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Executive summary
This Executive summary is a brief overview of our Valuation Report and must not be relied upon in isolation. It
is intended to be read in conjunction with the whole report and is subject to any assumptions, caveats and
comments stated within the body of this report.

Address

Qbic Building, King Abdulaziz Road, Al Ghadeer District, Riyadh, KSA

Location

The property is located just 170 meters north of the junction of King Abdulaziz Road with
the Northern Ring Branch Road in Al Ghadeer District in Riyadh. More specifically, it is
situated just across from Tala Mall and it is bounded by King Abdulaziz Road from the
east, by Tanmar Road to the north, by Wadi Rikham Road to the west and Tanduf Road
to the south. The King Abdullah Financial District (KAFD) is just 2 km to the west and the
King Khalid International Airport is 20 km north.
The wider area is mainly residential comprising local villas and apartment buildings while
commercial uses prevail on King Abdulaziz Road and Northern Ring Branch Road.

Description

The property comprises a high-end mixed-use commercial retail strip (showrooms,
shops, office units and restaurants) accommodating three buildings – A, B and C – that
are designed in a U shape. Building A includes a ground floor, a mezzanine level, first
floor and second floor. Building B and C include a ground floor, first floor and second
floor.
The property is best suited for high-end fine dining restaurants and showrooms. Many of
the restaurants have external terraces that give a high-end property feel. There is a
vehicular ramp that leads from the ground floor to the two basements. A standalone
building is located in the middle of the property just before the ramp that leads to the
basements. The property has two basement floors with a total of c. 670 parking spaces.
The basements have good air flow circulation. There are three accesses to the parking
area on the first basement floor, including the ramp.

Areas

The built up area (BUA) and the net leasable area (NLA) of the property are 42,145 sq m
and 21,253 sq m, respectively, on a land plot of 17,444.21 square meters.
Level

Built Up Area (sq m)

Basement Parking

18,744

Ground Floor

7,560

Mezzanine Floor

1,584

First Floor

8,412

Roof Floor

5,678

Standalone Building

168

Total

42,145
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Tenure

Freehold

Tenancies

The property is leased in its entirety to the Ministry of Housing for a term of 3 years from
25 February 2020 for a rent of SAR 21,613,000 per annum with no escalations.

Planning

We have been provided with a Building Permit for the property which indicates that the
property has approval to accommodate restaurants, showrooms and offices.

Valuation
considerations

•

•

•

•
•

•

•

•
•

The main benefits the subject property has are the fact it is newly constructed, and
thus should not require substantial repairs and maintenance for a few years, and
the fact that it is leased to the Ministry of Housing, which is a blue chip covenant
and very low credit risk.
The fact that the Ministry are spending substantial capital on fitting out the space
suggests there will be a high probability of the initial 3 year term being extended for
a further 3 years (6 years total) and thus we believe this is reasonable to reflect in
our valuation analysis under the special assumption scenario.
The blend of retail and commercial office space in this type of development does
not typically attract true blue chip covenants, as tenants such as large financial
companies, banks, lawyers, and corporates typically are bound by a corporate
identity and must take space in a prescribed central office tower. Therefore, we
could expect to see second tier international occupiers, local companies looking for
a good profile and able to pay a strong rent.
The property is well located, well designed and the format has proved popular with
tenants, retailers, and customers.
We consider that the head lease underwritten by the Government entity provides
security of income in difficult trading conditions. We have adopted an exit yield of
8.00% for the property.
We have assessed the market value of the property using a discounted cash flow
approach, where we have reflected the contracted triple net rent for the initial lease
term with a renewal of further 3 years, then modelled our assumption of the Market
Rent of the property assuming the Ministry vacate and the property is then available
to lease with vacant possession.
In this scenario, we have assumed a phased lease up period of 18 months on
market terms and have allowed for 5% annual structural vacancy. We have also
allowed for deduction of operating expenses. Our Estimated Rental Value is SAR
30,247,626 per annum.
We have assumed 2.00% annual inflation in our cash flows and adopted an 8.00%
exit yield and 10.00% discount rate.
There is no historical evidence regarding service charges / costs for FM per annum,
therefore we have reflected an OPEX provision of SAR 200 per sq m of net leasable
area in our valuation analysis upon expiry of the head lease to the Ministry of
Housing.
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•

Should the head lease of the building not be renewed, this valuation might be
impacted due to allowing for void periods and structural vacancy.

Valuation date

30 June 2022

Market Rent

SAR 30,247,626 per annum.

Special
Assumption

The property is currently leased to the Ministry of Housing for a term of 3 years. We have
also made a Special Assumption that this lease is renewed for a similar term.

Market Value on We are of the opinion that the Market Value of the freehold interest in the property, on
the special assumption that the head lease is renewed for an additional 3-years at a rent
Special
of SAR 20,532,350 to the Ministry of Housing, at the valuation date, is:
Assumption
SAR 266,800,000
(Two Hundred and Sixty Six Million, Eight Hundred Thousand Saudi Arabian
Riyals)
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1. Terms of engagement
Engagement of Knight Frank Spain Saudi Arabia Real Estate Valuations Company
1.1

This valuation report (the “Valuation”) has been prepared in accordance with our Terms of
Engagement letter date and our General Terms of Business for Valuation Services (together the
“Agreement”). A copy of this document is attached at Appendix 1 (along with your original instruction
for reference purposes).
Client

1.2

We have been instructed to prepare the Valuation by SNB Capital (the “Client”), as manager on
behalf of Al-Ahli REIT Fund, a real estate investment traded fund in the Saudi Stock Exchange
(Tadawul).
Valuation standards

1.3

This valuation has been undertaken in accordance with the current editions of RICS Valuation Global Standards, which incorporate the International Valuation Standards (the “Red Book”) and
Taqeem Standards. As required by the Red Book / IVS, some key matters relating to this instruction
are set out below.

