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Mr. Sherif Selim
Head of Regional Real Estate

Our ref.
Phone
Email

Mr. Yasir Omar Al-Sasi
Vice President – Regional Real Estate

V8420
+971 2 443 7772
Peter.Stebbings@eu.jll.com
Andrey.Kuzmin@eu.jll.com

SEDCO Capital
PO Box, 13396, Jeddah 21493
Kingdom of Saudi Arabia
Sent by email to sherifs@sedcocapital.com
ysasi@sedcocapital.com
24 July 2018
Dear Sirs,
TERMS OF REFERENCE
Addressee:

SEDCO Capital – the Fund Manager of SEDCO Capital REIT
(the “Company”, the “Client”).

Purpose of Valuation:

Our valuation is required for accounting purposes in
accordance with IFRS for Capital Markets Authority (the
“CMA”) compliance only.

Subject of Valuation:

A residential compound known as Al Jazeera, located in
Sulaimaniah District, Riyadh, KSA (the “Property”). The
Property is constructed on two combined plots of land with
a total land area of 20,758 sq. m. It has and Net Leasable
Area (NLA) of approximately 9,630 sq m comprising
apartments and villas.

Interest to be Valued:

Freehold.

The Basis of Value:

Fair Value

The Valuation Date:

30 June 2018.

Disclosure Statement:

We note that we have valued the Property in 2016 and
2017. These valuations were undertaken in accordance
with the Saudi Capital Markets Authority’s requirements for
annual fund valuations. We have also valued the Property
in 2017 in connection with the Initial Public Offering (IPO)
of SEDCO Capital REIT shares and the listing of those
shares on the Saudi Stock Exchange (Tadawul).

Jones Lang LaSalle Saudi Arabia Co.
for Real Estate Valuation
Commercial Registration no. 1010931286
17th Floor, South Tower, Abraj Attawuniya
King Fahad Road, Kingdom of Saudi Arabia
tel: +966 11 218 0303
fax: +966 11 2180308
www.jll-mena.com
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We do not consider the above to be a conflict. We are not
aware of any other existing conflicts or potential conflicts
of interest, either on the part of JLL or the individual
members of the Valuation team to be assigned to this
project, which would prevent us from providing an
independent and objective opinion of value of any of the
assets.
Personnel:

The valuation has been undertaken by Andrey Kuzmin
MRICS – Associate and Associate Taqeem Valuer, Taqeem
membership no. 1220001227, assisted by Yazeed Hijazi Analyst, under the supervision of Simon Brand FRICS –
Regional Director, Head of Valuation Advisory MENA and
Provisional Taqeem Valuer, Taqeem membership no.
1220000635. We confirm that the personnel responsible for
this valuation have the knowledge, skills and
understanding to undertake this valuation competently.

Status of Valuers:

We shall be acting as an External Valuer for the purposes of
this instruction. An External Valuer is defined in the Royal
Institution of Chartered Surveyors (RICS) Global Standards
incorporating the IVSC International Standards – July 2017
(the “Standards”) as:

“A valuer who, together with any associates, has no
material links with the client, an agent acting on behalf of
the client or the subject of the assignment”.
Inspection:

We have not inspected the Property for the purposes of this
re-valuation. The Property was previously inspected by
Khaled Al Somali on 25 December 2017. We highlight that
the inspection was undertaken on a visual basis only.
We note that we have been informed by the Client that no
material changes happened to the Property since our
previous inspection.

Nature and Sources of Information:

© 2018 Jones Lang LaSalle IP, Inc. All rights reserved

We have relied upon information provided by the Client
which we have assumed to be up-to-date and accurate. We
have independently made enquiries in relation to the
market conditions and outlook, pricing, sales rates,
discount rates and development returns using a variety of
sources including brokers and agents, developers,
investment bankers, and government sources, as well as
reputable publications and data providers.
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Confidentiality and Third Party
Liability:

Our Valuations and Reports are confidential to the Client
and to CMA and for the specific purpose to which they
refer, and no responsibility whatsoever is accepted to any
third parties. Neither the whole, nor any part, nor reference
thereto, may be published in any document, statement or
circular, or in any communication with third parties,
without our prior written approval of the form and context
in which it will appear.
Our Reports may be shared with the REIT investors on nonreliance basis.

Limitation of Liability:

Our liability is to the Client and CMA only, and not to any
third party, and is limited in aggregate to SAR 1,000,000 per
re-valuation assignment.

Valuation Standards:

The Valuation assignment will be undertaken in
accordance with the Taqeem Regulations (Saudi Authority
for Accredited Valuers) and Royal Institution of Chartered
Surveyors Valuation – Global Standards (July 2017) (‘the
Standards”) and in conformity with the guidance notes of
the International Valuation Standards (2017 Edition).

Valuation Methodology:

The Valuation has been undertaken using the Income
Approach Method of Valuation.

Fair Value:

SAR 52,750,000
(FIFTY-TWO MILLION, SEVEN HUNDRED AND FIFTY
THOUSAND SAUDI ARABIAN RIYALS)

Indicative Depreciated
Replacement Cost (see report for
commentary):

Based on the Depreciated Replacement Cost (DRC)
approach the Value of the Property is, say:
SAR 67,000,000
(SIXTY-SEVEN MILLION SAUDI ARABIAN RIYALS)

© 2018 Jones Lang LaSalle IP, Inc. All rights reserved
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1

Property Details

1.1

Location
The Property is located in the central part of Riyadh in Sulaimaniah District.
Sulaimaniah District forms the biggest part of central Riyadh and is considered a prime
district within the city centre. Sulaimaniah District runs along King Fahd Road and is
bordered by Olaya Road to the west, Takhasussi Street to the east, Makkah Al
Mukkarramah (Khurais) Road to the south and Oruba Road to the north. Riyadh CBD,
Kingdom and Faisalyah towers are also situated within the district. The district is generally
developed with high-end residential residences supported by commercial developments.
The Property is located south of Musa Ibn Nusair Street, east of Olaya Road, north of
Prince Muhammed Ibn Abdulaziz (Tahlia) Street and west of Abdullah Ibn Sulaiman Al
Hamadan Street. The Property is bordered by Al Mughairah Ibn Ayash Street from the
north, Majashea Bin Masoud Street from the east, Ahmad Al Moaqeti Street from the south
and Ibn Al Saee Street from the west.
The Property is located approximately 1.6 km southeast of Kingdom Tower, 1.65 km
northeast of Faisalyah Tower, 1.2 km east of King Fahd Road, and 0.2 km south of Musa Ibn
Nusair Street.
The maps below show the macro and micro location of the Property.

Macro Location

Source: Google Earth Maps modified by JLL

Label
1
2
3

Location
King Khalid International Airport
Princess Norah Bin Abdurrahman University
King Abdullah Financial District (KAFD)

© 2018 Jones Lang LaSalle IP, Inc. All rights reserved

Distance (km)
27
17
8
7
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Label
4

Location
Diplomatic Quarter

Distance (km)
6

Source: JLL

Micro Location

Source: Google Earth Maps modified by JLL

1.2

Surrounding Land Uses
The surrounding area is predominantly residential with a number of compounds in the
vicinity such as: Al Rajhi Compound, Aqariyah Compound and other smaller compounds,
in addition to commercial developments along Musa Ibn Nusair Street.
Al Jazeera Supermarket is located about 150 m north of the Property. Additionally, Al
Sadhan Markets, Al Rajhi Bank (Sulaimanyah Branch) are situated 350 m north of the
Property. There a number of commercial buildings (Silicon Buildings) along Musa Ibn
Nusair Street, east of Olaya Road.
Olaya Road, south of Musa Ibn Nusair Street, comprises mainly of residential furnished
apartment buildings and retail showrooms. Centria Mall is located 950 m south west of the
Property on the intersection of Olaya Road and Prince Muhammed Ibn Abdulaziz (Tahlia)
Street. Anthurium Retail centre is located circa 500 m south of the Property close to the
intersection of Prince Muhammed Ibn Abdulaziz (Tahlia) Street and Abdullah Ibn Sulaiman
Al Hamadan Street. Localiser Mall is located circa 700 m south of the Property on the south
west corner of the intersection of Prince Muhammed Ibn Abdulaziz (Tahlia) Street and
Abdullah Ibn Sulaiman Al Hamadan Street. Coral Hotel is located 250 m north of the
Property on the intersection of Musa Ibn Nusiar Street, and Engineer Musaad Al A’Nqari
Street. Additionally, Al Aqariyah Centre and Compound is located circa 500 m north-west
of the Property. Al Meshari Hospital is located 300 m southwest of the Property. The
surrounding land uses, as seen above all, compliment the Property and this is reflected in
the occupancy and performance of the Property.

