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Acorn Student Accommodation Development Real Estate Investment Trust
Trustee's report
For the year ended 31 December 2022

The Trustee submits their annual report and the audited financial statements of Acorn Student
Accommodation Development Real Estate Investment Trust (“the ASA D-REIT") and its subsidiaries
{together, the "Group™) for the year ended 31 December 2022.

The Trustee's report for the year ended 31 December 2022 is prepared in accordance with Regulation 101
and the Fifth Schedule of the REIT Regulations.

INCORPORATION

The Acorn Student Accommodation Development Real Estate Investment Trust is a real estate investiment
trust licensed under the Capital markets (Real Estate Investment Trusts) (Collective Investment Schemes)
Regulations, 2013. The ASA D-REIT received Capital Markets Authority (CMA) approval on 8 February
2021 and was listed on the Nairobi Securities Exchange (“NSE*) under the Unquoted Securities Platform
(USP) on 12 May 2021.

PRINCIPAL ACTIVITIES

The principal activity of the ASA D-REIT is to invest in the acquisition of land, developing the land, letting
and stabilisation of leveraged purpose-built student accommodation (PBSA). The activities are
undertaken through project entities that are controlled by wholly owned subsidiaries, Acomn Project (Two)
LLP and Acom Project (Three) LLP,

The objectives of the ASA D-REIT are as follows:

» acquisition of eligible real estate, investment in eligible investments and the undertaking of real estate
development, marketing, letting and stabilisation of rental housing focused on purpose-built student
accommodation (PBSA);

o undertaking of incidental and connected activities and activities related to the ASA D-REIT assets;
and

* any other such activities as may be authorized by the Regulations, in each case, in accordance with
the provisions of the Trust deed and the Capital Markets (Real Estate Investment Trusts) {Collective
investment schemes) Regulations, 2013,

The ASA D-REIT Manager is responsible for day-to-day management of the business of the DREIT and
management of ASA D-REIT's assets and conduct of the business while the Trustee has full power and
authority to do all things necessary to carry out the purpose of the DREIT. The ASA D-REIT Manager has
delegated most of the day-to-day management activities to Acorn Management Services Limited (‘the
Project Manager’}. This includes but is not limited to communicating with consultants the requirements of
preject brief, monitoring the design of work and achievement of the funclions referenced to in the project
brief; monitoring and regulating the projects progress; monitoring and using best endeavours to coordinate
the efforts of all consultants, advisors, contractors and suppliers directly connected to the projects and
monitoring the cost and financial rewards of the project. Whilst this delegation exists, the DREIT Manager
remains responsible for approving all actions taken as a result of these activities.

BUSINESS REVIEW

The Group reported a profit after tax of Shs 384 million (2021: Shs 776 million). The Group has invested in
investment properties with a fair value of Shs 9,170 million (2021: Shs 7,757 million ) at 31 December and
has recognised a revaluation gain of Shs 702 million (2021: Shs 1,068 million) following the annual
valuation of the properties by an independent professional valuer, At 31 December 2021, the Group had
total assets of Shs 10,381 million (2021: Shs 8,421 miillion) and total liabilities amounting to Shs 4,225
million (2021:Shs 3,188 million). The Group is in a net asset position of Shs 6,156 million (2021: Shs 5,233
million).



Acorn Student Accommodation Development Real Estate Investment Trust
Trustee's report
For the year ended 31 December 2022

BUSINESS REVIEW {CONTINUED)

The ASA D-REIT's business model commences with the acquisition of land in suitable lecations for the
offering of purpose-built student accommodation. Extensive feasibility analysis and legal due diligence is
undertaken to ensure that investment risk is minimized. Once a land parcel is acquired, the ASA D-REIT
underiakes pre-development for the project — which entails the completion of all design work, receipt of
statutory approvals, finalization of the financing plan and tendering for the main contractor. At this point, a
significant amount of development risk is reduced, and it is at this stage that the project moves into
construction phase. Once a buiiding is complete, it is handed over to a property manager for
operationalisalion.

