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Overview:

Al Masha’ar REIT is a Shariah-compliant closed-ended real estate investment-traded fund. 
The fund operates in accordance with the Real Estate Investment Funds Regulations and 
the Instructions for Real Estate Investment Traded Funds issued by the Capital Market 
Authority. The fund was listed on Tadwaul (Saudi Stock Exchange) in January 2018, and its 
units are traded in accordance with the rules and regulations of Tadawul. The term of the 
fund is (99) years from the date of listing, and the size of its initial assets is SAR 
572,400,000. 

The Fund originally had acquired three hotel towers in Makkah, as shown below: 

Eskan Tower (4), a hotel in Al-Aziziyah district in the city of Makkah, 5.5 km east of the 
Holy Haram. It is basically a hotel tower for the housing of pilgrims and Umrah performers, 
and it can be operated throughout the year according to tenant's desire.

Eskan Tower (5), a hotel in Ash Shishah district of Makkah on the Hajj Road, about 3.5 km 
from the Holy Haram, 4.5 km from Mina, and 2 km from Jamarat. It is considered a hotel 
tower for "housing of pilgrims and Umrah performers, and it can be operated throughout 
the year according to tenant's desire.

Eskan Tower (6), a hotel in the northern Al-Aziziyah neighborhood, Al-Masjid Al-Haram 
Street, opposite to Hyper Bin Dawood Al-Aziziyah markets in the city of Makkah.

During March of 2021, The Fund additionally acquired a property known as “i-Offices” in 
the City of Riyadh situated in the district of Rabeea, the acquisition price was 135 million 
SAR and was fully financed from Shariah Compliant loan facility. The financial impact of the 
deal is expected to be positive in general, which will be reflected in the results of the fund 
during the year 2021 AD. 

The Fund Manager intends to include additional information about this new property in the 
2021 Annual Report of the Fund. 

Fund Manager:

The fund is managed by Muscat Capital, single shareholder closed joint stock company 
(CJSC) licensed by the Capital Market Authority (CMA) as an "Authorized Person" under 
Authorization No. (08096-37).

Muscat Capital is a full-service investment firm based in Riyadh, Saudi Arabia, that offers a 
comprehensive range of financial services to individual, institutional and corporate clients 
including asset management, investment banking services, brokerage services, custody 
services. The investment team at Muscat Capital includes professionals with different 
experiences in areas of asset management and investment banking. 

Executive Summary

Name & Address:

Fund Manager

Fund Manager Address

Tel.

Fax

Website

Email

Muscat Capital

Tamkeen Tower - 11th floor, King Fahad Road, P.O. 
64666 Riyadh 11546, Kingdom of Saudi Arabia

www.muscatcapital.com.sa

+966 11 279 9525

+966 11 279 9515

AM@muscatcapital.com.sa
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Investment & Strategy Objectives:

The primary objective of the fund is to provide investors with regular income by investing 
in structurally developed and income-generating real estate assets located in the cities of 
Makkah and Madinah with a minimum of %55 of the fund’s total assets according to the 
latest terms and conditions. The Fund also can invest outside the cities of Makkah and 
Madinah, with a maximum of %45 of the fund’s total assets, and it may invest in real 
estate assets outside the Kingdom of Saudi Arabia with a maximum of %25 of the fund’s 
total assets. 

The Fund pays out dividends twice a year in the months of January and July (on a 
semi-annual basis) with an annual cash dividend of no less than %90 of the fund’s annual 
net profits, excluding capital gains resulting from the sale of the underlying real estate 
assets and other investments that may be reinvested for the purpose of acquiring 
additional assets or renewal of the fund's existing assets. In the absence of a suitable 
investment opportunity within 6 months from the date of selling an asset or assets, the 
net proceeds of the sale will be distributed to the units holders.

Since the Fund will primarily invest in developed and ready-to-use real estate assets, it 
may also invest no more than %25 of the total value of the fund's assets in each of the 
following: 

Usufruct rights.