© 2018 Jones Lang LaSalle IP, Inc. All rights reserved
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Proximity to Demand Drivers and Local Landmarks
Label
1
2
3
4
5
6
7
8
9
10

Location
Al Jazeera Supermarket
Al Sadhan Markets
Al Rajhi Bank Sulaimanyah Branch
Al Meshari Hospital
Al Aqariyah Centre
Centria Mall
Olaya Towers
Localizer Mall
Kingdom Tower
Faisalyah Tower

Distance (km)
0.2
0.25
0.35
0.3
0.5
0.9
1
0.75
1.5
1.6

Source: JLL

Proximity to the Demand Drivers and Accessibility Map

Source: Google Earth Maps modified by JLL

© 2018 Jones Lang LaSalle IP, Inc. All rights reserved
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2
2.1

Property Details
Description
The Property comprises a residential compound known as Al Jazeera Compound, which
was constructed approximately 26 years ago. The Property has been constructed on two
combined plots of land, known as Plots Nos. 68 and 69 of subdivision 897 Sulaimanyah.
The combined plots have a total area of 20,758 sq m, according to the Title Deed provided
by the Client.
The compound has a rectangular shape where the common areas are mainly located at
the centre of the compound.
There are 52 residential units which comprise of 26 villas and 26 apartments. The Property
also has a shared common area which includes the following facilities: swimming pool,
coffee shop, gym, entertainment room, a tennis court that is used for basketball and
football, in addition to a squash court, 2 playgrounds, a laundry room and a shisha lounge.
We noted that the five bedrooms VIP villas have private swimming pools.
Villas benefit from the direct car access from the street and also the Property has one main
gated entrance with the security check point. The Property, however, is not provided with
the National Guard security.
We have analysed the tenancy schedule provided to us and have summarised the Net
Leasable Area (NLA)of Al Jazeera Compound below:

Schedule of Net Leasable Area (NLA)
Unit Type
Studios (small 1 Bedroom Apt.)
1 Bedroom Apartments
2 Bedroom Apartments
3 Bedroom Villas
4 Bedroom Villas
5 Bedroom Villas
5 Bedroom VIP Villas
Coffee Shop
Boxing Room
Recreation Room
Total

Number of Units
10
6
10
16
6
2
2
1
1
1
55

Net Leasable Area NLA (sq m)
600
1,092
1,104
3,528
1,836
520
800
50
50
50
9,630

Source: The Client

© 2018 Jones Lang LaSalle IP, Inc. All rights reserved
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2.2

Photographs
Property Photographs

The Property – External View

The Property – External View

The Property – External View

The Property – Internal View

The Property – Internal View

The Property – Internal View

The Property – Internal View

The Property – Internal View

The Property – Internal View

Source: JLL Inspection, December 2017

© 2018 Jones Lang LaSalle IP, Inc. All rights reserved
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3

Investigations

3.1

Nature and Sources of Information / Documentation Relied Upon
For the purposes of our initial REIT valuation in July 2017 the Client has provided us with
the following documents:
■

Title Deed;

■

Floor Plans for the units;

■

Legal Due Diligence Report (“LDD Report”) dated 21 February 2017 issued by King &
Spalding in association with the Law Office of Mohammad Al-Ammar. We note that
the LDD Report was prepared for the Client’s internal purposes only. We understand
that the Client may share the LDD Report with JLL for information purposes only and
in case of such disclosure the legal advisor assumes no responsibility to JLL. JLL has
relied on this report on the basis that the Client takes responsibility for all
information contained therein;
We confirm that the Client has formally advised us that no material changes have
occurred to legal and planning status of the Property since our previous valuations
of the Property in July 2017. We have also been advised that the Property is in the
same technical condition as of December 2017. Thus, we have relied on the above
documents in the course of this revaluation.
We, however, have also considered the following documents, which have been
provided specifically for this revaluation:

■

Tenancy Schedule for the Property as at the date of valuation;

■

Samples of lease agreements with the tenants;

■

Schedule of Operational Expenditures for the Property as at the date of valuation;

■

Current and forecasted insurance costs;

■

Property Management and Facility Management agreement.

We have relied upon the above information for the purposes of this valuation and we
have assumed that all documentation provided by the Client and their representatives is
accurate and reliable; if any such information subsequently proves to be incorrect then
we reserve the right to review our report and reconsider the valuation contained therein.

3.2

Extent of Investigations
We have reported within the extent of our expertise, on the understanding that you will
seek further specialist advice where necessary. Where we have reasons for concern, we
have raised these in this Valuation Report and caveated them accordingly. Following
subsequent detailed investigations, we reserve the right to review and amend our
valuations accordingly.

© 2018 Jones Lang LaSalle IP, Inc. All rights reserved
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4

Legal

4.1

Tenure
We have been provided with a copy of the Title Deed, the salient information of which is
summarised in the table below.

Title Deed Summary - Plot Nos. 68/69 subdivision #897
Title Number

Owner

310113048504

Saudi Economic and Development
Company for Real Estate Funds

Size
(Sq M)
20,758
sq. m

Transfer
Date (H)
15/06/1433
06/05/2012

Title Deed
(Initial)
910113048503

Source: The Client

The Property is larger than ten thousand sq m of land area. From the Legal Due Diligence
report provided to us we understood that the transfer of properties larger than ten
thousand sq m would likely require prior approval from a committee which would be
formed by the Notary Public Department. Notary Public Department have indicated to
King & Spalding that the process should not take more than one day, although it may take
in some cases 4 to 6 weeks.
For the purpose of this report, we have assumed that there are no encumbrances or
unduly onerous or unusual easements, restrictions, outgoings or conditions likely to have
an adverse effect upon the value of the Property, and we have assumed that a good and
marketable title is held, free of all mortgages, charges, encumbrances and third party
interests. We reserve the right to amend our valuation accordingly in the event the above
assumption is proven to be incorrect.

4.2

Planning and Zoning
We have not been provided with a building permit. We understand that the Legal advisor
has not either been provided with the building permit as it is not available due to the age
of the Property.
We have, however, summarised the details of building regulations for residential
properties in the surrounding area:
Use
Residential

Building Height
G + 1.5

Source: Riyadh Municipality

We have requested, but have not been provided with the Civil Defence certificate for the
Property. The Client advised that the Property does not require a Civil Defence certificate
as it is regarded as a residential compound.
Please also note that we have not been provided with the completion certificate for the
Property. From the Legal Due Diligence Report provided to us, we understood that the
Legal Advisor had not verified the compliance of the building with the construction
permits and any other requirements that may have been prescribed by the Municipality.
© 2018 Jones Lang LaSalle IP, Inc. All rights reserved
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We have not undertaken planning or building investigations. Unless advised by you, we
have assumed that the Property has received appropriate building permits / completion
certificates issued by Riyadh Municipality or that these can be obtained at no cost, and
that the Property have been constructed in accordance with all relevant regulations. We
reserve the right to amend our valuation accordingly in the event the above assumption is
proven to be incorrect.
We suggest that specialist investigations are undertaken by appropriately qualified
consultants to confirm the same, we also advise the Client secures the completion
certificate in accordance with the ‘as built’ floor plans.

4.3

Occupational Tenancy
We have received the tenancy schedule from the Client, which is summarised below:

Tenancy Schedule
Suite

Tenant

Use

NLA

Lease Start

Lease Expiry

1-Nov-17

Term
(months)
12

1-Nov-18

Passing Rent
(per annum)
320,000

1

Tenant 1

400

2

Tenant 2

3

Tenant 3

5 BR VIP with
Swimming
pool
5 BR VIP with
Swimming
pool
3 BR Villa

400

4-Aug-17

12

4-Aug-18

320,000

4

Vacant

3 BR Villa

228

1-Jun-18

12

1-Jun-19

175,000

228

Vacant

Vacant

Vacant

Vacant

5-A

Tenant 5

123

6-Aug-17

12

30-Jul-18

128,000

123

1-May-18

12

1-May-19

115,000

Tenant 7
Tenant 8
Tenant 9
Tenant 10

2 BR Apt with
Garden
2 BR Apt with
Garden
2 BR Apt
2 BR Apt
3 BR Villa
3 BR Villa

5-B

Tenant 6

5-C
5-D
6
7

123
123
228
228

18-Feb-18
15-Jun-18
15-Oct-17
10-Jul-17

6
12
6
12

17-Aug-18
15-Jun-19
8-Oct-18
10-Jul-18

120,000
100,000
205,000
195,000

8

Vacant

3 BR Villa

228

Vacant

Vacant

Vacant

Vacant

9
10
11

Tenant 12
Tenant 13
Tenant 14

3 BR Villa
4 BR Villa
4 BR Villa

228
329
329

15-Mar-18
1-Mar-18
14-Aug-17

6
12
12

15-Sep-18
1-Mar-19
14-Aug-18

190,000
207,000
181,150

12
13

Vacant
Vacant

3 BR Villa
4 BR Villa

200
228

Vacant
Vacant

Vacant
Vacant

Vacant
Vacant

Vacant
Vacant

14
15-A

Tenant 17
Tenant 18

228
123

1-Oct-17
18-Aug-17

12
12

30-Sep-18
18-Aug-18

195,000
128,000

15-B

Tenant 19

123

1-Nov-17

12

20-Oct-18

130,000

15-C
15-D
16
17
18

Tenant 20
Tenant 21
Tenant 22
Tenant 23

3 BR Villa
2 BR Apt with
Garden
2 BR Apt with
Garden
2 BR Apt
2 BR Apt
4 BR Villa
4 BR Villa
3 BR Villa

123
123
329
329
228

1-Apr-18
7-Sep-17
15-Mar-18
1-Apr-18
Vacant

12
6
12
12
Vacant

1-Apr-19
7-Sep-18
15-Mar-19
1-Apr-19
Vacant

115,000
130,000
200,000
190,000
Vacant

Vacant

© 2018 Jones Lang LaSalle IP, Inc. All rights reserved
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Suite