The property is operated to achieve a target stabilized level of occupancy {ideally over 75%) before it can
be considered for sale to a buyer seeking a steady and predictable income stream through the rental
Income.

Board of Trustees

Samuel Kibugi Appointed on 16 December 2020
Caroline Karimi Appointed on 16 December 2020
Lydia Rono Appoinied on 16 December 2020

Directors of ASA D-REIT Manager

Rose Grace Wangui Appointed 19th February, 2020
Karanija

Winnie Isaidi Iminza Appointed 20th April, 2020
Edward Kirathe Muturi Appointed 30th July 2014
Peter Njenga Ndungu Appointad 30th July, 2014
Claire Elizabeth Jarratt Appointed 18th February 2021
Wangui Maranga Appointed Sth June 2021

RESULTS AND RECOMMENDED DIVIDEND

The profit for the period of Shs 384 million (2021: Shs 776 miillion) has been added to retained earnings.
The Trustee does not propose the payment of a dividend.

STATEMENT AS TO DISCLOSURE TO THE GROUP’S AUDITOR
The Trustee confirms that at the time of approval of this report;

a) there was, as far as the Trustee is aware, no relevant audit information of which the Group's auditor
is unaware; and

b)  The Trustee had taken all steps that ought to have been taken as a Trustee to be aware of any relevant
audit information and to establish that the Group’s auditor is aware of that information.

TERMS OF APPOINTMENT OF THE AUDITOR

PricewaterhouseCoopers LLP continues in office in accordance with the DREIT's trustee deed and section

97 of the Capital markets (Real Estate Investment Trusts) (Cellective Investment Schemes) Regulations,
2013.

The Trustee monitors the effectiveness, objectivity and independence of the auditor. This responsibility
inciudes the approval of the audit engagement contract and the associated fees.
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Acorn Student Accommodation Development Real Estate Investment Trust
Trustes's report
Far the year ended 31 Decamber 2022

Confirmation of all matters relating to the title particulars of real estate proparties and other assats
of the ASA D-REIT

We confirm the below titles particulars for the real estate properties:

¢ L.R.NUMBER: 8393/26— property known as Qwetu USIU 4 under the Special Purpose Vehicle Linden
Properties LLP.

» LR.NUMBER: 209/22306 ~ property known as Qwetu Hurlingham under the Special Purpose Vehicle
Beech Properties LLP.

* L.R NUMBER: 7820/3 (Original No: 7820/1)- property known as Qwetu and Qejani Catholic under the
Special Purpose Vehicle Spruce Propertias LLP.

¢ L.R. NUMBER: 209/346/49- property known as Qwetu and Qejanl Chiromo under the Special Purpose
Vehicle Ashvale Properties LLP,

» LR NO. 13537/805 (Original No. 13537/749/1-Property known as JKUAT Qejani under special
purpose vehicle Willow Creek Properties LLP

* L.R. No. 209/22306 {Original No. 209/5663/2)-Property known as Hurlingham Qejan under special
purpose vehicle Ebony Creek Properties LLP

* L.R. No. 10901/359-Property known as Northlands Qwetu and Qejani under special purpose vehicle
Magolia Creek Properties LLP

We confirm that the other assets of the ASA D-REIT are as detailed in the financial statements.
Details of other matters:

‘_Requirement under the fifth schedule Trugtee’'s report

aj Any appointment of a secendary disposition Trustee | There was no appointment to this effact,
together with details of purpose of the appointment and

of any documents executed by the secondary

disposition Trustee

b} Any matter arising during the period which has been, None
or shauld have been, notified to the Authority pursuant
to the Regulations

¢} Any failures by the Trustee to comply with the | There were no failures to this effect
pravisions of the scheme documents, the Act or the
Regulations and action taken ta remedy the failure

| d)Any action taken by the Trustee during the period to | The assets were safe and there was no
protect assets of the trust or the interests of REIT | threat requiring the Trustee to take action
securities holders |

|
!
&) Mestings of REIT securities holders convensdby | There were no mestings of the ASA D-REIT
| the Trustee, resolutions put and the outcome of voting | securities holders called or held during the
[ period B

f) Any failures by the REIT Manager or any other | There were no failures to this effect

person te comply with the provisions of the scheme

documents, the Act or the Regulations and action
| taken to remedy the failure

In the Trustee's opinian the ASA D-REIT Manager has managed the scheme in accordance
with the pravisions of the scheme documenits, the Act and the REIT Regulations.