Real estate development, whether or not the real estate is owned by the Fund.

Cash and cash equivalents, units of investment funds licensed by the Capital Market 
Authority, shares of real estate companies listed on the Saudi Stock market 
"Tadawul".

Renewal and redevelopment of real estate.

Real estate repurchase agreements.

The Fund will not invest in white lands.

1.

2.

4.

5.

3.
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a)  Investment Fund information:

Al Masha’ar REIT is a Shariah-compliant closed-ended real 
estate investment-traded fund. The Fund is subject to the 
Kingdom of Saudi Arabia applicable laws and regulations. The 
fund operates in accordance with the Real Estate Investment 
Funds Regulations and the Instructions for Real Estate 
Investment Traded Funds issued by the Capital Market 
Authority (CMA).

The Fund pays out dividends twice a year in the months of 
January and July (on a semi-annual basis) with an annual cash 
dividend of no less than %90 of the fund’s annual net profits, 
excluding capital profits resulting from the sale of real estate 
assets and other investments that may be reinvested for the 
purpose of acquiring additional assets.

The percentage of profits distributed to unitholders shall not 
be less than %90 of the fund's annual net profits.

The Fund manager uploads the reports to the unitholders on 
the Muscat Capital Company website and Tadawul website. 
The Fund manager ensures that the fund’s reports are 
available upon request and without charge.

Fund’s Name 
& Type

Dividend Distribution 
Policy & Timing

Targeted Distributions

Report Availability

Investment Goals The main objective of the fund is to provide current income to 
investors by:

Investing in income-generating real estate in the cities of 
Makkah and Madinah, at an allocation rate ranging 
between (%100 - %55) of the total value of the fund's 
assets.
Investing in income-generating real estates in all the 
Kingdom of Saudi Arabia cities (with the exception of the 
cities of Makkah and Madinah), with a maximum of %45 
of the total value of the fund's assets.
The fund may invest in income-generating real estate 
assets outside the Kingdom of Saudi Arabia, with a 
maximum of %25 of the total value of the fund’s assets.
Since the fund will primarily invest in developed and 
ready-to-use real estate assets, it may also invest no more 
than %25 of the total value of the fund's assets in each 
of the following:

Usufruct rights.
Real estate development, whether or not the real 
estate is owned by the Fund.
Cash and cash equivalents, units of investment funds 
licensed by the Capital Market Authority, shares of real 
estate companies listed on the Saudi Stock market 
"Tadawul".
Renewal and redevelopment of real estate assets.
Real estate repurchase agreements.

The Fund will not invest in white lands.

1.
2.

4.

.53.
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Description of the Real Estate Assets Portfolio
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1) The Assets in which the Fund Invests:

The Fund owns three hospitality properties which are Eskan 4, Eskan 5, and Eskan 6, all of 
which are located in Makkah, with a total capacity of 5,130.00 beds established for the 
accommodation and service of pilgrims and Umrah performers. The Kingdom receives 
about 10 million pilgrims and Umrah performers every year and the government targets 
increasing the number of Umrah performers from abroad to 15 million in 2022 and 30 
million in 2030. It also aims to increase the number of pilgrims from one million eight 
hundred thousand to 5 million pilgrims in 2030, which makes Makkah one of the most 
attractive hotel markets in the world. Targeting this sector allows the Fund to obtain 
periodic income and grow the invested capital.

Allocation of the Real Estate 
Portfolio by Sector:

Allocation of Value by Property: 
Eskan 4 Tower:

Eskan 5 Tower: Eskan 6 Tower:

%100

Hospitality

%35%32

%33

Annual Report December 2020
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ESKAN 4 Tower:

The property is currently used as a 
residential tower for pilgrims and Umrah 
performers under the name (ESKAN 4)

Location: Makkah 

The tower includes 450 rooms to host 
pilgrims and Umrah performers throughout 
the year.