Tenant

Use

NLA

Lease Start

Lease Expiry

1-Jan-18

Term
(months)
12

31-Dec-18

Passing Rent
(per annum)
175,000

19

Tenant 25

3 BR Villa

228

20

Vacant

3 BR Villa

228

Vacant

Vacant

Vacant

Vacant

21

Tenant 27

5 BR Duplex

23

Vacant

4 BR Duplex

260

20-Mar-18

12

20-Mar-19

165,000

260

Vacant

Vacant

Vacant

Vacant

24
25

Tenant 29
Tenant 30

3 BR Duplex
3 BR Duplex

182
182

1-Mar-18
1-Jan-18

6
12

30-Aug-18
30-Dec-18

140,000
155,000

26

5 BR Duplex

260

1-Aug-18

12

1-Aug-19

155,000

28

Future
Lease 31
Vacant

4 BR Duplex

260

Vacant

Vacant

Vacant

Vacant

29
30
31
32
33
34

Tenant 33
Tenant 34
Tenant 35
Tenant 36
Tenant 37
Tenant 38

3 BR Villa
3 BR Villa
1 BR Apt
1 BR Apt
1 BR Apt
1 BR Apt

228
228
182
182
182
182

1-Jan-18
31-Aug-17
15-Mar-18
1-Apr-18
1-Jun-18
1-Mar-18

12
11
12
12
12
12

1-Jan-19
25-Jul-18
15-Mar-19
1-Apr-19
1-Jun-19
1-Mar-19

150,000
185,000
90,000
85,000
80,000
85,000

35

Future
Lease 39

1 BR Apt

182

15-Jul-18

6

15-Jan-19

90,000

36
37

Tenant 40
Tenant 41

1 BR Apt
1 BR Apt

182
60

1-Nov-17
19-Jul-17

12
12

1-Nov-18
10-Jul-18

95,000
77,000

38

Future
Lease 42

2 BR Apt

60

19-Jul-18

12

19-Jul-19

70,000

39
40
41

Tenant 43
Tenant 44
Tenant 45

1 BR Apt
1 BR Apt
1 BR Apt

60
60
60

20-Apr-18
1-Feb-18
1-Feb-18

12
6
12

20-Apr-19
31-Jul-18
1-Feb-19

70,000
70,000
77,000

42

Vacant

1 BR Apt

60

Vacant

Vacant

Vacant

Vacant

43
44

Tenant 47
Tenant 48

1 BR Apt
2 BR Apt

60
60

30-Aug-17
1-Jun-18

12
12

30-Aug-18
1-Jun-19

75,000
76,000

45

Future
Lease 49
Future
Lease 50
Future
Lease 51

1 BR Apt

60

1-Jul-18*

6

31-Dec-18

70,000

1 BR Apt

60

1-Jul-18*

6

31-Dec-18

65,000

1 BR Apt

60

10-Jul-18

12

10-Jul-19

70,000

48
49

Tenant 52
Cafe

1 BR Apt
Cafe

60
50

1-Aug-17
31-Dec-16

12
12

1-Feb-19
31-Dec-18

72,000
35,000

50

Vacant

Recreation
Room

50

Vacant

Vacant

Vacant

Vacant

51

Boxing
Training
Room
Total

Boxing
Training Room

50

8-Jun-17

12

1-Jun-19

20,000

46
47

9,630

5,841,150**

Source: The Client
*the Client has confirmed that as at the date of valuation, the tenants are occupying the premises at the same rental rate.
**including future contracted rents. Net passing rent as at 30 June 2018 is SAR 5,456,150 per annum (this includes rent from
Tenant 49 and Tenant 50)

We note that in many cases the Property is leased to private individuals. For the
confidentiality reasons we have not indicated the names of the tenants. Those can be
requested from the Client.
© 2018 Jones Lang LaSalle IP, Inc. All rights reserved
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It is our understanding that as at the date of valuation the rent is being paid by tenants in
1 or 2 payments per annum, five tenants pay the rent quarterly. This information is in
accordance with lease information provided to JLL from the Client. It should also be noted
that the units are let, furnished, unfurnished or indeed semi furnished.
According to the legal agreements provided to us, we understand that in addition to the
base rental rate and service deposits (SD), the tenants also cover the applicable taxes and
utility bills. This is in accordance with Clause 9.1 of the lease agreement.

4.4

Management Agreements and Operating Costs
Property and Facility Management services are provided by Al Mahmal Facilities Service
Company. The Client has provided us with the agreement, which is summarised below:
Service
Property Management Fees
Facility Management Fees
Duration

Total Amount
5% charges from the total collection per month
SAR 1,825,716
01/10/2017 to 30/09/2019.

Source: the Client

The above facility management agreement, however, covers only fixed costs. From the
information provided to us by the Client we understand that variable facility management
costs for the Property are SAR 350,000 per annum. We also understand that the insurance
costs for the Property are SAR 26,696 per annum. The landlord pays these costs.
We note that the property management fees for the Property are broadly in line with the
market, whereas facility management fees are significantly above the expected market
range, which reflects the age of the Property.
We have assumed that these costs are sustainable in the long-run and are sufficient for
normal operation of the Property, which has been confirmed by the Client. We also
understand that the above costs among other costs allow for the following: landlord’s
utility costs (common areas), sinking fund. In accordance with the lease agreements
provided to us, we understand that the tenants cover the utility bills.

4.5

Inspection and Areas
For the purposes of our valuation, we have undertaken a visual inspection of the Property
in December 2017.
We have not undertaken a measured survey of the Property. In accordance with our
General Principles presented in the signed Terms of Engagement, we have relied upon the
areas provided to us by the Client. We have assumed that these have been prepared in
accordance with local market practice. We have requested the scaled floor plans to be
provided to us together with the AutoCAD drawings and area schedules, however we have
not been provided with any of the above.
Following the above and following Client’s instructions for the initial REIT valuation, we
have utilised the areas presented to us in the official Building Permit. We recommend that
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specialists are instructed to verify the areas provided to us and should the results of such
survey differ from the areas presented to us, JLL reserves the right to consider the changes
which may result in a change of reported values within our valuation report.
We understand that the Legal Advisor has not previously verified the compliance of the
building with the construction permits and any other requirements that may have been
prescribed by the Municipality. The Client has previously instructed us there are no
material issues and JLL has no reason to anticipate any material risks. We note, however,
that there is a potential financial liability in this regard.

4.6

State of Repair
We have requested, but we have not been provided with the building condition report /
survey.
We have not been instructed to undertake a building survey and have relied on
information provided by the Client in respect of building condition. We have assumed that
there are no defects/contamination to the building or the land that will cause any concern
to a purchaser or party who has any potential interest in the property. If this is found not
to be the case then we reserve the right to amend our valuation report and the figures
contained within.
Our inspection was undertaken on a visual basis only but the Property appeared to be well
maintained since our last inspection in December 2017 and in a reasonable condition. It
should be noted, however, that the Property is becoming dated and may require future
modernisation and updating. This has been reflected in our valuation.

4.7

Environmental Contamination and Hazardous Materials
We have not been instructed to undertake a survey in this regard. Our inspection was
undertaken on a visual basis only and we did not note any obvious evidence of
contamination factors which may impact the ground conditions. Should this not be found
to be the case, our opinion of value may be affected.
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5

Competitive Set Analysis
The Property enjoys very central location and is well maintained considering its age,
however, we should note that it is relatively aged and lacks the facilities that would be
considered usual in modern Grade A compounds. Such compounds are usually much
larger and occupy larger land plots, providing more space for common areas and facilities
on their territories. The Property does not benefit from a large territory and as a result
from a wide range of facilities, so for the purpose of this valuation we have analysed a
number of compounds, which in our opinion may be directly compared to the Property in
terms of facilities provided, level of security and age. We have summarised the details on
these projects below.

Jazeera Compound Competition
Al Reem Compound

Unit Type
Studio
1BR
2BR
3BR
3BR Villa
4BR Villa

Condition
Furnished
Furnished
Furnished
Furnished
Furnished
Furnished

Rent, 2016
60,000
95,000
135,000
145,000
180,000
200,000

Al Reem Compound is located 15 km northeast of
Al Jazeera Compound in the eastern part of Riyadh,
north of Dammam Road and east of Ash Shaikh
Hasan Ibn Hussain Ibn Ali street.
Al Reem Compound comprises of studios and 203
(1 – 3) bedroom apartments with areas ranging
from 37 sq m to 157 sq m and 290 (2 – 4) bedroom
villas, with areas ranging from 137 sq m to 300 sq
m. In the table below, we have provided the rental
rates for different types of units, obtained during
our research. We have presented the data for 2016
and 2017 to reflect the reduction in prices during
the last year.
Rent, 2017 Rent, 2018
49,000
49,000
75,000
75,000
120,000
94,000 – 99,000
127,000
105,000
134,000
129,000
170,000
150,000