Approved by the Trustee on 28 March 2023 and signed on itg behalf by:

) ——

L¢§fa Rono Caroline Karimi
Trustee's representative Tiustee’s representative

L




Acorn Student Accommadation Development Real Estate Investment Trust
Certification of the financial statements by the Trustee
For the year ended 31 December 2022

The Trustee has considered and reviewed the financial statements of the ASA D-REIT for the
year ended 31 December 2022, and certifies, according to the requirements of the Capital
Markets (Real Estate Investment Trusts) (Collective Invesiments Schemes) Regulations,
2013, that these financial statements are a true and fair view of the state of affairs of the ASA
D-REIT at 31 December 2022 and of the operating results for the year then ended.

Approved by the Trustee on 28 March 2023 and signed on its behalf by:

Hfm(h

Trustee Compliance Officer
The Cao-operative Bank of Kenya Limited




Acorn Student Accommodation Development Real Estate Investment Trust
Statement of ASA D-REIT Manager's responsibilities
For the year ended 31 December 2022

The ASA D-REIT Manager is responsible for preparing financial statements for each financial year
that give a true and fair view of the state of affairs of the Group and the ASA D-REIT as at the end
of the financial year and of its profit or loss for that year. The ASA D-REIT is responsible for ensuring
that the Group and the ASA D-REIT keeps proper accounting records that are sufficient to show and
explain the transactions of the Group and the ASA D-REIT; disclose with reasonable accuracy at
any time the financial position of the Group and the ASA D-REIT; and that enables them to prepare
financial statements of the Group and the ASA D-REIT that comply with prescribed financial reporting
standards and Capital Markets (Real Estate Investment Trusts) (Collective Investment Schemes)
Regulations, 2013. They are also responsible for safeguarding the assets of the Group and the ASA
D-REIT and for taking reascnable steps for the prevention and detection of fraud and other
irregularities.

The ASA D-REIT Manager accepts responsibility for the preparation and fair presentation of these
financial statements that are free from material misstatements whether due to fraud or error. They
also accept responsibility for:

(i) designing, implementing and maintaining internal control as they determine necessary to enable
the preparation of financial statements that are free from material misstatements, whather due
to fraud or error;

(i) selecting and applying appropriate accounting policies; and

(i} making accounting estimates and judgments that are reasonable in the circumstances.

Having assessed the Group's and the ASA D-REIT's ability to continue as a going concern, the ASA
D-REIT Manager is not aware of any material uncertainties related to events or conditions that may
cast doubt upon the Group's and the ASA D-REIT's ability to continue as a going concern,

The ASA D-REIT Manager acknowledges that the independent audit of the financial statemants does
not relieve them of their responsibility.

Approved by the ASA D-REIT Manager on 28 March 2023 and signed on its behalf by:

\ND2audws aﬁj; )

Dr. Winnie Nyamute Mr. Edward Rirathe
Director, Diractor,
Acorn Investment Management Limited Acormn Investment Management Limited
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Independent auditor’s report to the Unitholders of Acorn Student Accommodation
Development Real Estate Investment Trust

Report on the audit of the financial statements

Opinion

We have audited the accompanying financial statements of Acorn Student Accommodation Real
Estate Investment Trust (the "ASA D-REIT") and its subsidiaries (together, the “Group™ set out on
pages 11 to 54, which comprise the consolidated statement of financial position at 31 Dacember
2022 and the consolidated statements of profit or loss and other comprehensive income,
consolidated changes in unit holders funds’ and consolidated cash flows for the year then ended,
together with the separate ASA D-REIT statement of financial position at 31 December 2022 and
statements of profit or loss and other comprehensive income, changes in unit holders' funds and

cash flows for the year then ended, and the notes to the financial statements, including a summary
of significant accounting policies.