Acquisition Price:  190,000,000

The tower is located in Al-Aziziyah district, 
5.5 km east of Al Haram.

The net return of acquisition:  %6.75

The property consists of a basement, a 
ground floor, a mezzanine, and four floors 
for services and 17 floors, in addition to 
the roof.

Number of tenants: one tenant

The tower contains 4 commercial 
showrooms.

The property value to the total fund value: 
%33

The property is subject to a five-year 
rental guarantee in the form of promissory 
notes.

Acquisition Date: Dec 2017

Average market value:  190,000,000

Occupancy rate:  %100

The property rent percentage to the total 
rents of the fund: %33.19

صندوق المشاعر ريت     التقرير السنوي ديسمبر ٢٠١٩
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ESKAN 5 Tower:

The property is currently used as a 
residential tower for pilgrims and Umrah 
performers under the name (ESKAN 5).

Location: Makkah 

The tower includes 428 rooms to host 
pilgrims and Umrah performers throughout 
the year.

Acquisition Price: 182,400,000

The tower is located in Ash Shishah district 
of Makkah on the Hajj Road, about 3.5 
km from the Holy Haram, 4.5 km from 
Mina, and 2 km from Jamarat.

The net return of acquisition:  %6.75

The property consists of a basement, a 
ground floor, a mezzanine, three floors for 
services and 9 floors, in addition to the 
roof.

Number of tenants: one tenant

The tower contains 4 commercial 
showrooms.

The property value to the total fund value: 
%32

The property is subject to a five-year 
rental guarantee in the form of promissory 
notes.

Acquisition Date: Dec 2017

Average market value:  190,000,000

Occupancy rate:  %100

The property rent percentage to the total 
rents of the fund:  %31.87
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ESKAN 6 Tower:

The property is currently used as a 
residential tower for pilgrims and Umrah 
performers under the name (ESKAN 6).

Location: Makkah 

The tower includes 255 rooms to host 
pilgrims and Umrah performers throughout 
the year.

Acquisition Price: 200,000,000

The tower is located in the northern 
Al-Aziziyah neighborhood, Al-Masjid 
Al-Haram Street

The net return of acquisition:  %6.75

The property consists of a basement, a 
ground floor, a mezzanine, three floors for 
services and 12 floors, in addition to the 
roof.

Number of tenants: one tenant

The tower contains 5 commercial 
showrooms.

The property value to the total fund value: 
%35

The property is subject to a five-year 
rental guarantee in the form of promissory 
notes.

Acquisition Date: Dec 2017

Average market value:  190,000,000

Occupancy rate:  %100

The property rent percentage to the total 
rents of the fund: %43.94
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The Fund’s Performance
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%0% 100

Percentage of non-leased real estatePercentage of leased real estate

2) Comparison Table covering the last three financial years:

3) Performance record covering the following:

a) Total return for one year, three years, and five years (since inception):

-9.52% Total return for one year

-1.00%Total return for three years

N/ATotal return for five years

-1.00%Total return since inception

-9.52%2020

4.24%2019

4.30%2018

N/A2017

RateYear

ReturnYear

b) The annual total return for each of the past ten financial years, (since inception):

The Fund’s net asset value

The Fund’s net asset value per unit

The highest net asset value of the Fund per unit

The lowest net asset value of the Fund per unit

The number of units issued at the end of the 
financial year

The value of distributed dividends per unit

Expenditure ratio (Excluding impairment charges)

501,646,098

8.76

9.59

8.76

57,240,000

0.36

%1.75

 2020
578,795,553

10.08

10.12

10.08

57,240,000

0.52

%2.53

 2019
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c) Costs of services, commissions and fees:

Management fees

Custodian fees

Sharia Supervisory Board fees

Other expenses

Compensation for independent Board members
Auditor's fees

Real estate insurance fees

REITs - Fees for managing unitholders' records
REITs - annual listing fee
Admin fee