Al Wadi Compound / Villa Rosas (2)
Al Wadi Compound is located Al Diriyah, Riyadh.
The project was developed in 1992 on a land
site with a total area of 31,000 sq m. the project
has 98 units in total.
The compound provides the following mix of
units: 1BR apartments with an area of 60 sq m
are offered at SAR 70,000 per annum. 2BR
apartments and 2BR villas with an area of 75 sq
m and 175 sq m are offered at SAR 85,000 and
SAR 125,000 respectively. 3BR villas with an
area of 245 sq m are offered at SAR 160,000 per
annum.
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Seder Village
Seder Village Compound is located 14
km east of Al Jazeera Compound in the
eastern part of Riyadh, south of King
Abdullah Road on the intersection of
Salman Al Farsi Street and Khalid Bin
Ahmad Alsudairi Street.
Seder Village Compound comprises of
357 residential units which consist of
studios and 1BR apartments with
rental rates from SAR 75,000 to SAR
100,000, 2BR apartments with rental
rates from SAR 126,000 to SAR 132,000
and 3BR villas with rents from SAR
145,000 to SAR 152,000. Larger villas
are offered at SAR 158,000.
Arabian Homes
Arabian Homes Compound is located
north east of Al Jazeera Compound in
the north-east part of Riyadh, north of
King Abdullah Road and west of Abi
Bakr As Siddiq Road. Arabian Homes
Compound comprises of 325
residential units consisting of. 1 - 2BR
apartments with areas ranging from 78
sq m to 102 sq m are offered at SAR
115,000 to SAR 155,000 and 2 – 3
bedroom villas with areas ranging from
110 sq m to 201 sq m are offered at SAR
175,000 to SAR 275,000. We have also
presented the information on actual
offerings in the compound:
Unit Type
1 BR
2 BR
2 BR Townhouse
La Palma

Condition
Furnished
Furnished
Furnished

Rent, 2017 - 2018
115,000
155,000
160,000
The compound is located in the North
of Riyadh, just off Olaya road opposite
to Al Yamamah University. It is located
in a 15-minute driving distance from
King Abdullah Financial District.
La Palma Compound belongs to the
owner of the Al Reem compound and
comprises of studios and (1 – 3)
bedroom apartments with areas
ranging from 37 sq m to 157 sq m and
290 (2 – 4) bedroom villas. Rental rates
are similar to Al Reem; however, the
entire compound is leased to Saudi
Airlines.

Source: JLL Research
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6

Valuation Commentary and Analysis

6.1

Valuation Methodology
In arriving at our opinion of Fair Value of the freehold interest in the subject properties, we
have adopted the following valuation methodology:

Investment Method (Income Capitalisation)
The Investment Method derives Fair Value from the capitalisation of a properties net
income. The method requires a market derived projection of annual net operating income
(NOI) for a subject property based on the current and expected lease or other
arrangements and occupant profile. This stabilised Market NOI is then capitalised in
perpetuity (or lease expiry in the case of leasehold property) using a market derived
capitalization rate (Equivalent Yield) to give the Fair Value estimate with discounted
adjustments made for vacancy, over-rented and under rented situations prior to obtaining
the stabilised market NOI. Allowance is made for any capital expenditure costs required as
well as making provision for a vacancy factor with reference to historic letting experience.

6.2

Valuation Rationale
Contracted Rent
For the purposes of this valuation we have utilised the rent-roll provided to us by the
Client. The Gross Passing Rent at the Valuation Date is SAR 5,456,150 per annum.

Lease Terms and Indexation of the Contracted Rent
The Property is a residential compound, thus, following the local practice, the majority of
the lease agreements are short-term, i.e. the term of the leases does not exceed 12
months. The leases can, however, be renewed automatically and the landlord has a right
to review the rent, subject to the terms of the contract.

Current Operating Costs
We have been informed that total facility management costs (fixed and variable) as well as
insurance costs are SAR 2,202,412 per annum or say, SAR 228.7 per sq m per annum (based
on 9,630 sq m).
Property management cost vary depending on the occupancy of the Property and are
contracted at a 5% of the total collections. Based on the Gross Passing Rent of SAR
5,456,150 per annum, property management costs as at the date of valuation are SAR
272,808 per annum. Thus, the total operating costs of the Property as at the date of
valuation are SAR 2,475,219 per annum or SAR 257 per sq m per annum.
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The Client has confirmed to us that the costs presented to us are sustainable in a long run.
Current costs may appear to be at a higher end of the market range, however, they fairly
reflect the age of the Property and its condition.

Current Voids
As at the date of valuation the Property has 11 vacant units. The vacancy has increased by
4 units since December 2017. We also understand that due to the current market
conditions vacancy mainly comprises larger units. Demand for smaller units is higher and
thus almost all smaller units are leased out, whereas lettings larger units appear to be
difficult.
We have assumed a 6-month void period for the apartment units and a 9-month void
period for villa and duplex units to allow for refurbishment of these units and for
marketing period, required to find a tenant. Demand for larger units is currently weak and
we anticipate longer marketing period for larger units.
We also understand that 6 other units are leased to tenants, however, the rent
commencement date is after the date of valuation. For the purposes of our analysis we
have used the lease start dates / rent commencement dates as presented to us by the
Client.

Net Operating Income
Based on the information presented above, we understand that the current passing Net
Operating Income generated by the Property is SAR 2,980,962 per annum.

Gross Market Rent
The rates within the Property itself are usually the best indicators of the Market Rent for
this asset, as they reflect the premiums, which the tenants are ready to pay for particular
features of the compound. In case with Jazeera, we believe these are mainly: location and
small size of the compound, which guarantees privacy.
However, the market is rapidly changing and rents in the majority of the compounds are
reducing. We have had to consider the information on comparable compounds presented
above. As a result of our analysis we have applied the following Market Rents for the
unfinished units within the Property:
Unit type
5 BR VIP Villa
5 BR Duplex
4 BR Villa
4 BR Duplex
3 BR Villa
3 BR Duplex
2 BR Apt
2 BR Apt
1 BR Apt

NLA (Sq m)
400
260
329
260
228
182
123
60
182
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Unit Condition
Unfurnished
Unfurnished
Unfurnished
Unfurnished
Unfurnished
Unfurnished
Unfurnished
Unfurnished
Unfurnished

Market Rent (SAR Per Annum)
280,000
155,000
195,000
150,000
170,000
145,000
110,000
75,000
90,000
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Unit type
1 BR Apt
Cafe
Recreation Room
Boxing Training Room

NLA (Sq m)
60
50
50
50

Unit Condition
Unfurnished
N/A
N/A
N/A

Market Rent (SAR Per Annum)
70,000
20,000
40,000
20,000

Source: JLL

Based on discussions with the compound property managers in Riyadh, we have further
applied the following premiums for semi-furnished and fully-furnished apartments and
villas:
Unit Condition
Unfurnished
Semi-Furnished
Fully-Furnished

Apartment Premium, SAR / annum
0
5,000
10,000

Villas Premium, SAR / annum
0
10,000
20,000

Source: JLL

Having analysed the lettings in the Property and in the comparables, we concluded that
the Gross Market Rent for the Property is SAR 7,125,000 per annum at full occupancy.
Our analysis suggests that contracted rents are in many cases higher than the market
rents. It is likely that upon expiry of the existing leases the agreements will be renegotiated
at lower rental levels.

Market Operating Costs
We have considered the age and the condition of the Property as well as current operating
costs spent by the Client on the basis of the stabilised Market Rent. Thus, Market
Operating Costs for the Property are SAR 2,558,631 per annum. We note that the property
management fee is a reflection of the income generated by the Property.

Net Market Rent
Considering the above, the Net Market Rent for the Property is SAR 4,566,369 per annum.

Re-Letting Void
For each apartment tenant we have assumed a three-month void period after the lease
expiry to allow for a marketing period and preparation of the unit (cleaning / painting).
For each villa tenant we have assumed a six-month void period after the lease expiry dates
to allow for a marketing period and preparation of the unit (cleaning / painting).
We understand that the Property is managed efficiently and thus the landlord will start
looking for a new tenant / negotiate the lease extension before the expiry of the existing
lease. However, we have had to reflect weak demand for large units on the market.

Letting Fees
As per market practice, we have assumed that lettings will be managed by the property
management team and associated costs will form part of the annual operating expenses.
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Capital Expenditure
We have been provided with the information from the Client that there is no CAPEX
requirement for the Property.

6.3

Yield Considerations
In our valuation we have considered the following factors, which influenced our opinion of
the yield:
■

On valuation date the Property is 77% leased (by area) and vacancy is increasing over
the past months;

■

The general tenant profile is good with a number of established Arabic and corporate
tenants;

■

The Company has done some renovations to the Property and has kept it well
maintained;

■

Some tenants pay quarterly, some semi-annually and others annually in advance.
However, we have also noticed an increasing number of tenants, who pay quarterly.

■

The number of short-term contracts, i.e. less than 12 months has increased since our
previous valuation in 2017;

■

The facilities are kept in good condition, however are dated;

■

Location is very attractive to professionals who want to save time and money
commuting to Riyadh CBD;

■

The catchment is currently mid-upper income;

■

The Property is in close proximity to Al Jazeera supermarket and other retail malls, in
addition to banks, and other services;

■

There may be asset management opportunities in reducing costs and re-developing
units;

■

The new fees on expat dependents which came into force in July 2017, will also
increase living costs for expatriates. This will further lead to expats shrinking the size
of the leased units and negotiating the rents downwards;

■

Overall negative trend on the residential and specifically compound market of Riyadh
and KSA.

■

Riyadh is developing towards the northern direction and residential and commercial
clusters are shifting towards this direction.

