a maximum of SAR 500,000 (five hundred thousand Saudi riyals) paid to the
Fees (Unit Holders Stock Exchange in exchange for creating a register for the unitholders.
Register fees)
- SAR 400,000 (four hundred thousand Saudi riyals) annually in order to manage the register of
unitholders, and it may change based on the value of the fund’s total capital.
The aforementioned fees are subject to modification as determined by the Tadawul.
The following listing fees are to be paid from the fund:
Listing Fees

- Initial Listing Fees: SAR 50,000 (Fifty Thousand Saudi riyals).
- Listing fees: 0.03% of the fund's market value annually. With a minimum of SAR 50,000 (fifty
thousand Saudi riyals) and a maximum of SAR 300,000 (three hundred thousand Saudi riyals).
The aforementioned fees are subject to modification as determined by Tadawul.

Other expenses

There may be impacts on the fund, directly or indirect fees including, but not limited to operating
costs, service costs, insurance fees for the property acquired by the fund, lawyers fees, and zakat
(if applied to real estate investment traded funds, and this does not include zakat for Unitholders.
Municipal fees, government fees, evaluation fees, engineering consultant fees, surveyors’ fees,
architects and interior designers’ fees. In all cases, only the actual fees and expenses related to the
fund and its projects will be deducted after obtaining the approval of the fund's board of directors.
It is expected that such expenses will not exceed 1% of the total assets value of the fund annually,
according to the latest audited financial statements.

Zakat and tax

The Fund Manager will not calculate or pay zakat or tax as it is the responsibility of the unitholders.

Attached to appendix A - Example of calculating recurring charges
Expenses that are charged to the fund based on the default subscription amount and assuming the net asset
value of the fund is SAR 600,000,000.
Default Subscription Amount

1,000,000

SAR

Custody Fees (max 0.04%)

400

Annually

Administrator Fees (0.05%)

500

Annually

Auditor's fees SAR 85,000

142

Annually

Fund Board Members ’fees SAR
60,000 (30,000 Saudi riyals for each
independent member)

100

Annually

Page 89 of 96

Fees of the Shariah Advisor SAR
30,000

50

Annually

The listing fee in the Saudi Stock
Exchange is 0.03% of the fund's
market value

300

Annually

Other fees up to (0.1%)

1,000

Annually

Total annual recurring fees and
expenses

12,492

Annually

Total annual recurring fees and
expenses

٪1.25

Expected
total
value
of
distributions based on the
estimated rental yield after direct
expenses of real estate assets
7.41%

74,100

SAR

Expected net distribution value
based on an estimated rental
income of 6.10%

61,000

SAR

Expected net distribution value
based on an estimated rental
income of 6.10%

6.10%

Subscription Fees (2.0%)

20,000

Saudi Riyal - not transferred to the
fund, and It's responsible by direct
subscriber

Management Fees (1%)