Independence and expertise
Disclosure of any conflicts of interest
1.4

We confirm that we do not have any material connection or involvement giving rise to a conflict of
interest and are providing an objective and unbiased valuation.
Valuer and expertise

1.5

The valuer, on behalf of Knight Frank Spain Saudi Arabia Real Estate Valuation Company with the
responsibility for this report is Talal Raqaban MRICS, RICS Registered Valuer and Fellow member
of Taqeem. Parts of this valuation have been undertaken by additional valuers as listed on our file.

1.6

We confirm that the valuer and additional valuers meet the requirements of the Red Book / IVS and
Taqeem Regulations, having sufficient current knowledge of the particular market and the skills and
understanding to undertake the valuation competently.

1.7

We are appointed as your valuation advisors; our role is limited to providing property valuation
services in accordance with the Red Book and the terms of this Agreement.

1.8

For the purposes of the Red Book / IVS, we are acting as External Valuer.

1.9

This report has been vetted as part of Knight Frank Spain Saudi Arabia Real Estate Valuation
Company quality assurance procedures.
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Use of this Valuation
Purpose of valuation
1.10

The client has confirmed that this valuation report is required for REIT reporting to the Saudi Capital
Market Authority (CMA) for the semi-annual reporting of the market value (MV) in accordance with
Taqeem regulations (the “Purpose”). This valuation has been prepared solely for the aforementioned
purpose and may not be used for any other purpose without our express written consent.
Reliance

1.11

This Valuation has been prepared for the Client only. No other person is entitled to rely on the
Valuation for any purpose. We accept no liability to anyone for any improper or unauthorised
reliance on this Valuation.
Disclosure & publication

1.12

The Valuation has been prepared for the Client and in accordance with the Agreement which
governs its purpose and use. As stated in the Agreement, this Valuation is confidential and must
not be disclosed to any person other than the Client without our express written consent. Nor may
the whole nor any part of this valuation nor any reference thereto may be included in any prospectus,
listing particulars, published document, circular or statement nor published in any way without our
prior written approval of the form or context in which it may appear.

Limitations on liability
1.13

Knight Frank Spain Saudi Arabia Real Estate Valuation Company’s total liability for any direct loss
or damage (whether caused by negligence or breach of contract or otherwise) arising out of or in
connection with this Valuation is limited the amount specified in our Terms of Engagement, a copy
of which is attached. Knight Frank Spain Saudi Arabia Real Estate Valuation Company accepts no
liability for any indirect or consequential loss or for loss of profits.

1.14

We confirm that we hold adequate and appropriate PII cover for this instruction.

1.15

No claim arising out of or in connection with this Valuation may be brought against any employee,
director, member, partner or consultant of Knight Frank Spain Saudi Arabia Real Estate Valuation
Company. Those individuals will not have a personal duty of care to any party and any claim for
losses must be brought against Knight Frank Spain Saudi Arabia Real Estate Valuation Company.

1.16

Nothing in this Valuation shall exclude or limit our liability in respect of fraud or for death or personal
injury caused by our negligence or for any other liability to the extent that such liability may not be
excluded or limited as a matter of law.
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Scope of work
1.17

In this report we have been provided with the following information by you, your advisors or other
third parties and we have relied upon this information as being materially correct in all aspects.

1.18

In particular, we detail the following:
•
•
•
•
•
•
•

1.19

Information relating to the extent of the property.
Breakdown of units (in Excel).
Floor plans (ground floor, mezzanine, first floor, second floor, roof).
Project summary (PDF).
Copy of the title deed.
Copy of the Building Permit.
Details of the rent provisions, structure and lease length.
In the absence of any documents or information provided, we have had to rely solely upon our own
enquiries as outlined in this report. Any assumptions resulting from the lack of information are also
set out in the relevant section of this report.
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2. The Property
2.1

The property we have valued, including the inspection details, is as follows:
Property address

Inspected by

Inspection date

Qbic Building, King Abdulaziz Road, Al Ghadeer
District, Riyadh, KSA

Raoudah Albakri

23 June 2022

Location
2.2

As can be seen from the plan below, the property is located just 170 meters north of the junction of
King Abdulaziz Road with Northern Ring Branch Road in Al Ghadeer District in Riyadh. More
specifically, it is situated just across from Tala Mall and it is bounded by King Abdulaziz Road from
the east, by Tanmar Road to the north, by Wadi Rikham Road to the west and Tanduf Road to the
south. The King Abdullah Financial District (KAFD) is just 2 km to the west and the King Khalid
International Airport is 20 km north.

2.3

The wider area is mainly residential comprising local villas and apartment buildings while commercial
uses prevail on King Abdulaziz Road and Northern Ring Branch Road.

Subject Property

Source: Google Earth / Knight Frank Research
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Site
Site area
2.4

The property occupies a flat and rectangular site of approximately 17,444.21 sq m (areas taken from
client).
Site plan

2.5

The property is identified on the Google Earth map below, showing our understanding of the
boundary outlined in red as per the building permit attached in appendix 2.

Subject Property

Source: Google Earth / Knight Frank Research

Description
2.6

The property comprises a high-end mixed-use commercial retail strip (showrooms, shops, office
units and restaurants) accommodating three buildings – A, B and C – that are designed in a U shape.
Building A includes a ground floor, a mezzanine level, first floor and second floor. Building B and C
include a ground floor, first floor and second floor.