As at the date of valuation the Property has 11 vacant units. Thus, the valuation of the
Property using the initial yield approach is difficult as the property is not stabilised. We
have analysed the income profiles for the Property from different perspectives and have
adopted the following equivalent yields: let: 8%, vacant at 8.5%. The resulting yield profile
is as follows:
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6.4

Valuation Summary
Fair Value Summary
Description
Gross Current Rent
Net Current Rent
Gross Market Rent
Net Market Rent
Initial Yield
Equivalent Yield
Reversionary Yield
Fair Value

Value (SAR)
SAR 5,456,150 pa
SAR 2,980,962 pa
SAR 7,125,000 pa
SAR 4,566,369 pa
5.7%
8.1%
8.7%
SAR 52,750,000

Source: JLL

6.5

IFRS Commentary
The guidance contained in IFRS 13 indicates that a Fair Value measurement requires an
entity to determine the following:
Item

a) The particular asset or liability that is the subject
of the measurement (consistently with its unit of
account).
b) For a non-financial asset, the valuation premises
that is appropriate for the measurement
(consistently with its highest and best use).
c) The principal (or most advantageous) market for
the asset or liability.
d) The valuation technique(s) appropriate for the
measurement, considering the availability of data
with which to develop inputs that represent the
assumptions that market participants would use
when pricing the asset or liability and the level of
fair value hierarchy within which the inputs are
categorised.

Our Approach
In this case the asset comprises the
Property described in this report on the
basis of the ownership specified.
The current use is the highest and best
use of the Property.
We consider this to be the open market
for investment assets.
We have assumed that any purchaser
acquiring the Property which is
currently income producing, would
consider it on the basis of other income
producing properties. We have
therefore adopted the Market
Approach and Income Approach.

IFRS 13 also requires a commentary to be made on the hierarchy of the inputs used in
measuring Fair Value. Due to the opaque nature of the market and the fact that properties
which are comparable to the Property are not often traded in the Saudi Arabia property
market, our valuation has been prepared using the Market Approach and Income
Approach. We have based our inputs on the most appropriate market based information
available to us. However, our model contains a number of ‘unobservable inputs’ and
should therefore be categorised within Level 3 of the fair value hierarchy.
The significant unobservable inputs adopted in our model are as follows:
■

Capitalisation rates (yields).
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7

Indicative Depreciated Replacement Cost Assessment
We have been instructed to assess the Value of the Property using the Depreciated
Replacement Cost (DRC) approach. We comment that the Depreciated Replacement Cost
Method is not the appropriate approach to value income producing assets such as the
Property.

Depreciated Replacement Cost (DRC)
This approach provides a means of assessing the Value of a property where there is no or
limited trading information and/or the assets are specialised. The approach assesses the
cost of providing a modern equivalent asset and adjusting this value to reflect the
depreciation of the asset as a result of physical or economic obsolescence. The price of
acquiring the next best alternative land is then added to the DRC to provide an opinion of
Value.
In determining the value of the land, we have adopted the Market Approach.

7.1

Land Comparables
Sulaimaniah district is a very congested area (especially around Musa Ibn Nusair Street
where the property is located) with a substantial amount of commercial developments
and residential developments along Musa Ibn Nusair Street and Olaya Road.
However, the immediate surrounding area is developed with residential properties and we
found transactions for land through the Ministry of Justice website.
Thus, when forming our opinion of the Value of the land, we had to consider the land plots
in the wider area of Olaya District / Central Riyadh. We have had discussions with local
agents, landowners and developers and used our in-house knowledge and data to
ascertain prevailing land values. We have summarised in the map and corresponding table
below similar residential land plots that have transacted or are currently available in the
local market.
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Map of Land Comparable Evidence

Source: Google Earth modified by JLL

The table below summarises the details of the comparable land plots:

Table of Land Comparable Evidence
Type

FAR/Height

Area
(Sq M)

Price
(SAR/Sq
M)

Ref

Location

1

Sulaimaniyah,
Riyadh

Residential

G+1.5

5,992

2,000

2

Sulaimaniyah,
Riyadh

Residential

G+1.5

5,940

4,211

3

Sulaimaniyah,
Riyadh

Residential

G+1.5

4,475

6,200

4

Sulaimaniyah,
Riyadh

Residential

G+1.5

660

2,424

5

Sulaimaniyah,
Riyadh

Residential

G+1.5

741

2,294

6

Sulaimaniyah,
Riyadh

Residential

G+1.5

1,600

3,000

Comments
■ Asking price.
■ It has a building on it.
■ Was offered in the market
at SAR 3,000 per sq m.
■ MoJ transaction April
2018.
■ It has a building.
■ Transaction in 2017.
■ Asking price.
■ It has a building on it.
■ Was offered in the market
at SAR 2,576 per sq m.
■ Asking price.
■ It has a building on it.
■ Was offered in the market
by SAR 2,429 per sq m.
■ Transaction in 2018.
■ It has a building on it.

Source: JLL Research

We have analysed and adjusted the comparables presented above, but we have also
considered information on the land pricing in the district and internally within JLL. Based
on the above the resultant value of the land is SAR 2,000 per sq m or say, SAR 41,500,000.
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7.2

Estimated Replacement Cost
We have analysed cost related market benchmarks in KSA to derive at our estimated
replacement cost for the Property if it were to be constructed at the valuation date. The
applied rate equals to SAR 3,900 per sq m of BUA. This rate includes professional fees,
contingency and finance costs. We have not been provided with a total Built Up Area (BUA)
of the Property, nor a building permit, we understand from the Client that the total BUA of
the Property is 16,606.00 sq. m. Considering the fact that the Property is a residential
compound, we have also applied costs associated with the landscaping and infrastructure
provision to the site. Total estimated replacement cost is therefore c SAR 77,000,000.

7.3

Depreciation
We have been provided with the completion date of the Property by the Client which
indicates the completion date was 1990. JLL are of the opinion that the life of the property
will be 40 years. Therefore, at the date of valuation the Property is approximately 28 years
old and we have accounted for this in the depreciation factor. The depreciated
replacement cost is therefore say, SAR 25,500,000.

7.4

Summary of DRC Approach
The table below summarises our assessment of the Depreciated Replacement Cost (DRC)
Approach for the Property:

Summary of DRC Approach
Description
DRC of the building, say
Land, say
Total, say

Value (SAR)
25,500,000
41,500,000
67,000,000

Source: JLL
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8

Valuation
Having regard to the foregoing, we are of the opinion that the Fair Value of the Property as
at 30 June 2018 is, say:
SAR 52,750,000
(FIFTY-TWO MILLION, SEVEN HUNDRED AND FIFTY THOUSAND SAUDI ARABIAN RIYALS)

8.1

Confidentiality and Publication
Finally, and in accordance with our normal practice we confirm that the Report is
confidential to the party to whom it is addressed for the specific purpose to which it refers.
No responsibility whatsoever is accepted to any third party and neither the whole of the
Report, nor any part, nor references thereto, may be published in any document,
statement or circular, nor in any communication with third parties without our prior
written approval of the form and context in which it will appear.
Yours faithfully

Yours faithfully

Andrey Kuzmin MRICS
Associate, Valuation Advisory MENA
Taqeem Membership no. 1220001227

Simon Brand FRICS
Regional Director, Head of Valuation Advisory MENA
Taqeem Membership no. 1220000635
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Appendix A. General Terms of Business
JLL
JLL means Jones Lang LaSalle UAE Limited (Dubai Branch) and/or any subsidiary or holding company or company
connected to Jones Lang LaSalle UAE Limited (Dubai Branch) that provides any of the services under the Agreement.
1.

When the Terms Apply
These General Terms of Business (“the Terms”) apply where JLL provides a service to a client and there is no
written agreement for the provision of that service or if there is, to the extent that the Terms do not conflict with
the terms of that written agreement. In the case of conflict between the Terms and the terms of any written
agreement, the terms of the written agreement shall prevail to the extent of the conflict. Reference in these Terms
to the agreement means the written or informal agreement that incorporates these Terms (“the Agreement”).

2.

Service level
JLL is to provide the service to the specification and performance level stated in writing in the Agreement or, if
none is stated, to the specification and performance levels that it ordinarily provides in accordance with JLL’s duty
of care as set out below. Any variations must be agreed in writing.

3.

What is not included
JLL has no responsibility for anything that is beyond the scope of the service so defined or if not defined anything
that is beyond the scope as interpreted by JLL in its sole discretion. In particular, it has neither obligation to
provide nor liability for:

4.

•

an opinion on price unless specifically instructed to carry out a valuation;

•

advice, or failure to advise, on the condition of a property unless specifically instructed to carry out a formal
survey;

•

the security or management of property unless specifically instructed to arrange it;

•

the safety of those visiting a property, unless that is specified in its instructions;

•

estimates of construction or building costs, unless it has specifically engaged a qualified cost consultant or
quantity surveyor to provide such estimates.

Duty of care and Liability
a) Duty of care
JLL owes to the client a duty to act with reasonable skill and care in providing the service and complying with
the client’s instructions where those instructions do not conflict with:
•

the Terms, or

•

the Agreement, or

•

applicable law, regulations and professional rules. JLL is not obliged to carry out any instructions of the
client which conflict with the applicable law, regulations and professional rules.

b) Liability to the client
JLL has no liability for the consequences, including delay in or failure to provide the services, of any failure by
the client or any agent of the client:
•

to promptly provide information, documentation and/or any other material that JLL reasonably requires
at any given time, or where that information, documentation or material provided is inaccurate,
misleading or incomplete. The client warrants that, where it provides information, documentation or
material to JLL, JLL is entitled to rely on its accuracy.