10,000

Annually
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Attached to Appendix B - Shariah Guidelines
1. The fund may not benefit from any conventional financing process, while it is permissible to deal only in forms of financing
that are compatible with the provisions of Islamic Sharia.
2. It is not permitted to use traditional financial instruments such as futures contracts, options, swap contracts and the like in
managing the fund.
3. The fund does not have the right to invest in real estate that includes tenants who provide traditional financial services
(such as banks, brokerage firms, insurance companies), with the exception of those that operate under Sharia controls.
4. The fund does not have the right to invest in real estate that includes tenants participating in activities that are not
compatible with the provisions of Islamic Sharia, such as music and others.
5. In the event of a real estate containing a tenant who is considered participating in the activities mentioned in paragraphs
(3 or 4) above, and the contract related to it cannot be terminated, the total illegal revenue must not exceed 10% of that
property’s revenue. At the end of the contract, the renewal of that tenant does not take place and no lease contract is
concluded with any other tenant who is not subject to the controls of the Sharia Fund.
The fund purifies the illegal part of the investment portfolio, if any.
Shariah Supervisory Board’s Members
Sheikh Dr. Muhammad bin Ali Elgari - Head, formerly professor of Islamic economics at King Abdulaziz University in
Jeddah, and one of the most famous Islamic economists in the world, and he holds a PhD in economics from the
University of California.
Dr. Muhammad Daoud Bakr - Member, and is currently chairing the Shariah advisory board of the Central Bank of
Malaysia, the Securities Commission of Malaysia and the Financial Services Authorities in Labuan. He obtained his
first academic qualification in 1988 from Kuwait University. Also, he obtained a PhD degree from the University of
St Andrews in the United Kingdom in 1993. And Dr. Muhammad previously held the position of Vice President of
the International Islamic University Malaysia. He is a member of many Sharia boards of financial institutions.
Dr. Abdulaziz bin Khalifa Al-Qassar - Member, and he is a professor at the Faculty of Shariah at Kuwait University, holds a
PhD from Al-Azhar University, and holds the position of Assistant Professor in the Department of Comparative Jurisprudence
and Sharia Policy, and he is a member of the Sharia Board of several other investment companies in the Gulf
countries.
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Appendix C - How to subscribe in the fund
General conditions for subscribing to the fund:
1. The investor must be a customer of the National Commercial Bank, Al-Rajhi Bank, or Samba Financial
Group in order to be able to subscribe to the fund and that no change has occurred to the investor's
information since his subscription to a recent offering. The customer signs the subscription form and the
Terms and Conditions through the recipient bank’s branch, which is mentioned above. He can also do it
through alternative channels through the website www.alahlionline.com or www. alrajhibank.com or
www.samba.com, or the ATM machines of the National Bank, Al-Rajhi Bank, the Samba Financial Group,
the banking phone of the National Bank (920001000), the banking phone of Al-Rajhi Bank (114629922) or
SAMBA Phone at the toll-free number (2000 124 800 ), So that the subscription amount or part of it, as the
case may be, is deducted from the customer's account in addition to deducting the subscription fees.
2. Show a valid ID, such as the national identity card (for Saudis) or residency (for residents).
3. In the event that any of the dependents or minors participate, the guardian shall present the national
identity of minors between (15) years - (18) years, or the family record in the case of minors less than (15)
years old and the dependents in addition to the national identity card (for the Saudi guardian) Or residence
(for the resident guardian).
4. Submit the complete subscription documents (signed Terms and Conditions + completed and signed
subscription form plus a copy of the ID signed by the investor) as follows:
a) If the investor is going to apply through the branch of one of the receiving entities, the subscription
documents must be submitted in full (signed Terms and Conditions plus a completed and signed
subscription form plus a copy of the identity signed by the investor) and delivered to the employee of one
of the receiving entities.
b) If the investor is going to submit a subscription through the website of one of the recipients, he must accept
the Terms and Conditions by clicking on the box that he agrees and accepts the Terms and Conditions of
the fund in addition to filling out the subscription form in full on the site.
c) If the investor is to apply for the subscription through the ATMs of one of the receiving entities, he must
accept the Terms and Conditions on the ATM according to the sequence of steps that will be explained by
the ATM and fill out the subscription form completely at the ATM.
d) If the investor is to apply for the subscription via the banking phone of one of the recipient parties, he must
accept the Terms and Conditions by pressing the number that the bank phone will request from the
customer and follow the steps that will be explained by the banking phone to fill out the subscription form.
Mechanism of subscribing to the fund through the placement agent:
First Step –Terms and Conditions
A copy of the Terms and Conditions can be obtained for anyone who wants to subscribe through:
i)

By visiting one of the receiving banks.

ii) By visiting the website of the Fund Manager (SEDCO Capital Company) www.sedcocapital.com.
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iii) By visiting one of the receiving banks branches.
Those who want to participate in the fund must review and agree to the Terms and Conditions of the fund as
described in "General Conditions for Participation in the Fund (3. Submission of complete subscription documents)"
Second Step- Complete the Subscription Form
The investor obtains the subscription form through the branch of one of the receiving entities, the National Commercial Bank,
Al Rajhi Bank, or Samba Financial Group, and he can do this through alternative channels through the website or the AMC
machines of one of the receiving entities or the banking phone at one of the recipient parties. The investor must complete
the subscription form in full, as described in "General Conditions for Participation in the Fund (3. Submission of complete
subscription documents)". The subscription amount or part of it, as the case may be, will be deducted from the customer's
account, in addition to the subscription fee.
No application for subscription or bank transfer will be accepted after the end of the last working day of the subscription
days. The investor will not be able to amend the data contained in the subscription form after it is sent or delivered. It is
possible to cancel the subscription and submit a new application, and the subscription cannot be canceled after approval and
confirmation. In all cases, investors of all categories must take into account the submission and completion of subscription
requirements and the required documents.
Third Step – Confirm Subscription Receipt
In case of subscribing online, one of the receiving entities will send a confirmation of receipt of the subscription request to
the fund to the customer by text message to the mobile number registered through the electronic subscription feature. In
the event of participation by submitting the documents on paper to the company’s headquarters, the employee at one of the
receiving agencies, who receives the subscription documents, will provide the investor with a paper confirmation of the
subscription. Receipt of the application does not imply a confirmation of its acceptance.
Fourth Step – Accept the Subscription Application
The Placement Agent and the receiving party notify the investor to confirm or deny his subscription within five (5) working
days, and in the event that the subscription request does not meet all requirements or there are any notes, the customer will
be notified by e-mail or by text message to the registered mobile number through the subscription feature To complete the
requirements within one working day of the subscriber's notification, and if the application is complete, the investor will be
notified of the acceptance of the subscription application.
Fifth Step – Allocation Notice
After the closing of the offering period and the allocation of units to investors by the offering agent in accordance with the
specified allocation mechanism within ten working days from the closing date of the offering period, the CMA will be notified
and the final results of the offering and the allocation of units will be announced through the website of one of the recipient
entities.
Sixth step – Return of Surplus and Listing
Five working days after announcing the final allocation, the surplus will be returned to the subscribers without any
deduction after deducting the value of the allocated units and the subscription fees, provided that the allocated units are
included in the subscribers ’investment portfolios with the licensed brokerage company affiliated to one of the recipient
entities through the Saudi Stock Exchange (Tadawul) .
The following documents are attached according to the investor category:
Page 93 of 96