2.7

The property is well suited for high-end fine dining restaurants and showrooms. Many of the
restaurants have external terraces that give a high-end property feel. There is a vehicular ramp that
leads from the ground floor to the two basements. A standalone building is located in the middle of
the property just before the ramp that leads to the basements. The property has two basement floors
with c. 670 parking spaces. The basements have good air flow circulation. There are three accesses
to the parking area on the first basement floor, including the ramp.
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2.8

A selection of photos taken during our inspection is provided below:

Accommodation
Measurement
2.9

As agreed with the client, we have relied upon floor areas provided to us by them. No further
verification has been undertaken. This is as follows:
Floor areas
Built Up Area (BUA)

Description

BUA (sq m)

Basement Parking

18,744

Ground Floor

7,560

Mezzanine Floor

1,584

First Floor

8,412

Roof Floor

5,678

Standalone Building

168

Total

42,145
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Net Leasable Area (NLA)

QBIC Strip Mall - Floor Areas

Shop No

Floor

Type

Building

Area (sq m)

Restaurant 001

Ground

Restaurant

C

448

Terrace (Restaurant 001)

Ground

Restaurant

C

528

Restaurant 002

Ground

Restaurant

C

146

Restaurant 003

Ground

Restaurant

C

223

Restaurant 004

Ground

Restaurant

C

66

Restaurant 005

Ground

Restaurant

C

66

Restaurant 006

Ground

Restaurant

C

75

Restaurant 007

Ground

Restaurant

C

222

Restaurant 008

First

Restaurant

C

414

Terrace (Restaurant 008)

First

Rest Terrace

C

495

Restaurant 009

First

Restaurant

C

455

Terrace (Restaurant 009)

First

Rest Terrace

C

204

Restaurant 10

First

Restaurant

C

455

Terrace (Restaurant 10)

First

Rest Terrace

C

161

Shop No. 01

Ground

Shop

C

148

Shop No. 02

Ground

Shop

C

148

Shop No. 03

Ground

Shop

C

224

Showroom 001

Ground

Showroom

A

355

Mezzanine 001

Ground

SR, Mezzanine

A

146

Show Rm 002

Ground

Showroom

A

226

Mezzanine 002

Ground

SR, Mezzanine

A

116

Show Rm 003

Ground

Showroom

A

226

Mezzanine 003

Ground

SR, Mezzanine

A

116

Show Rm 004

Ground

Showroom

A

226

Mezzanine 004

Ground

SR, Mezzanine

A

116

Show Rm 005

Ground

Showroom

A

199

Mezzanine 005

Ground

SR, Mezzanine

A

100

Show Rm 006

Ground

Showroom

A

283

Mezzanine 006

Ground

SR, Mezzanine

A

173

Show Rm 007

Ground

Showroom

A

281

Mezzanine 007

Ground

SR, Mezzanine

A

173

Show Rm 008

Ground

Showroom

A

199

Mezzanine 008

Ground

SR, Mezzanine

A

100
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Show Rm 009

Ground

Showroom

A

226

Mezzanine 009

Ground

SR, Mezzanine

A

116

Show Rm 10

Ground

Showroom

A

224

Mezzanine 10

Ground

SR, Mezzanine

A

116

Show Rm 11

Ground

Showroom

A

586

Mezzanine 11

Ground

SR, Mezzanine

A

310

Shop No. 04

Ground

Shop

B

148

Shop No. 05

Ground

Shop

B

148

Shop No. 06

Ground

Shop

B

224

Restaurant 13

Ground

Rest

B

449

Restaurant 14

Ground

Rest

B

146

Restaurant 15

Ground

Rest

B

184

Restaurant 16

Ground

Rest

B

184

Restaurant 17

Ground

Rest

B

146

Restaurant 18

Ground

Rest

B

75

Restaurant 19

Ground

Rest

B

222

Restaurant 20

First

Rest

B

510

Terrace (Restaurant 20)

First

Rest Terrace

B

504

Restaurant 21

First

Restaurant

B

550

Terrace (Restaurant 21)

First

Rest Terrace

B

202

Restaurant 22

First

Restaurant

B

498

Terrace (Restaurant 22)

First

Rest Terrace

B

156

Stand Alone (1)

Ground

Stand Alone

SA

196

Restaurant 11

Second

Restaurant

C

307

Terrace (Restaurant 11)

Second

Rest Terrace

C

342

Restaurant 12

Second

Restaurant

C

225

Terrace (Restaurant 12)

Second

Rest Terrace

C

297

Restaurant 23

Second

Restaurant

B

396

Terrace (Restaurant 23)

Second

Rest Terrace

B

411

Restaurant 24

Second

Restaurant

B

297

Terrace (Restaurant 24)

Second

Rest Terrace

B

354

Office 001

First

Office

A

182

Office 002

First

Office

A

182

Office 003

First

Office

A

236

Terrace (Office 003)

First

Office, Terrace

A

75

Office 004

First

Office

A

160

Terrace (Office 004)

First

Office, Terrace

A

75

Office 005

First

Office

A

179

Office 006

First

Office

A

196
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Office 007

First

Office

A

196

Office 008

First

Office

A

176

Office 009

First

Office

A

202

Office 010

First

Office

A

313

Office 011

First

Office

A

182

Office 012

First

Office

A

180

Office (13)

Second

Office

A

119

Terrace (Office 13)

Second

Office, Terrace

A

56

Office (14)

Second

Office

A

323

Terrace (Office 14)

Second

Office, Terrace

A

444

Office (15)

Second

Office

A

126

Terrace (Office 15)

Second

Office, Terrace

A

45

Office (16)

Second

Office

A

126

Terrace (Office 16)

Second

Office, Terrace

A

45

Office (17)

Second

Office

A

323

Terrace (Office 17)

Second

Office, Terrace

A

675

Office (18)

Second

Office

A

118

Terrace (Office 18)

Second

Office, Terrace

A

57

Total

21,253

Source: Client
2.10

The valuation given does not include any chattels or contents within the property.