•

to follow JLL’s advice or recommendations.

The liability of JLL in contract, tort (including negligence or breach of statutory duty), misrepresentation or
otherwise howsoever caused arising out of or in connection with the provision of services or otherwise under
the Agreement is not limited for fraud or where its gross negligence causes death or personal injury, but
otherwise its liability:
•

is excluded to the extent that the client or someone on the client’s behalf for whom JLL is not responsible
is responsible;
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•

is excluded if caused by circumstances beyond JLL’s reasonable control;

•

excludes indirect, special and consequential losses;

•

(where JLL is but one of the parties liable) is limited to the share of loss reasonably attributable to JLL on
the assumption that all other parties pay the share of loss attributable to them (whether or not they do);
and

•

In any event and in recognition of the relative risks and benefits of the project to both the client and JLL,
the risks have been allocated such that the client agrees, to the fullest extent permitted by law, to limit the
liability of JLL to the client for any and all claims, losses, costs, damages of any nature whatsoever or
claims expenses from any cause or causes, including attorneys’ fees and costs and expert witness fees and
costs, so that the total aggregate liability of JLL to the client shall not exceed and is limited to the
professional fees received by JLL from the client.

Apart from fraud or criminal conduct, no employee of the JLL group of companies has any personal liability to
the client and neither the client nor anyone representing the client may make a claim or bring proceedings
against an employee or former employee personally
c) Liability to third parties
JLL owes no duty of care and has no liability to anyone but its client, unless specifically agreed in writing by
JLL. No third party is intended to have any rights under the Agreement unless agreed in writing.
d) Liability for others
JLL has no liability for products or services that it reasonably needs to obtain from others in order to provide
the service.
e) Delegation
JLL may delegate to a third party the provision of the service, or part of it, only where this is reasonable but
remains liable for what the third party does unless the client agrees to rely only on the third party (and the
client must not unreasonably withhold that agreement). If delegation is at the client’s specific request, JLL is
not liable for what the third party does or does not do.
The client shall effect and maintain adequate property and public liability insurance and general third party
liability insurance providing coverage for bodily injury and property damage which will either include JLL as a
joint insured or a waiver of the insurer’s subrogation rights against JLL, its employees or delegates.
f) Liability to JLL
The client agrees to indemnify JLL against all third party (including any insurer of the client) claims (including
without limitation all third party actions, claims, proceedings, loss, damages, costs and expenses) (“Claims”)

5.

•

for which the client has agreed to insure under the Agreement;

•

that relate in any way to the provision of the service except a Claim that a court of competent jurisdiction
decides or JLL acknowledges (whether or not it admits liability) was caused by the fraud, wilful default,
material breach of contract or gross negligence of JLL or of a delegate for whom JLL is responsible under
the Terms.

Delivering the service
a) Timetable
JLL is to use reasonable endeavours to comply with the client’s timetable but is not responsible for not doing
so unless specifically agreed in writing. Even then, JLL is not liable for delay that is beyond its control.
b) Intellectual property
Unless otherwise agreed in writing all intellectual property rights:
•

in material supplied by the client belong to the client.

•

in material prepared by JLL belong to JLL.

Each has a non-exclusive right to use the material provided for the purposes for which it is supplied or
prepared. No third party has any right to use it without the specific consent of the owner.
c) Confidential material
Each party must keep confidential all confidential information and material of commercial value to the other
party of which it becomes aware but it may:
•

use it to the extent reasonably required in providing the service;
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•

disclose it if the other party agrees;

•

disclose it if required to do so by law, regulation or other competent authority.

This obligation continues for a period of two (2) years after termination of the Agreement. After this period JLL
may destroy any papers or information it retained without having to provide the client with an advance notice.
Equally JLL may retain any information it must to comply with any regulation of legislation applicable to the
international JLL group of companies.
6.

Remuneration and Payment
a) Fees and Taxes
Where the fees and expenses payable for the service, or for additional or extended services requested by the
client are not specified in writing, JLL is entitled to the fee specified by the RICS or other applicable
professional body or, if none is specified, to a fair and reasonable fee by reference to time spent and
reimbursement of expenses properly incurred on the client’s behalf. Where the service is not performed in full
JLL is entitled to a reasonable fee proportionate to the service provided as estimated by JLL.
Unless specified in writing to the contrary, the client must pay any additional applicable tax as will be added
to such fees invoiced to the client.
b) Value Added Tax (V.A.T)
•

Value Added Tax (VAT.) shall mean the value added tax imposed under the applicable laws of any member
state of the Gulf Co-operation Council, or any similar tax imposed under the laws of any other jurisdiction
if applicable.

•

All payments due to JLL under the terms of this Agreement are expressed to be exclusive of VAT. Should
amounts payable under this Agreement attract VAT, the appropriate amount of such VAT shall be shown
as a separate item on the invoice issued by JLL , and the total amount payable under the Agreement by
the client shall include the amount payable for the service and an amount for VAT, if applicable. Any VAT
so chargeable shall be borne by the client and shall either be paid by the client to JLL or, if required by the
law, be self- accounted for by the client.

•

If JLL has not issued a valid tax invoice under the applicable law prior to the due date for the payment of
the consideration for the service, the client shall pay the amount of the VAT to JLL upon receipt of a valid
tax invoice from JLL.

•

The client shall indemnify and hold JLL harmless from and against any and all costs of whatever nature
and howsoever caused arising as a result of the client’s failure to pay to JLL, if required under the
applicable law, the amount of VAT shown on the tax invoice in accordance with the payment terms set out
in paragraph (1) of this sub-clause above.

•

If one of the parties to this Agreement is entitled to be reimbursed or indemnified by the other party for a
loss, cost, expense or outgoing incurred in connection with this Agreement, then such reimbursement or
indemnification shall include any VAT paid by the first mentioned party with respect to such loss, cost,
expense or outgoing unless the VAT is recoverable by that party.

c) Payment timeframe
The client agrees that in addition to all other rights and remedies of JLL if the client fails to pay all monies as
and when due in accordance with the timeframe in the Agreement, or within 30 days from the date of the
invoice if no timeframe is so agreed, JLL shall be entitled to payment of interest on overdue amounts. The
interest payable by the client shall be calculated at the rate of 12% per annum. Such interest shall accrue on
a daily basis from the due date until actual payment of the overdue amount. The client shall pay the interest
together with the overdue amount on demand. JLL will also be entitled to suspend work on the assignment
where any invoice is outstanding beyond the agreed timeframe for payment.
JLL is entitled to postpone the start of or suspend work on an assignment until its initial payment has been
received as stated in the Agreement.
7.

Communication
The client will appoint for the purpose of this Agreement a representative who will act as liaison and contact
person with JLL.
JLL may use electronic communication and systems to provide services, making available to the client any
software required that is not generally available.
A notice is valid if in writing addressed to the last known address of the addressee and is to be treated as served:
•

when delivered, if delivered by hand or through a Notary Public in the United Arab Emirates (if that is
during normal business hours) otherwise when business hours next commence;

•

two business days after posting, if posted by recorded delivery;
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when actually received, if sent by ordinary mail or fax;

•

Notice may not be given by electronic mail.
8.

Estimates, Valuations and Financial models
The client acknowledges that unless specified as such in the Agreement and in reports or deliverables prepared
by JLL, any financial estimates relating to real estate interests or assets are not opinions of value and may not be
construed as valuations.
Where valuations are provided by JLL in accordance with the Agreement, such valuations are based on
information reasonably available to JLL at the time of the valuation and its knowledge of the market. JLL will use
reasonable skill and care in providing any valuations but the client acknowledges that the valuations are
estimates only and the client further acknowledges that market conditions and assumptions may change and
reliance on valuations will be at its own risk. All such valuations are prepared in accordance with the terms,
conditions and limitations specified in the valuation report.
Financial estimates, cash flow models and valuations may be prepared using business models and software that
are the sole property of JLL. JLL has no obligation to share with the client its proprietary models.

9.

Termination
a) Termination
The client or JLL may terminate the Agreement immediately by notice to the other if the other:
•

has not satisfactorily rectified a substantial or persistent breach of the Agreement within the reasonable
period as specified in an earlier notice to rectify it;

•

is insolvent according to the laws of its country of incorporation.

b) Effect of termination on claims
Termination of the Agreement does not affect any claims that arise before termination or the entitlement of
JLL to its proper fees up to the date of termination or to be reimbursed its expenses.
In the event that the assignment is suspended or terminated by reasons outside the direct control of JLL, it
shall be entitled to retain in full all payments made or due at the date of suspension or termination, including
any initial payment.
10.