In our opinion the accompanying financial statements give a true and fair view of the financial
position of the Group and the ASA D-REIT at 31 December 2022 and of their financial performance
and cash flows for the year then ended in accordance with Interpational Financial Reporting
Standards and Capital Markets (Real Estate Investment Trusts) (Collective Investment Schemes)
Regulations, 2013.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing {ISAs). Our
respongsibilities under those standards are further described in the Auditor’s responsibilities for the
audit of the financial statements section of our report.

We are independent of the Group in accordance with the International Code of Ethics for
Professional Accountants (including International Independence Standards) issued by the
International Ethics Standards Board for Accountants (IESBA Code) together with the ethical
requirements that are relavant to our audit of the financial statements in Kenya. We have fulfilled
our other ethical responsibilities in accordance with the IESBA Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Key audit matiers

Key audit matters are those matters that, in our professional judgement, were of most significance
in our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters.

: PricewaterhouseCoopers LLP. Pw( Tower, Waiyaki Way/Chiromo Road, Westlands
PO Box 43963 — vuroo Nairobi, Kenya
T: +254(20)285 5000 F: +254 (20)285 5001  wunv.pwe.com/ke

Partners: E Kencn B Kimacia M Mugasa & Murage F Muriv P Ngahu B Noguniivi R Njoroge S0 Morbarls B Okurdi K Saili
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Independent auditor's report to the Unit holders of the Acorn Student Accommeodation

Development Real Estate Investment Trust (continuad)

Koy audit matters (continued)

Key audit matter

How our audit addressed the matter

Valuation of investment propertics

As described in Note 2 (e) and Note 3 of the
financial statements, the Group holds significant
investment properties measured at fair value.

The Group uses an external independent
property valuer to determine the fair values of
invesiment properties at year end. The external
valuer makes significant estimates and
assumptions of unobservable inputs in the
valuation models such as the projected growth
rate of rental income and operational costs, as
well as expected exit yield and applicable
discount rates.

The fair values of the investment properties are
highly sensitive to any changes in the
underlying estimates and assumptions.

We assessed managements processes and
controls over the valuation of investment
properties, including the oversight from those
charged with governance.

We evaluated the objectivity, independence and
expertise of the external independent valuation
specialists.

We assessed the appropriateness and
consistency of the valuation methodologies used
for each investiment property, including the
reasonableness and consistency of the
applicable assumptions depending on the type of
property and stage of development.

We agreed the carrying amounts and the related

changes in fair value of the investment properties
in the financial statements to the independent
valuer's reports.

We assessed the adequacy of the disclosures in
the financial statements.

Qther informafion

The other information comprises Trustee, advisors and other information, Trustee's repert,
Certification of the financial statements by the Trustee and Statement of ASA D-REIT Manager's
responsibilities which we obtained prior to the date of this auditor's report, and the rest of the other
information in the Annual Report and Financial Statements which is expected to be made available
to us after that date, but does not include the financial statements and our auditor's report thereon.
The Trustee is responsible for the other information. Our opinion on the financial statements does
not cover the other information and, except to the exient otherwise explicitly stated in this report, we
do not and will not express any form of assurance conclusion thereon,

In connection with our audit of the financial statements, our responsibility is to read the other
infermation identified above and, in doing so, consider whether the other infarmation is materially
inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated.

If, based on the work we have performed on the other information we have received prior fo the date
of this auditor’s report we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.