2.11

Copies of floor plans provided are attached at Appendix 4 and for the sake of convenience we would
list the accommodation as follows. There are three buildings – A, B and C – that are arranged in a
U shape. Building A includes a ground floor, a mezzanine level, first and second floors. Building B
and C include a ground floor, first and second floors. There is also a ground floor standalone building
in the middle of the development.

Services
2.12

No tests have been undertaken on any of the services.

2.13

We have assumed for the purposes of this valuation that mains gas, water, electricity, drainage and
telecommunications are all available to the subject property.
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Legal title
Sources of Information
2.14

We have been provided by the client with a copy of the title deed of the property, details as shown
below:
Title deed

Item

Description

Title Deed number

710120033331

Date

26/10/2014

Plot

24,25,26,27 scheme 2726

District

Al Ghadeer

Owner

Abdulaziz Bin Abdullah Bin Abdulaziz Almousa &
Abdulaziz Bin Hamad Bin Ibrahim Almesheal

Area (sq m)

17,444.21

Source: Client
2.15

A copy of the title deed is attached in Appendix 3.
Tenure

2.16

As per information provided by the client, we understand that the property is held freehold by
Abdulaziz Bin Abdullah Bin Abdulaziz Almousa & Abdulaziz Bin Hamad Bin Ibrahim Almesheal.
Covenants

2.17

We have assumed that the property is not subject to any unusual or onerous covenants, restrictions,
encumbrances or outgoings.
Tenancies

2.18

The property is currently fully leased to the Ministry of Housing on a three-year lease. The salient
terms of the lease agreement are summarised below:
Lease agreement summary

Item

Description

Demise

Commercial building and two basement floors

Lease Date

25/02/2020 (1441/07/01 Hijri)

Tenant

Ministry of Housing

Term

3 years

Land Area (sq m)

17,444.21 sq m
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Current Passing Rent

SAR 21,613,000 per annum

Rent Review

Fixed Rent

Use

Office

2.19

In the absence of a lease copy, we have assumed that normal covenants and liabilities devolve
upon the lessee. It is further assumed that there are no onerous restrictions or outgoings contained
within the lease that would impact on the valuation provided within this report.

2.20

These assumptions should be verified by your legal advisors. If they prove incorrect, any variation
may have a material impact on value and should be referred back to us for further comment.

Condition
Scope of inspection
2.21

We have not undertaken a site survey of the property.

2.22

During our limited inspection we did not inspect any inaccessible areas. We are unable to confirm
whether the property is free from urgent or significant defects or items of disrepair.
Comments

2.23

No urgent or significant defects or items of disrepair were noted which would be likely to give rise to
substantial expenditure in the foreseeable future or which fall outside the scope of the normal annual
maintenance programme. We have assumed that the building has been completed in accordance
with its planning consent to a good standard.

2.24

During the course of our inspection, the buildings appeared to be in a generally reasonable state of
repair commensurate with their age and use.
Ground conditions

2.25

We have not been provided with a copy of a ground condition report for the site. We have assumed
that there are no adverse ground or soil conditions and that the load bearing qualities of the site are
sufficient to support the buildings constructed thereon.

Environmental considerations
Contamination
2.26

Investigations into environmental matters would usually be commissioned from suitably qualified
environmental specialists. Knight Frank is not qualified to undertake scientific investigations of sites
or buildings to establish the existence or otherwise of any environmental contamination, nor do we
undertake searches of public archives to seek evidence of past activities which might identify
potential for contamination.
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Planning
Sources of planning information
2.27

We have been provided with the property’s Building Permit, the details of which are detailed below:

Summary of Building Permit

Item

Description

License number

1436/19453

Issue Date

12/10/2015

End Date

09/09/2018

Land Area (sq m)

17,426.21

Area (sq m)

38,002.60

Source: Client

Highways and access
2.28

We have assumed that there are no current highway proposals in the immediate vicinity likely to
have a detrimental effect upon the property within the foreseeable future.
Access

2.29

In reporting our opinion of value, we have assumed that there are no third party interests between
the boundary of the subject property and the adopted highways and that accordingly the property
has unfettered vehicular and pedestrian access.

2.30

We have assumed that there are no issues relating to visibility splays which may impact upon the
use or proposed use of the property.

Statutory licences & certificates
2.31

We have assumed in our valuation that all regulations, statutory licences & certificates have been
complied with.
Fire safety

2.32

We have not viewed any documents relating to the fire safety within the property and have assumed
for the purposes of our valuation that the relevant legal requirements have been fully complied with.
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3. Market analysis
Saudi Arabia market commentary
3.1

A copy of the KSA Macro Economic Overview, prepared by Knight Frank, is attached at Appendix
6.
Source of information

3.2

Our market analysis has been undertaken using market knowledge within Knight Frank, enquiries
of other agents, searches of property databases, as appropriate and any information provided to us.
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4. Valuation
Methodology
4.1

Our valuation has been undertaken using appropriate valuation methodology and our professional
judgement.
Comparative method

4.2

In undertaking our valuation of the property, we have made our assessment on the basis of a
collation and analysis of appropriate comparable transactions, together with evidence of demand
within the vicinity of the subject property. With the benefit of such transactions we have then applied
these to the property, taking into account size, location, aspect and other material factors.
Investment Method

4.3

Our valuation has been carried out using the comparative and investment methods. In undertaking
our valuation of the property, we have made our assessment on the basis of a collation and analysis
of appropriate comparable investment and rental transactions, together with evidence of demand
within the vicinity of the subject property. With the benefit of such transactions we have then applied
these to the property, taking into account size, location, terms, covenant and other material factors.