Required Documents for all Investors:
A signed copy of the Terms and Conditions.
The subscription form signed and filled out completely.
Required Documents for Individuals:
A copy of the national identity for Saudis or a copy of a valid resident identity card for residents.
Required Documents for Companies:
Copy of the commercial register with the company stamp.
A copy of incorporation contract and the article of association with the company stamp.
A copy of the identity of the authorized signatory with the company stamp, and signed by the Capital market institution .
Required Documents for investment funds interested to invest:
A copy of the commercial register of the Fund Manager who wants to invest with the company stamp.
A copy of incorporation contract and the article of association with the company stamp.
A copy of the license to practice the activity of the fund that wants to invest.
A copy of the Terms and Conditions of the fund that wants to invest.
A copy of the CMA's approval of the investment fund.
A copy of the identity of the authorized signatory with the company stamp, and signed by the Capital market institution.
Required Documents for Investments Portfolios
A copy of the identity of the owner of the investment portfolio.
A copy of the commercial register of the portfolio manager with the company stamp.
A copy of incorporation contract and the article of association with the company stamp.
A copy of the license to practice the activity of the portfolio manager.
A copy of the investment portfolio management agreement.
A copy of the identity of the authorized signatory with the company stamp, and signed by the Capital market institution.
Important Information
The customer must verify the authenticity of the recorded data and the documents provided, and the National Bank shall not
be liable for any errors.
The customer must take into account the matching value of the subscription request with the bank transfers executed, and
the application will be rejected in the event of any difference in the increase or decrease.
Any amount transferred from an account other than our registered account when you sign up for the fund will be
rejected/will not be accepted, and the bank account must be in the customer's name.
If there are any questions, please contact one of the recipients by phone number or email.
Without taking into account the receipt of the signed subscription application form or any other requirements, the Fund
Manager or receiving bank reserves the right to refuse any subscription in case of (1) that the participant is a prohibited
person, (2) or that the investor's participation causes a violation of the regulations and regulations of the Saudi Arabian
Monetary Agency the Fund or its director, the CMA regulations and its executive regulations or the regulations in force in the
Kingdom of Saudi Arabia or the Terms and Conditions of the other units or the fund. If the application for participation is
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rejected, the Fund Manager will refund the investor the contribution amount and the subscription fee. After the subscription,
the investor does not receive a certificate of ownership of the investment units, but all investment units are registered in the
deposit centre of the Saudi Stock Exchange (Tadawul)

Appendix D- Subscription Request Form
SEDCO Capital REIT Fund Subscription Form
SEDCO Capital REIT Fund Subscription Form

Unit Price: 10 SAR

Closed-Real Estate Investment Fund Compliant with Shariah

Subscription Fees: 2%

Reference Number:

Recipient Code:

Branch Code:

Licensed brokerage

Branch Name:

Date:

company code :

NCBK
RJHISARI
SAMBSARI
For Individuals- Subscriber’s information

Mechanism of Subscription

First Name:

Father Name:

Grandfather Name:

Gender: Female ( ) Male ( )

Identity Type:

National Identity ( ) Resident Identity ( ) Family Register ( )

ID Number :

Birth Date:

Family Name:

Birth Place:

Nationality:

Address:
Mailbox:

City:

Phone Number:

Post code:

2-The minimum subscription per investor is
500 SAR ,50 units

Country:

3-The maximum subscription per investor is
100 million.