Compliance
The client is aware of JLL’s obligation to comply with prevailing anti-corruption rules, such as but not limited to
the U.S. Foreign Corrupt Practices Act (“FCPA”) and anti-money laundering provisions relevant to the contracting
parties and the client therefore warrants that it will not use money or any other consideration paid by JLL for
unlawful purposes, including purposes violating anti-corruption laws, such as make or cause to be made direct or
indirect payments to any government official in order to assist JLL or any of its subsidiaries, affiliates, holdingcompanies or anyone acting on their behalf, in obtaining or retaining business with, or directing business to, any
person, or securing any improper advantage. In addition the client warrants that it is not aware of any (potential)
breach of any relevant prevailing anti-money laundering provision.
The client declares and warrants that:
•

its members, officers and employees are not a government official(s) and does not and will not employ or
otherwise compensate or offer to compensate any government officials, or make or cause another to make
any direct or indirect offers or payments to any government officials, for the purpose of influencing or
inducing any decision for the benefit of JLL.

•

it will not employ any sub-contractor, consultant, agent or representative in connection with the
Agreement without a thorough documented examination of his person, reputation and integrity.

•

it will not employ any subcontractor, consultant, agent or representative who does not comply with the
prevailing anti-corruption rules and in case any such violation comes to its attention it informs JLL
immediately.

•

it shall not make any payment (including any offer to pay, promise to pay or gift of money or anything else
of value) to any JLL employee in connection with the solicitation or award of any services.

•

any payments client shall make to third parties related to any services related to the Agreement shall be
supported by written, detailed invoices.

•

JLL may immediately terminate the Agreement if the client violates any of the prevailing anti-corruption
laws and/or the provisions defined in this compliance clause.
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Civil servants, government employees and officials can provide certain services to JLL if the provision of such
services does not violate the conflict of interest provisions of the laws governing their position or does not involve
the use of their official position to assist JLL in obtaining or retaining business.
11.

Miscellaneous
a) Waiver
Failure to enforce any of the Terms is not a waiver of any right to subsequently enforce that or any other term
of the Agreement.
b) Severability
The invalidity, illegality and unenforceability in whole or in part of any of the provisions of the Agreement shall
not affect the validity, legality or enforceability of its remaining provisions which shall remain in full force and
effect.
c) Governing law/Arbitration
The Agreement shall be governed by, construed and interpreted in accordance with the laws of England &
Wales.
Any disputes or conflicts arising out of or in connection with the Agreement or otherwise between the parties
of the Agreement, including any question regarding its existence, validity or termination, shall be referred to
and finally reserved by arbitration in accordance with the Arbitration rules of the DIFC-LCIA Arbitration Centre,
which rules are deemed to be incorporated by reference into this clause. Arbitration shall be held in Dubai, the
United Arab Emirates and shall be conducted in English by one (1) arbitrator. An award rendered by the
arbitrators shall be final and binding on the parties, their successors and assigns. Such award shall not be
subject to appeal to any other court or body and the parties shall forthwith give it full effect.

d) Assignment and Novation
•

JLL and the client each binds itself and its partners, successors, executors, administrators, assigns and
legal representatives to the other party to this Agreement and to the partners, successors, executors,
administrators, assigns and legal representatives of the other party in respect of all covenants and
obligations of this Agreement.

•

JLL may assign, novate, sublet or transfer any right or obligation under the Agreement without the written
consent of the client. The client shall not assign, novate, sublet or transfer any right or obligation under
the Agreement without a prior written consent from JLL which consent shall not be unreasonably withheld
or delayed.

•

Sub-consultancy: Nothing contained in this clause shall prevent JLL from employing within its fee such
persons or companies as it may deem appropriate to assist it in the performance of the Agreement. JLL
shall subcontract any part of the services to a sub-consultant without the prior approval of the client.
Where the client has required JLL to appoint selected consultants as the JLL’s sub-consultants, fees owed
to those sub-consultants shall be due to JLL in addition to the JLL’s own fees.

e) Non-competition
The client herein commits not to recruit or seek to recruit to join the client or any related company any JLL
employees directly or indirectly involved in this assignment within a period of twenty-four (24) months from
the date of payment of the final invoice. If the client breaches this provision then the client agrees to pay JLL
a sum equivalent to six (6) months of the total remuneration of such employee based on his salary prevailing
at the time of the breach.
f) No partnership
Nothing contained in the Agreement shall be construed as creating a partnership or joint venture between any
of the Parties to the Agreement.
g) Corporate power
Each of the parties hereby represents and warrants to the other as follows:
•

that it is duly established and is validly existing under the laws of its incorporation;

•

that it has full corporate power and has taken on all corporate acts to enable it to effectively enter into and
perform its obligations under the Agreement.

h) Force Majeure
It is agreed that the obligations of both parties herein will be affected by an event of Force Majeure including
but not limited to, civil disturbances, riots, strikes, act of God, war, governmental decisions or any other acts
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of a similar nature which is beyond the control of either party, to be sufficient excuse for delay and nonperformance traceable to any of these causes.
i)

Conflict of Interest
If JLL becomes aware of a conflict of interest it will advise the client promptly and recommend an appropriate
course of action.

j)

Binding documents
The engagement letter or agreement instructing JLL as well as the preamble and its attachments, including
the Terms form an integral and indivisible part of the Agreement. No amendment to the Agreement shall be
valid unless executed in writing and signed by both the parties hereto. Neither party hereto may assign its
interest hereunder without the prior written consent of the other party hereto. Words importing the singular
number include the plural and vice versa. The obligations of each party shall be binding upon its heirs and
assigns. The parties hereto hereby agree and undertake to take all such steps as may be necessary to give
effect to the provisions contained in the Agreement.

k) Entire Agreement
This Agreement constitutes the entire agreement between the Parties hereto with respect to the Services and
supersedes all prior negotiations, representations or agreements related to the Agreement, either written or
oral. No amendments to this Agreement shall be effective unless evidenced in writing and signed by the Parties
to this Agreement.
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Appendix B. General Principles
Adopted in the preparation of Valuations and Reports
These General Principles should be read in conjunction with JLL’s General Terms and
Conditions of Business except insofar as this may be in conflict with other contractual
arrangements.
1

Saudi Authority for Accredited Valuers (Taqeem)
All work is carried out in accordance with the Saudi Authority for Accredited Valuers (Taqeem) and the
International Valuation Standards (“IVS”) published by the International Valuation Standards Committee
(“IVSC”) and the RICS Valuation-Professional Standards, by valuers who conform to the requirements thereof.
Our valuations may be subject to monitoring by these entities. The valuations are undertaken by currently
Registered RICS Valuers and appropriately qualified Taqeem valuers.

2

Valuation Basis
Our reports state the purpose of the valuation and, unless otherwise noted, the basis of valuation is as defined
in the “the Red Book”. The full definition of the basis, which we have adopted, is either set out in our report or
appended to these General Principles.

3

Assumptions and Special Assumptions
Where we make an ‘assumption’ or ‘special assumption’ in arriving at our valuations, we define these terms in
accordance with the “IVS” as follows:
These types of assumptions generally fall into one of two categories:
(a) assumed facts that are consistent with, or could be consistent with, those existing at the date of
valuation (“Assumption”), and
(b) assumed facts that differ from those existing at the date of valuation (“Special Assumption”).
All assumptions and special assumptions must be reasonable under the circumstances, be supported by
evidence, and be relevant having regard to the purpose for which the valuation is required.
We will not take steps to verify any assumptions.

4

Disposal Costs Taxation and Other Liabilities
No allowances are made for any expenses of realisation, or for taxation, which might arise in the event of a
disposal. All property is considered as if free and clear of all mortgages or other charges, which may be
secured thereon. However, we take into account purchaser’s costs in investment valuations in accordance
with market conventions.
No allowance is made for the possible impact of potential legislation which is under consideration. Valuations
are prepared and expressed exclusive of VAT payments, unless otherwise stated.

5

Sources of Information
Where we have been provided with information by the client, or its agents, we assume that it is correct and
complete and is up to date and can be relied upon. We assume that no information that has a material effect
on our valuations has been withheld.
In respect of valuations for loan security purposes, commissioned by a lending institution, we may also rely on
information provided to us by the Borrower or its advisors. In such cases, we have similarly assumed that all
information is correct, complete, up-to-date and can be relied upon and that no pertinent information has
been withheld.

6

Title and Tenancy Information
We do not normally read leases or documents of title. We assume, unless informed to the contrary, that each
property has a good and marketable title, that all documentation is satisfactorily drawn and that there are no
encumbrances, restrictions, easements or other outgoings of an onerous nature, which would have a material
effect on the value of the interest under consideration, nor material litigation pending. Where we have been
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provided with documentation we recommend that reliance should not be placed on our interpretation
without verification by your lawyers. We have assumed that all information provided by the client, or its
agents, is correct, up to date and can be relied upon.
7

Tenants
Although we reflect our general understanding of a tenant’s status in our valuations i.e. the markets general
perception of their creditworthiness, enquiries as to the financial standing of actual or prospective tenants are
not normally made unless specifically requested. Where properties are valued with the benefit of lettings, it is
therefore assumed, unless we are informed otherwise, that the tenants are capable of meeting their financial
obligations under the lease and that there are no arrears of rent or undisclosed breaches of covenant.

8

Measurements/Floor Areas
All measurement is carried out in accordance with either the International Property Measurement Standards
(IPMS) or the Code of Measuring Practice (6th Edition) issued by the Royal Institution of Chartered Surveyors,
except where we specifically state that we have relied on another source. The areas adopted are purely for the
purpose of assisting us in forming an opinion of capital value. They should not be relied upon for other
purposes nor used by other parties without our written authorisation.
Where floor areas have been provided to us, we have relied upon these and have assumed that they have been
properly measured in accordance with the International Property Measurement Standards (IPMS) or the Code
of Measuring Practice referred to above.