When we read the rest of the other information in the Annual report and Financial Statements and
we conclude that there is a material misstatement therein, we are required to communicate the
matter to those charged with governance.
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Independent auditor's report to the Unit holders of the Acorn Student Accommodation
Development Real Estate Investment Trust (continued)

Responsibilities of the ASA D-REIT Manager for the financial statements

The ASA D-REIT Manager is responsible for the preparation and fair presentation of the financial
statements in accordance with International Financial Reporting Standards and in a manner required
by the Capitai Markets (Real Estate Investment Trusts) {Collective Investments Schemes) Regulations,
2013 and for such internal control as the ASA D-REIT Manager determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, the ASA D-REIT Manager is responsible for assessing the
Group’s ability fo continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the ASA D-REIT Manager either
infend tc liquidate the Group or to cease operations, or has no realistic alternative but to do so.

Auditor's responsibifities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fravd or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with |SAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

Asg part of an audit in accordance with ISAs, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

» |dentify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and abtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

¢ Obtain an understanding of internal control relevant to the audit in order t¢ design audit
procedures that are appropriate in the circumsiances, but not for the purpose of expressing an
opinicn on the effectivenass of the Group's internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the ASA D-REIT Manager.

» Conclude on the appropriateness of the ASA D-REIT Manager's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group's ability to continue
as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Qur conclusions are based on the audit
evidence obtained up to the date of our auditor's reporl. However, future events or ¢conditions
may cause the Group to cease to conlinue as a going concern.

» Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation,
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Independent auditor’s report to the Unit holders of the Acorn Student Accommodation
Development Real Estate Investment Trust {continued)

Auditor's responsibilities for the atidit of the financial stafements {(continued)

« Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the Group's financial statements.
We are responsible for the direction, supervision and performance of the Group audit. We remain
solely responsible far our audit opinion.

We communicate with the ASA D-REVT Manager regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit,

We also provide the ASA D-REIT Manager with a statement that we have complied with relevant
ethical requirements regarding independence, and to commuricate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable
actions taken to eliminate threats or safeguards applied.

From the matters communicated with the ASA D-REIT Manager, we determine those matters that
were of most significance in the audit of the Group's financial statements of the current period and
are therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.

FCPA Michael Mugasa, Practising Certificate Number 1478
Engagemeant partner responsible for the audit

For and on behalf of PricewaterhouseCoopers LLP
Certified Public Accountants

Nairohi

_g_l\\‘larch 2023
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Acorn Student Accommodation Development Real Estate Investment Trust

Financial statements
For the year ended 31 December 2022

Consolldated statement of profit or loss and other comprehensive Income

Rental inceme

Change in fair value of investment
properties

Operating income

Other income
Administrative expenses
Operating expenses

Operating profit
Profit on disposal of subsidiary

Finance income
Finance costs

Profit before Income tax

Income tax expense

Profit for the period

Other comprehansive income, net of tax

Total comprehensive income for the
period

Basic eamnings per unit (Shs)

Notes

11

12

-
':,0:1'-4

16
"
"

2022 2021

11 Months

Shs ‘000 Shs 000
311,021 59,022
701,564 1,067,833
1,012,585 1,126,855
34,936 18,677
(174,310) (153,334)
(183,690) {(121.734)
689,521 870,464
478 -
6.121 8,945
(311,877) (103.529)
384,243 776,880
384,243 775,880
384,243 775,880
157 3.53




Acorn Student Accommodation Development Real Estate Investment Trust
Financial Statements
For the year ended 31 December 2022

The ASA D-REIT statement of profit or loss and other comprehensive income

Notes 2022 2021

11 months

Shs ‘000 Shs ‘000

Other income 7 - 6,868
Administrative expenses 8 {15,630) (36,379)
QOperating expenses 10 {183,690 (121,734}
Operating loss (199,320) (151,245)
Finance Income 11 1,420 -
Finance costs 11 - (3,547}
{197,900) (154,792)