E-mail:

Family register that includes added family members

1-Subscription is for Saudi individuals, GCC
citizens, residents, institutions, companies,
investment funds and other entities and legal
persons based in Saudi Arabia, under this form,
which is available to all branches of the
recipients (NCB, Al Rajhi Bank and Samba
Financial Group)

Kinship

ID Number

4-The application is not accepted unless the
following documents are attached to it
according to the investor category:

1

Required documents for all investors.

2

The subscription form is fully signed and filled.

3

Documents required for individuals/residents.
A copy of the national identity of the Saudis and
the family register in the case of the presence of
dependents and a table is added to them under
the subscription form boxes (namerelationship - ID) or a copy of the valid resident
ID and a copy of the residence of his
dependents.

4
5
For Companies and Real Estate Funds
:اﺳﻢ اﳌﺸ��ك
ID Type:

Commercial register:

Name:
License: Investment Fund:

ID Number:

Other:

Required documents for companies:

Issue Date:

Expiry Date:

a) A copy of the commercial register certified by
the company.

Country:

b) A copy of the founding contract and the
statute certified by the company.

Mailbox:

City:

Post code:

Phone Number:

Mobile Number:

E-mail:

Subscription Information
Details

Number

writing

Unit

Units number:

unit
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c) A copy of the identity of the authorized
signature certified by the company, signed by
the Commissioner.
Required documents for investment funds:

Amount subscription:

SAR

Subscription fees:

SAR

Total:

SAR

Note: If the entered value varies in number and writing, the entered value will be approved in writing.

b) A copy of the founding contract and the
statutes of the Fund Manager certified by the
company.
c) A copy of the activity license of the Fund
Manager.

Bank account information (the subscriber must be the owner of the same account)
Account owner’s name:

d) A copy of the Terms and Conditions of the
fund.

IBAN Bank Account Number:

e) A copy of the CMA's approval of the fund's
offering.

In the case of the agency:

f) A copy of the signature authorized ID certified
by the company, signed by the Commissioner.

Agent Name:
Agent's Civil Registry Number:

Agency Number:

Mailbox:

City:

Post code:

Phone number:

Mobile number:

E-mail:

Required documents for investment portfolios:
Country:

Signed .......................................Name..............................
I acknowledge the authenticity of the recorded data and the documents submitted to the recipient and i acknowledge that I/we
have obtained a copy of the Terms and Conditions of the SEDCO Capital RIET Fund and its supplements, which i/we have
reviewed, understood and accepted.
If the client is not Saudi and resident in Saudi Arabia: I acknowledge that I do not have any investment portfolio with any person
licensed by the CMA except NCB (Underwriting through NCB) Al Rajhi Financial (Underwriting through Al Rajhi Bank) /Samba
Capital (Underwriting through Samba Banking Group).
Note: The investor will not be able to modify the data contained in the subscription form after it is sent or delivered to the
recipient.
Name\Agnt:

Date:

Signed:

Delegation
I delegate the recipient to deduct the amount from my account (mentioned above) to subscribe to the fund.
Subscriber Name\Agent:

Subscriber\Agent signature:

Recipient
We received from the subscriber an amount

( ) SAR only

Writing:
Discount from his account we have a number: it must be
the same account number mentioned above

a) A copy of the owner’s ID of the
investment portfolio.
b) A copy of the commercial register of
the manager’s portfolio certified by the
company.

Agreement

Deducted Date:

The personal information of the subscriber (s) contained in the identity and instructions for this subscription has been reviewed.
Signed:

a) A copy from the commercial register of the
Fund Manager with a certified stamp from the
company.

Responsible Employee Name:

The Recipient’s stamp:
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c) A copy of the founding contract and
the statutes of the portfolio manager
certified by the company.
d) A copy of the activity license for the
portfolio manager.
e) A copy of the investment portfolio
management agreement.
f) A copy of the identity of the authorized
signature certified by the company,
signed by the Commissioner.
Important notice: Completing the form
does not mean accepting the application
for participation in the Fund, and
accepting the subscription is subject to
the discretion of the Fund Manager and
fulfilling the provisions of the Fund's
Terms and Conditions. The offering
agent and recipients will notify each
investor within 5 working days of the
closing date of the subscription period to
accept or reject the subscription request
and the units that have been accepted in
the case of individual customers will be
allocated to the main office and in case
of a surplus refund which represents the
value of the units that have not been
allocated plus the subscription fee for
those units will be reversed to the
subscribed account after the
announcement of the final allocation by
5 working days.