4.4

We have undertaken the valuation of the property via a discounted cash flow approach, whereby
we reflect current and potential future revenues and operational costs explicitly. We have applied
rental growth, occupancy assumptions, sinking fund provision and operating expenses in our cash
flow.

Comparable Evidence – Benchmarking
4.5

For restaurants, offices, and retail rental evidence we have analysed appropriate comparable
properties, together with evidence of demand within the market of the subject property.

4.6

For the retail component, Knight Frank has focused on properties that have similar layout,
architecture, and consumer targeting to the subject property.

4.7

We provide a summary of our comparable evidence in the map and corresponding table below.
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Subject Property

Source: Google Earth / Knight Frank Research
4.8

As shown in the map above, five properties are chosen as comparable set (retail / commercial) to
the subject property as following:

Comparable Evidence
Ref.

Development Name

Opening

Service
Charges

Occupancy%

Min (SAR per
sq m)

Max (SAR per
sq m)

1

Rubeen Plaza

Q4 2015

Inclusive

100%

1,500

2,800

2

The Zone

Q2 2019

15%

96%

2,500

3,000

3

Cordoba Boulevard

Q2 2019

10%

98%

1,500

3,000

4

Riyadh Front

Q3 2019

Inclusive

95%

1,200

3,000

5

The Boulevard

Q2 2017

Inclusive

95%

1,500

2,500

Source: Knight Frank Research
4.9

The retail benchmarks noted in the table and location map above have been assessed as the market
of relevance for the subject property. These have been included as a result of their location,
positioning, tenant mix, characteristics as well as best practices.

4.10

As a result, these benchmarks form the foundation of our analysis to ascertain the subject property’s
key performance indicators (lease rates, absorption, vacancy, etc.).
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4.11

A lifestyle centre is considered to be F&B and entertainment led retail development featuring outdoor
spaces and supporting retail elements. A number of these benchmarks have been included in our
analysis as the positioning is deemed to be a suitable fit for the subject site given the characteristics
of the site (leveraging from the King Abdulaziz branch Road).

4.12

We have used similar comparable sets around the city of Riyadh to arrive at the applied estimated
rental values (ERVs). We have gathered information from high-quality retail strips, mixed-used
projects and office developments.

4.13

We have divided the subject property into eight different categories of tenant / use. The categories
include the restaurants on the ground floor, restaurants on the first floor, restaurants on the second
floor, shops, showrooms, offices on the first floor, offices on the second floor, and the stand-alone
building. Based on our understanding of the market and the subject property, we have applied a
base rate to each of the eight categories.

4.14

We have then adjusted each unit compared to the base unit rate of each category. We have applied
a base rate of SAR 2,025 per sq m for the ground floor retail spaces, SAR 1,823 per sq m for the
first floor retail (10% discount compared to the ground floor) and SAR 1,721 per sq m for the retail
on the second floor (15% discount compared to the ground floor).

4.15

For the office component, Knight Frank has focused on properties that include non-high rise good
quality office buildings. A summary of our comparable evidence for the office component is provided
in the map and corresponding table below:

Subject Property

Source: Google Earth / Knight Frank Research
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Comparable Evidence
Ref.

Development Name

Service Charges

Occupancy%

Rent SAR Per sq m

1

Raidah Digital City

15%

100%

1,500

2

Business Gate

10%

95%

1,700

3

Granada Business Park

10%

95%

1,600

4

Riyadh Business Front

10%

96%

1,650

5

The Boulevard

-

98%

1,300 – 1,500

Source: Knight Frank Research
4.16

The property is not located within the core office CBD of Riyadh, however it comprises more than
6,000 sq m of office space, which could be attractive to small to medium sized private companies or
government entities. The parking area and the retail component is definitely an advantage and has
historically been proved to be appealing to potential tenants.

4.17

Quoting rents at Raidah Digital City are SAR 1,500 per sq m per annum, and the space offered is
prime grade A space. Raidah Digital City commands a premium to the property due to specification,
being situated in an integrated masterplan, and that there is good provision for parking with
exceptional security.

4.18

Business Gate is a low rise business park which tenanted mainly by mid to large sized businesses.
Current asking rents at Business Gate are SAR 1,700 per sq m per annum. We consider that when
comparing Business Gate to the property a discount for specification is applicable. Although the
location of the property is a better, we consider that the overall adjustment would be negative due
to grade of space, aspect, access, and that Qbic is not situated in a business park.

4.19

Granada Business Gate is a business park themed grade A office development, with headline rents
standing at SAR 1,600 per sq m per annum. The development is situated beside Granada Mall and
sits near the Eastern Ring Road. We consider that an premium for location would be applicable
against the property, although a discount for facilities, specification, access, and grade of space is
applicable.

4.20

Riyadh Business Front is situated along Airport Road, opposite Princess Noura University in a fairly
undeveloped area. Riyadh Business Front benefits from great visibility and accessibility off Airport
Road. The space offered is considered better than that offered in the property due to specification.
Overall we consider that the property would lease at a discount to Riyadh Business Front.

4.21

At the lower end of the range is The Boulevard, with headline rents ranging at SAR 1,300 to SAR
1,500 per sq m per annum. The Boulevard sits on the west side of Prince Turki Ibn Abdulaziz Al
Awwal Road and is known for its lifestyle retail offering. We consider that the office space would
command a discount for location and accessibility.