9

Site Areas
Site areas are generally calculated using proprietary digital mapping software and are based on the site
boundaries indicated to us either at the time of our inspection, or on plans supplied to us. No responsibility is
accepted if the wrong boundaries are indicated to us.

10

Estimated Rental Values
Our assessment of rental values is formed purely for the purposes of assisting in the formation of an opinion of
capital value and is generally on the basis of Market Rent, as defined in the IVS. Where circumstances dictate
that it is necessary to utilise a different rental value in our capital valuation, we will generally set out the
reasons for this in our report. Such a figure does not necessarily represent the amount that might be agreed
by negotiation, or determined by an Expert, Arbitrator or Court, at rent review or lease renewal or the figure
that might be obtained if the property or unit were being let on the open market.

11

Town Planning, Acts of Parliament and Other Statutory Regulations
Information on town planning is, wherever possible, obtained either verbally from local planning authority
officers or publicly available electronic or other sources. It is obtained purely to assist us in forming an opinion
of capital value and should not be relied upon for other purposes. If reliance is required we recommend that
verification be obtained from lawyers that:I.
II.
III.

the position is correctly stated in our report;
the property is not adversely affected by any other decisions made, or conditions prescribed, by
public authorities;
that there are no outstanding statutory notices.

Our valuations are prepared on the basis that the premises (and any works thereto) comply with all relevant
statutory regulations, including fire regulations, access and use by disabled persons, control and remedial
measures for asbestos in the workplace and any applicable bye laws.
12

Structural Surveys
Unless expressly instructed, we do not carry out a structural survey, nor do we test the services and we,
therefore, do not give any assurance that any property is free from defect. We seek to reflect in our valuations
any readily apparent defects or items of disrepair, which we note during our inspection, or costs of repair
which are brought to our attention. Otherwise, we assume that each building is structurally sound and that
there are no structural, latent or other material defects. Unless stated otherwise in our reports we assume any
tenants are fully responsible for the repair of their demise either directly or through a service charge.

13

Deleterious Materials
We do not normally carry out or commission investigations on site to ascertain whether any building was
constructed or altered using deleterious materials or techniques (including, by way of example high alumina

© 2018 Jones Lang LaSalle IP, Inc. All rights reserved

36

V8420 | Jazeera Compound, Riyadh, KSA 24 July 2018
cement concrete, woodwool as permanent shuttering, calcium chloride or asbestos). Unless we are otherwise
informed, our valuations are on the basis that no such materials or techniques have been used.
14

Site Conditions
We do not normally carry out or commission investigations on site in order to determine the suitability of
ground conditions and services for the purposes for which they are, or are intended to be, put; nor do we
undertake archaeological, ecological or environmental surveys. Unless we are otherwise informed, our
valuations are on the basis that these aspects are satisfactory and that, where development is contemplated,
no extraordinary expenses, delays or restrictions will be incurred during the construction period due to these
matters.

15

Environmental Contamination
Unless expressly instructed, we do not carry out or commission site surveys or environmental assessments, or
investigate historical records, to establish whether any land or premises are, or have been, contaminated.
Therefore, unless advised to the contrary, our valuations are carried out on the basis that properties are not
affected by environmental contamination. However, should our site inspection and further reasonable
enquiries during the preparation of the valuation lead us to believe that the land is likely to be contaminated
we will discuss our concerns with you.

16

Insurance
Unless expressly advised to the contrary we assume that appropriate cover is and will continue to be available
on commercially acceptable terms. In particular, we will have regard to the following:
Composite Panels
Insurance cover, for buildings incorporating certain types of composite panel may only be available subject to
limitation, for additional premium, or unavailable. Information as to the type of panel used is not normally
available. Accordingly, our opinions of value make no allowance for the risk that insurance cover for any
property may not be available, or may only be available on onerous terms.
Terrorism
Our valuations have been made on the basis that the properties are insured against risks of loss or damage
including damage caused by acts of Terrorism.
Flood and Rising Water Table
Our valuations have been made on the assumption that the properties are insured against damage by flood
and rising water table. Unless stated to the contrary our opinions of value make no allowance for the risk that
insurance cover for any property may not be available, or may only be available on onerous terms.

17

Outstanding Debts
In the case of property where construction works are in hand, or have recently been completed, we do not
normally make allowance for any liability already incurred, but not yet discharged, in respect of completed
works, or obligations in favour of contractors, subcontractors or any members of the professional or design
team.

18

Confidentiality and Third Party Liability
Our Valuations and Reports are confidential to the party to whom they are addressed and for the specific
purpose to which they refer, and no responsibility whatsoever is accepted to any third parties. Neither the
whole, nor any part, nor reference thereto, may be published in any document, statement or circular, or in any
communication with third parties, without our prior written approval of the form and context in which it will
appear.

19

Statement of Valuation Approach
We are required to make a statement of our valuation approach. In the absence of any particular statements
in our report the following provides a generic summary of our approach.
The majority of institutional portfolios comprise income producing properties. We usually value such
properties adopting the investment approach where we apply a capitalisation rate, as a multiplier, against the
current and, if any, reversionary income streams. Following market practice we construct our valuations
adopting hardcore methodology where the reversions are generated from regular short term uplifts of market
rent. We would normally apply a term and reversion approach where the next event is one which
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fundamentally changes the nature of the income or characteristics of the investment. Where there is an actual
exposure or a risk thereto of irrecoverable costs, including those of achieving a letting, an allowance is
reflected in the valuation.
Vacant buildings, in addition to the above methodology, may also be valued and analysed on a comparison
method with other capital value transactions where applicable.
Where land is held for development we adopt the comparison method when there is good evidence, and/or
the residual method, particularly on more complex and bespoke proposals.
There are situations in valuations for accounts where we include in our valuation properties which are owneroccupied. These are valued on the basis of existing use value, thereby assuming the premises are vacant and
will be required for the continuance of the existing business. Such valuations ignore any higher value that
might exist from an alternative use.
20

Capital Expenditure Requirement
Where buildings are undergoing works, such as refurbishment or repairs, or where developments are in
progress, we have relied upon cost information supplied to us by the client or their appointed specialist
advisors.

21

Goodwill, Fixtures and Fittings
Unless otherwise stated our valuation excludes any additional value attributable to goodwill, or to fixtures
and fittings which are only of value, in situ, to the present occupier.

22

Plant and Machinery
No allowance has been made for any plant, machinery or equipment unless it forms an integral part of the
building and would normally be included in a sale of the building.

23

Services
We do not normally carry out or commission investigations into the capacity or condition of services.
Therefore we assume that the services, and any associated controls or software, are in working order and free
from defect. We also assume that the services are of sufficient capacity to meet current and future needs.

24

Land and Building Apportionments
When instructed, we will provide apportionments between land and buildings for depreciation purposes only.
Such apportionments are not valuations and should not be used for any other purpose unless specified in the
report.

25

Portfolio Valuations
In respect of valuations of portfolios of properties, our overall valuation is an aggregate of the individual
values of each individual property. The valuation assumes, therefore, that each property would be marketed
as an individual property and not as part of a portfolio. Consequently no portfolio premium or discount has
been reflected and any consequence of marketing a range of individual properties together has also not been
reflected in our valuations. However, if adjoining or complimentary properties might achieve a higher value by
being marketed together (known as “prudent lotting”), we have reported the higher value that would emerge.

26

Plans and Maps
All plans and maps included in our report are strictly for identification purposes only, and, whilst believed to
be correct, are not guaranteed and must not form part of any contract. All are published under licence. All
rights are reserved.
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Appendix C. Fair Value
Definition and Interpretive Commentary reproduced from the IVS – International Valuation
Standards, July 2017
1.5
1.5.1

Fair Value
Fair Value is defined as:
The definition adopted by the International Accounting standards Board (IASB) in IFRS 13:

'The price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date'.
1.5.2

The guidance in IFRS 13 includes:
Overview of fair value measurement approach
The objective of a fair value measurement is to estimate the price at which an orderly transaction to sell the
asset or to transfer the liability would take place between market participants at the measurement date
under current market conditions. A fair value measurement requires an entity to determine all the following:

–

the particular asset or liability that is the subject of the measurement (consistently with its

unit of account)

–

for a non-financial asset, the valuation premise that is appropriate for the measurement

(consistently with its highest and best use)

–
–

the principal (or most advantageous) market for the asset or liability
the valuation technique(s) appropriate for the measurement, considering the availability of

data with which to develop inputs that represent the assumptions that market participants would use when
pricing the asset or liability and the level of the fair value hierarchy within which the inputs are categorised.
Copyright © IFRS Foundation. All rights reserved.
Reproduced by Royal Institution of Charter Surveyors with the permission of the IFRS Foundation®. No
permission granted to third parties to reproduce or distribute.
The references in IFRS 13 to market participants and a sale make it clear that for most practical purposes the
concept of fair value is consistent with the concept of market value, and so there would be no difference
between them in terms of valuation figure reported.
1.5.3

For more detailed guidance on the application to fair value for financial statements see VPGA 1, Valuations for
inclusion in financial statements.
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