Depreciation expense

VAT expenses

Total expenses

Total expenses ratio (including finance charges)

1,166,261

175,000

37,500

168,861

20,000

35,500

17,185

400,000

168,862

281,436

6,918,818

52,569

9,441,992

Dec 2020Services, commissions and fees

The fund manager acknowledges exemption or reduction in any fees due to certain circumstances:
On July 8 ,2020, the Fund Manager approved to temporarily suspending charging fund management fees, which amount 
to %1 of the fund’s net assets value, starting from March 15  ,2020 until the rents are collected for any of the 
properties, due to the non-collection of rental income for that period and in line with the interest of the unitholders.
The Fund manager acknowledges that there were material changes during the meant period that affected the 
Fund’s performance:

On January 13 ,2020, the Fund manager announced the distribution of profits to unitholders of Al Mashaar REIT for 
the period from 2019/07//01 to 2019/12/31, and the total dividends’ amount was SAR 14,882,400.
On April 7 ,2020, the Fund manager made an addendum announcement regarding a subsequent announcement 
that was made on December 2019 ,30, to clarify that there will be an extension on the initial agreement period to 
acquire warehouses in the city of Riyadh, Saudi Arabia, which was signed on December 2019 ,30, for the amount 
of SAR 129,150,000. The period was extended three months from March 2020 ,30.
On April 7 ,2020, the Fund manager announced that he had received a notification from the tenant requesting to 
waive the due rents as of March 2020 ,1, in relation to the preventive precautionary measures issued by the relevant 
government agencies to prevent the spread of COVID19-. On April 2020 ,8, this announcement was followed by 
an announcement by the Fund manager to discuss the matter with the tenant and reach an agreement that is in the 
interest of all parties.
On May 21 ,2020, the Fund manager announced, subsequent to the request of ESKAN Housing company to waive 
the due rents, starting from March 2020 ,1, that he had decided on:

Payment of the due rent for the period (2020/01/01 to 2020/14/03) in the amount of SAR 7,727,400,00 
in addition to %5 VAT in the amount of SAR 386,370.00.
Approval of the tenant’s request to postpone payment of the rent due for the period from (2020/15/03 until 
2020/30/06), provided that it is paid after the rent is evaluated at the end of June.
With the exception of the exception granted for the above period (2020/15/03 until 2020/30/06), the 
current lease agreements signed between the Fund manager and ESKAN company for the three towers are fully 
effective and enforceable, including obligations towards the parties and the rest of the items.

On July 2 ,2020, the Fund manager announced that he had received a notification from the tenant, requesting to 
re-evaluate the rent due for the second instalment for the year 2020. This is in relation to the government decision 
issued by the Hajj Ministry on Shawwal 1441 ,22 AH, which includes restricting the Hajj this year to a very limited 
number and on the scale of domestic pilgrims, with the continuation of the suspension of Umrah as a result of 
precautionary measures taken to deal with the repercussions of the emerging COVID19-.
On July 8 ,2020, the Fund manager announced the suspension of the calculation of management fees for the fund, 
amounting to %1.00 of the fund’s net assets value, due to the suspension of Hajj and limiting it t a few numbers 
of internal pilgrims. The suspension of fees will start from the date of postponing the payment of the due rent for 
the period from 15 March 2020 until the rents are collected for any of the properties.
On November 19 ,2020, the Fund Manager announced that, after conducting an evaluation of the real estate 
market in Makkah and an internal study of the financial statements and the financial information provided by the 
tenant, announced his decision to exempt the tenant from the due amount of rent for the period from March ,15 
2020 until December 2020 ,31.
On December 16 ,2020, the Fund manager announced that he had received a letter on December 2020 ,15, from 
the tenant of ESKAN Tower 5, which included his unwillingness to renew the lease contract concluded with the Fund 
in accordance with the lease contract, which stipulates that the tenant has the right to cancel the contract after a 
period of four years from the start date of the lease period on December 2017 ,27 (the initial period), according to 
what is stipulated in the lease contract. “The parties have the right to cancel the lease after the initial period, 
provided that reasonable notice is given one year (365 calendar days) before the end of the initial period ...”, hence 
the end of the contract will be next year, on December 2021 ,27. Accordingly, the Fund manager studies and 
evaluates available options for the property (ESKAN Tower 5) in accordance with the interest of the Fund unitholders.
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Section IV