4.22

Overall Knight Frank’s research data shows that similar developments would lease at a discount to
the benchmarks shown above due to specification, location, access, and positioning.
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4.23

When forming our opinion of the base lease rates for the office space within the property, we have
made the necessary adjustments for location, accessibility, specification, and we have also allowed
for a negotiation element. We have then adjusted the base rate and have adopted a rate of SAR
1,110 per sq m for first floor offices, and SAR 1,235 per sq m for second floor offices. Further
adjustments have been made to reflect the unique size of each unit.

SWOT analysis
Strengths
•
•
•
•
•

New modern construction.
Very good visibility and access on King
Abdulaziz Road.
Very good design/layout.
Adequate number of parking spaces.
No market risk, and very limited credit risk
for the initial 3 year lease period.

Weaknesses
•

•

Opportunities
•

•

Tenant mix to compliment competitive
schemes in the wider area, e.g. fine
dining restaurants.
Subject to a head lease agreement there
is an opportunity of steady rental income
for a number of years.

Property is located across from Tala Mall,
a 22,711 sq m community mall on the
north Ring Branch (exit 5) crossing King
Abdulaziz Road.
Hayat Mall is located just 3.2km to the
south on King Abdulaziz Road.

Threats
•
•

Similar developments on vacant /
undeveloped plots in the wider area.
Retail sector performance / Saudi
population spending power.

Valuation Considerations
4.24

The main benefits the subject property has are the fact it is newly constructed, and thus should not
require substantial repairs and maintenance for a few years, and the fact that it is leased to the
Ministry of Housing, which is a blue chip covenant and very low credit risk.

4.25

The fact that the Ministry are spending substantial capital on fitting out the space suggests there will
be a high probability of the initial 3 year term being extended for a further 3 years (6 years total) and
thus we believe this is reasonable to reflect in our valuation analysis under the special assumption
scenario.

4.26

The blend of retail and commercial office space in this type of development does not typically attract
true blue chip covenants, as tenants such as large financial companies, banks, lawyers, and
corporates typically are bound by a corporate identity and must take space in a prescribed central
office tower. Therefore, we could expect to see second tier international occupiers, local companies
looking for a good profile and able to pay a strong rent.

4.27

The property is well located, well designed and the format has proved popular with tenants, retailers,
and customers.
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4.28

We consider that the head lease underwritten by the Government entity provides security of income
in difficult trading conditions. We have adopted an exit yield of 8.00% for the property.

4.29

We have assessed the market value of the property using a discounted cash flow approach, where
we have reflected the contracted triple net rent for the initial lease term with a renewal of further 3
years, then modelled our assumption of the Market Rent of the property assuming the Ministry
vacate and the property is then available to lease with vacant possession.

4.30

In this scenario, we have assumed a phased lease up period of 18 months on market terms and
have allowed for 5% annual structural vacancy. We have also allowed for deduction of operating
expenses. Our Estimated Rental Value is SAR 30,247,626 per annum.

4.31

We have assumed 2.00% annual inflation in our cash flows and adopted an 8.00% exit yield and
10.00% discount rate.

4.32

There is no historical evidence regarding service charges / costs for FM per annum, therefore we
have reflected an OPEX provision of SAR 200 per sq m of net leasable area in our valuation analysis
upon expiry of the head lease to the Ministry of Housing.

4.33

Should the head lease of the building not be renewed, this valuation might be impacted due to
allowing for void periods and structural vacancy.

Valuation Assumptions
4.34

We provide our valuation assumptions in the table below:
Valuation Assumptions
Item

Unit

Assumption

Net Leasable Area (sq m)

Sq m

21,253

Built Up Area (sq m)

Sq m

42,145

Service Charge

% of Rental Value

10%

Management Fee

% of Revenue

2%

Sinking Fund

% of Revenue

1%

Operating Costs

SAR per sq m of NLA per annum

200

Structural Vacancy

%

5%

Lease Up Period upon lease
expiry

Months

18 Months

Passing Rent

SAR per annum

21,613,000

Head Lease Renewal Year 1 - 3

SAR per annum

20,532,350

Market Rent

SAR per annum

30,247,626

Market Rent Year 4+

SAR per sq m per annum

1,423
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Item

Unit

Assumption

Terminal Yield

%

8%

Discount Rate

%

10%

Growth rate

%

2%

Market Value (SAR)

SAR

266,800,000

Valuation bases
Market Value
4.35

Market Value is defined within RICS Valuation - Global Standards / IVS as:
“The estimated amount for which an asset or liability should exchange on the valuation date between a
willing buyer and a willing seller in an arm’s length transaction after proper marketing and where the
parties had each acted knowledgeably, prudently and without compulsion.”
Market Rent

4.36

The basis of valuation for our opinion of rental value is Market Rent. This is defined in RICS
Valuation - Global Standards / IVS as:
“The estimated amount for which an interest in real property should be leased on the valuation date
between a willing lessor and a willing lessee on appropriate lease terms in an arm’s length transaction,
after proper marketing and where the parties had each acted knowledgeably, prudently and without
compulsion”.

Valuation date
Valuation date
4.37

The valuation date is 30 June 2022.