The Fund's Board of Directors Report



The Fund's Board of Directors met on May 2020 ,11 and discussed the following topics:

Eskan for Real Estate Investment & Development Company requested to stop rent payment from March ,1 
2020, due to the situation resulting from the COVID19- pandemic and the suspension of Umrah. Muscat 
Capital responded by requesting the payment of %50 of the then due amount and the review of due rent at 
the end of June 2020. Due to lack of response from Eskan, Muscat Capital requested Eskan to pay the full 
amount.

Following that Eskan reiterated the request and the appointment of evaluator at the end of June 2020 to 
assess the remaining period of the lease. Muscat Capital appointed 3 legal advisors to look into the matter. All 
agreed that the due rental amounts after the end of COVID19- pandemic are not negotiable and the terms 
of the original rental agreement shall remain in effect.

Agree on the remaining lease period until the end of the COVID19- pandemic in a manner acceptable to both 
parties, and in the worst circumstances, stop the payment of rent until the re-granting of visas for pilgrims and 
the resumption of Umrah.

Regular updates of real estate owned by the Fund.

Commitment and compliance with regulations to achieve strategic goals and improve opportunities.

Follow up on the Fund’s performance.

Approval of the appointment of the auditor, Al-Bassam and Al-Nimr Chartered Accountants for the year 2020.

Approval of the appointment of Muscat Capital as the managing director of Al Masha’ar REIT Fund for the year 
2020.

Approval of the appointment of Riyadh Capital as the Fund custodian for the year 2020.

Approval of the appointment of (Meethaq Islamic Banking) as the Sharia reviewer of the Fund for the year 
2020.

Approval of the appointment of (Eskan for Real Estate Investment & Development) as property manager for 
the year 2020.

The Fund's Board of Directors met on September 2020 ,22 and discussed the following topics:

Discuss the renting issue of Eskan for Real Estate Investment & Development. The Board members indicated 
their willingness to allow non-payment of the rent during the Covid19- period, subject to the tenant handing 
over the necessary financial due diligence information. The Board members also agreed to a grace period of 90 
days following the resume of Hajj & Umrah before resuming rent collection.

Regular updates of real estate owned by the Fund.

Commitment and compliance with regulations to achieve strategic objectives and improve opportunities.

Follow up on the Fund’s performance.

Approval of the appointment of the auditor, Al-Bassam and Al-Nimr Chartered Accountants for the year 2021.

Approval of the appointment of Muscat Capital as the managing director of Al Masha’ar REIT Fund for the year 
2021.

Approval of the appointment of Riyadh Capital as the Fund custodian for the year 2021.

Approval of the appointment of (Meethaq Islamic Banking) as the Sharia reviewer of the Fund for the year 
2021.

Approval of the appointment of (Eskan for Real Estate Investment & Development) as property manager for 
the year 2021.

Approve the Fund’s semi-annual financial statements.

The decisions approved by the members of the Fund’s board of directors are as follows: 

Approval of the distribution of dividends for the second half of 2019 to the Fund’s unit holders, on January ,13 
2020.

Approval of the Fund’s financial statements for the year 2019 on February 2020 ,26.

Approval of the appointment of the office of Baker MacKenzie as a legal advisor to the Fund on May 2020 ,4.

Approval of the tenant’s proposal to postpone the payment of the rent due for the period from (2020/15/03 
until 2020/30/06), provided that it is paid after the rent is evaluated at the end of June on May 2020 ,21.