Market Value
Assumptions
4.38

Our valuation is necessarily based on a number of assumptions which have been drawn to your
attention in our Terms of Engagement letter and within this report.
Key Assumption

4.39

Whilst we have not provided a summary of all these assumptions here, we would in particular draw
your attention to the following key assumption: We have not measured the property and our
valuation calculations are based on the areas provided by the client.
Special Assumption

4.40

The property is currently leased to the Ministry of Housing for a term of 3 years, we have upon
discussion with the Client made the Special Assumption that this lease is renewed for a similar term.
This is considered reasonable due to the high capex incurred in the fit out and the likelihood to need
to amortise this fit out cost.
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Market Value on Special Assumption
4.41

We are of the opinion that the Market Value of the freehold interest in the property, on the special
assumption that the head lease is renewed for an additional 3-years at a rent of SAR 20,532,350 to
the Ministry of Housing, at the valuation date, is:
SAR 266,800,000
(Two Hundred and Sixty Six Million, Eight Hundred Thousand Saudi Arabian Riyals)
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Instruction documentation
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Building Permit
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Title Deed
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Floor Plans
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Cash Flow

Valuation Report prepared for SNB Capital │ Confidential
KF Ref: KFV377-2022 │Valuation date: 30 June 2022

Page 38

Market Research Report
Saudi Arabia GDP Growth, 2011 - 2023
•

After a year of contraction due to the pandemic, Saudi Arabia's economy resumed growth in 2021.
According to preliminary full-year data from the General Authority for Statistics (GaStat), Saudi Arabia's
real GDP grew by 3.3% in 2021, compared to a 4.2% drop in 2020, when the pandemic slowed down
most economic activities.

•

Saudi Arabia’s real GDP increased by 6.8% year-on-year in the fourth quarter, owing to strong growth
in non-oil activities which registered a growth of 6.6% over the same period.

•

Looking ahead, the rise in oil prices appears to be supporting an increase in government oil-related
revenue, which underpins Saudi Arabia's 4.8% GDP growth forecast for 2022, the highest in the region.
Saudi Arabia GDP, YoY % change

Source: Knight Frank Research, Macrobond

Saudi Arabia Oil & Non-Oil GDP and GDP Growth

•

Even with this rate of economic growth, Saudi Arabia will remain below the average growth rate of c.
5% which was recorded between 2011 and 2015.

•

While due to concerns around the new variants of COVID-19, there are material downside risks that
may still impact economic activity in Saudi Arabia, most are unlikely to come to fruition and few are
exogenous in nature.
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•

According to quarterly figures issued by the General Department of Statistics, Saudi Arabia's GDP
climbed 7% year-on-year in Q3 2021, This expansion was mostly fuelled by the oil sector, which climbed
by 9.3% year-on-year, while the non-oil sector expanded by 6.2% over the same period.
Saudi Arabia Oil & Non-Oil GDP Growth

Source: Knight Frank Research, Macrobond
Saudi Arabia, Purchasing Manager Index (PMI)
•

The non-oil private sectors are at the centre of Saudi Arabia’s Vision 2030, and the reforms launched
to bolster these sectors are already being felt widely across the economy. Indeed, Saudi Arabia’s
Purchasing Manager Index (PMI), which tracks the country’s private non-oil economy, registered a
reading of 53.9% in December 2021, representing the 16th month of expansion and business growth.

•

However, Saudi Arabia's PMI fell on a monthly basis to 53.9 in December 2021 from 56.9 in November,
the lowest figure since March. A trend underpinned by a decline in business activity amid concerns
about the spread of the new Omicron strain that has impacted customer spending.

Valuation Report prepared for SNB Capital │ Confidential
KF Ref: KFV377-2022 │Valuation date: 30 June 2022

Page 40

Saudi Arabia PMI

Source: Knight Frank Research, Macrobond
Saudi Arabia Primary Consumer Sentiment Index by Thomson Reuters / IPSOS
•

Saudi Arabia’s Primary Consumer Sentiment Index (PCSI) is a national survey of consumer attitudes
toward the current and future state of the local economy, personal financial situation, as well as
confidence in making large investments and ability to save.

•

The latest reading in November 2021 of the Primary Consumer Sentiment Index (PCSI) in Saudi Arabia,
released by IPSOS, reveals a stagnant performance from the previous month, leaving it at 65.2.

•

Saudi Arabia came in first, ahead of China, in terms of the present status of its economy, with 56%
believing it is robust. The Kingdom also ranks second internationally, with consumers (86%) saying the
country is on the right track, a 4% decrease since October 2021.
PCSI, by Thomson Reuters / IPSOS

Source: Knight Frank Research, Macrobond
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Saudi Arabia Consumer Price Index, YoY Change %
•

The Consumer Price Index (CPI) increased by 1.24% in December 2021, compared to December 2020,
higher than November 2021 (1.1%). The increase in the CPI was mostly due to higher prices for
transportation (7.2%) and food and beverages (1.1%).

•

Transport prices climbed by 7.2%, mostly owing to increasing fuel prices, which increased by 50%.
Because of their significant relative importance in the Saudi consumer basket (13.0%), transportation
expenses were the major driver of the inflation rate in December 2021. Food and beverage costs
climbed by 1.1%, owing mostly due to rise in vegetable prices (6.3%).

CPI, YoY % Change

Source: Knight Frank Research, Macrobond
Saudi Arabia Population Segmentation by Province - 2019
•

Saudi Arabia accounts for more than half of the GCC's total population and has a larger population than
any other GCC country. According to official statistics, the population count was registered at 35 million
in 2020.

•

The population segmentation by regions for 2019 shows that nearly 65% of the population of the
Kingdom is concentrated in three provinces, namely Makkah Al Mokarramah, Riyadh, and the Eastern
Province, which account for 26%, 25% and 15% of the country’s population respectively. Beyond the
year 2019, the breakdown of the KSA population by region is not available.
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Saudi Arabia Population Segmentation by Province - 2019
Riyadh

1%
2%
3%

5%

Makkah

2%
1%
2%

Al-Madinah
25%

Al-Qassim
Eastern Region

7%

Asir
Tabuk
Hail
15%

Northern Borders
Jazan
26%

4%
7%

Najran
Al-Bahah
Al-Jawf

Source: Knight Frank Research, GASTAT

Saudi Arabia Population Forecasts
•

According to official statistics, the population of Saudi Arabia is estimated to have reached 35.4 million
in 2021. The Saudi/Non-Saudi breakdown of the population for 2020 stands at 21.6 million/13.4 million
according to the same source.