Agree on July 2020 ,8 to temporarily suspend the calculation of fund management fees, which amount to 
%1.00 of the Fund’s net assets value, starting from March 2020 ,15, until the rents are collected for any of 
the properties.

Approve the resignation of the Chairman of the Fund's Board of Directors, Mr. Khalifa bin Abdullah bin 
Muhammad Al-Hatami (non-independent member), as of November 2020 ,8.

Approve the appointment of Mr. Ahmed bin Abdullah bin Ahmed Al Busaidi (non-independent member) as 
Chairman of the Board of Directors of the Fund, as of November 2020 ,23.

Approve the update Fund’s terms and conditions on December 2020 ,10

Approve the exemption granted to Eskan for Real Estate Investment & Development Company from the 
amount of rent due for the period from March 2020 ,15 to December 2020, on November 2020 ,18.

Approve the distribution of profits for the first half of 2020 to the Fund’s unitholders, on July 2020 ,15.

The Fund manager reports that there are no special commissions received by the Fund manager during the period.
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Section V

Risk Assessment Report



Risk Factors:

All of the Fund’s properties are located in Makkah; this makes the Fund’s assets exposed to more 
risks of real estate concentration in one city.

The hotels and housing for pilgrims and Umrah performers share represents %100 of the real 
estate owned by the Fund. This exposes the Fund to the risks associated with the hospitality 
sector.

All properties are rented by one lessee, which is Eskan for Real Estate Investment & Development 
Company, and since all the rental income of the Fund, amounting to SAR 38,637,000, is from 
the same tenant, and in the event that a notice has been submitted by the tenant to the Fund 
during the coming years. This may expose the fund to the risk of insufficient cash flow.

Other potential risks include changes in tax and statutory regulations. This includes imposing a 
value-added tax of %5. This may apply to Fund fees and service costs.

REIT funds are greatly affected by the changes in interest rates (if any) due to the resulting 
increase in the cost of financing and may significantly reduce the attractiveness of the REIT as a 
viable investment tool.

The private commercial sector of the Fund may be affected by many factors such as epidemics 
and infectious diseases, which forces the state to implement precautionary curfew on cities.

Risk Management:

The Fund is managed by an experienced team with a proven track record in managing assets and 
investment funds.

The Fund aims to acquire income-generating real estate in the main cities of the Kingdom of 
Saudi Arabia.

The Fund aims to diversify investments to include all commercial sectors such as hospitality, 
commercial, educational and health sectors.

The Fund seeks to improve the performance of assets for a certain level of risk.

The Fund’s assets are leased to high-net-worth tenants. And they have low risk of defaulting on 
rents. The Fund has also obtained promissory notes as security for the collection of rents.
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Disclaimer

Muscat Capital Company, its directors, employees, or 
subsidiaries do not make any guarantees, undertakings or 
commitments, whether explicit or implicit, and does not bear 
any legal responsibility, direct or indirect, for the accuracy, 
completeness or benefit of any information contained in this 
material. This material is not intended to be used or considered 
as advice or a selection for any activity that may occur in the 
future. And unless it is stipulated otherwise, it is imperative not 
to copy the information contained in this material in whole or 
in part, without the specific written consent of Muscat Capital 
Company. The purpose of this document is for informational 
purposes only. The company does not consider itself a provider 
of legal or financial advice or any other advice through this 
document. For the purpose of clear understanding of the Fund 
and its suitability for you according to your risk appetite, we 
recommend seeking professional investment advice as 
investing in investment products is subject to its own terms 
and conditions and we hope that you refer to the main 
investment risks in the product. The information contained in 
this document is subject to change at any time without prior 
notice. The past performance of Muscat Capital is not an 
indication of any future returns. Muscat Capital is a regulated 
company and licensed by the Capital Market Authority in the 
Kingdom of Saudi Arabia.
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