•

Based on the IMF forecasts, the population of Saudi Arabia is expected to grow at a constant 2% annual
growth rate from 2020 onwards, reaching 38.3 million in 2025. A large and growing population, albeit
at a slower pace than previous years, will continue to drive demand for goods and services in the short
to medium term.

•

Saudi Arabia’s population is dominated by Saudi nationals, accounting for 62% of the population. This
implies that aggregate demand for products and services does not primarily stem from the expatriate
workforce.
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Saudi Arabia Population Evolution

Source: Knight Frank Research, IMF
Total Number of Households
•

Total number of households in Saudi Arabia is estimated at roughly 6.5 million in 2021, according to
Oxford Economics. The yearly average growth in the number of households is set to slow to 2.2% per
annum between 2021 and 2030, according to Oxford Economics, down from 2.6% between 2010 and
2021.

•

The average household size in Saudi Arabia stood at 5.51 individuals in 2021, according to Oxford
Economics. While the average household size for Saudi households stands at just over 6.0, the average
household size for non-Saudis is closer to 4 individuals. The overall average household size is set to
slightly decrease over the next years reaching 5.46 in 2030.

•

Regarding the local population, it was not unusual historically for generations of the same family to be
living in a sizeable family home. The younger generation now exhibits a desire to move away from
multi-generational household structure. Over the next decades, falling household sizes will underpin
demand for higher density development which provides smaller and more efficient units.
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Number of Households

Source: Knight Frank Research/ Macrobond, Oxford Economics
Population by Age, Nationality, and Gender
•

The population pyramid of Saudi Arabia that depicts the age structure of the Saudi population based
on the preliminary 2021 data, highlights the fact that approximately 37.6% of the population were aged
between 0 and 24 years, about 58.8% were aged between 25 and 64 years and 3.6% were aged above
65 years.

•

It is expected that population dynamics are expected to shift in Saudi Arabia over the next decades,
which will entail a significant increase in the population over 40. The over 60s age cohorts are expected
to increase by 3 times between 2021 and 2035. Despite these changing demographic profile, Saudi
Arabia will remain amongst the youngest countries in the GCC in 2030.
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Source: Knight Frank Research, Macrobond
Total Employment - KSA
•

Saudi Arabia’s total workforce was estimated at 13-Million employees in 2021, down from 13.8-Million
employees in 2017. The decrease is mostly as a result of the departure c. 750,000 expatriates from the
workforce during this period.

•

This outflow of expatriates from the workforce was triggered by a challenging macroeconomic
environment, the introduction of levies on expats in the form of fees on dependents (set to increase
every year on an incremental basis until 2020), and the implementation of a plan restricting employment
in certain sectors to Saudi Nationals in order to promote and increase Saudization.

•

Saudi Arabia’s employment CAGR is set to slow to 1.6% per annum between 2021 and 2030, according
to Oxford Economics, down from a CARG of 3.6% between 2010 and 2021.
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KSA, Employment

Breakdown of Employment by Economic Sector – KSA
•

Currently, the consumer services, industrial sectors and public services are the largest employment
sectors in Saudi Arabia, accounting for 33.7%, 28.8% and 20.3% of total employment in 2021,
respectively. This is expected to remain roughly unchanged over the coming ten years.

Source: Knight Frank Research, Macrobond
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Employment YoY Change%
•

Employment growth in Saudi Arabia is set to decelerate to 1.6% per annum between 2021 and 2030
down from 3.6% between 2010 and 2021 according to Oxford Economics estimates.

•

Total employment declined by -6.34% in 2018 due to outflows of expatriates from the workforce.
However, this trend has reversed in 2019 where total employment increased marginally by 1.31%.

•

The exodus of expat workers from Saudi Arabia in 2020, due to the economic fallout from COVID-19
and the oil price shock, has accelerated a shift in the labour market, resulting in a 0.2% decline in
employment growth in 2020. However, this trend has reversed again in 2021 where total employment
increased marginally by 0.5%.

•

Looking forward, employment growth is expected to remain supported by the various initiatives aimed
at boosting youth, women and Saudi nationals’ participation in the workforce. In the short to medium
term, this will be balanced by rising pressures on the expat labour market resulting from the impact of
government fees and Saudization plans on non-Saudi employment figure.
Employment, YoY % Change

Source: Oxford Economics, Macrobond
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KSA average household disposable Income in SAR
•

Household income is a key determinant of affordability and consumer spending patterns.

•

Average household personal disposable income in Saudi Arabia stood at c. SAR 227,000 in 2021.
Between 2010 and 2021, the average household personal disposable income increased at a CAGR of
3.3%. It is expected that this growth momentum will slowdown to 1.9% between 2021 and 2030, as
highlighted in the adjacent graph.

Household Disposable Income

Source: Oxford Economics, Macrobond
KSA number of household by income bands (as a & of total households)
•

The number of households in Saudi Arabia currently (2021) stands at approximately 6.5 million and is
expected to grow to 8 million by 2030.

•

In 2021, 49.6% of households in KSA were within income bands above USD 35,000 and this share is
expected to marginally decrease going forward, reaching 49.4% in 2030.

•

50.6% of households had incomes less than USD 35,000, and this share is likely to stay largely stable
over the next decade.
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Household, By Income Band

Source: Oxford Economics, Macrobond
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