Share of net profit from subsidiaries

accounted for using the equity method 16 582,143 930,672
Profit before income tax 384,243 775880
Income iax expense - “
Profit for the period 384,243 775,880
Other comprehensive income, net of tax - -
Total comprehensive income for the 384,243 775,880

period

12



Acomn Student Accommaodation Development Real Estate Investment Trust
Financial Statements
At 31 December 2022

Consclidated statement of financial position

Notes 2022 2021
Shs '000 Shs 000
ASSETS
Non=current assets
Financial assets at fair value through profit or loss 15 435,000 -
Investment properties 12 9,169,543 7,757,000
Trade and other receivables 14 109,390 83,285
9,713,933 7,840,205
Currant agsets
Cash and bank balances 13 622,431 201,875
Inventories 1,663 -
Trade and other receivables 14 26,391 187,191
Due from related parties 20 18,566 1,373
667,051 580,439
TOTAL ASSETS 10,380,984 8,420,734
EQUITY AND LIABILITIES
Equity
Unit-holders funds 17 4,892 5863 4,353,775
Retained earnings 1,263,079 878,836
Total unit-holder balances 6,155,642 5,232,611
Nen-current liabilities
Borrowings 18 3,504,800 2,726,400
Due to related parties 20 49,277 23,828
3,554,077 2,750,225
Current liabilities
Due to related parties 20 223,247 165,629
Trade and other payables 19 393,959 222,858
Borroewings 18 54,059 49,411
671,265 437,898
4,225,342 3,188,123
TOTAL EQUITY AND LIABILITIES 10,380,984 8,420,734

The financial statements on pages 11 to 54 were approved and authorised for issue by the Trustee on
28 erch 2023 and were signed on its behalf by:

Y

Ly;jia Rono - Caroline’Karimi

Trustee's representative Tr 's representative
\AQ2oudaw— il

Dr, Winnie Nyamute Mr. Edward Kirathe

Dirsctor, Director,

Acorn Investment Management Limited Acom Invesiment Management Limited

13



Acorn Student Accommodation Development Real Estate Investment Trust
Financial Staterments
At 31 December 2022

The ASA D-REIT statement of financial position

Note 2022 2021
Shs ‘000

ASSETS
Non-current assets
Financial assets at fair value through profit or loss 15 435,000 -
Investments in subsidiaries 1% 5,800,496 5,174,456

6,235,496 5174456
Current assets
Cash and bank balances 13 23,355 86,029
Trade and other receivables 14 123 8,760

23,488 94,759
TOTAL ASSETS 6,258,984 5,269,245
EQUITY AND LIABILITIES
Equity
Unit holders' contribution 17 4,892,563 4,363,775
Retained eamings 1,160,123 775,880
6,052,686 5,129,655
Current liabilities
Due to related parties 20 159,910 116,345
Trade and other payables 19 46,388 23,245
206,296 139,580

TOTAL EQUITY AND LIABILITIES 6,258,984 5,269,245

The financial statements on pages 11 lo $4 were approved and authorised for issue by the Trustes on
28arch 2023 and were signed on its behalf by:

L (@ %

Lydia Rono Caroline Karimi

Trustee's representative Trusteg's representative
\NO2a 8& pov !

Dr. Winnie Nyamute Mr. Edward Kirathe

Director, Director,

Acorn Investment Management Limited Acormn \nvestiment Management Limited

14



Acorn Student Accommodation Development Real Estate Investment Trust
Financial Statements
For the year ended 31 December 2022

GConsolidated statement of changes in unitholders’ funds

Unit holders’ Retained
Note contribution Earnings Total
Shs ‘000 Shs ‘000 Shs ‘000

Year ended 31 December 2022
At start of year 4,353,775 878,836 5232611

Total comprehensive income 384,243 384,243
Transaction with owners:

- Issue of units, net of transaction costs 17 £38,788 - 538,788
At end of year 4,892 563 1,263,079 6,155,642
Year onded 31 December 2021
At start of year - - -
Total comprehensive income - 775,880 775,880
Transaction with owners:

- Issue of units, net of fransaction costs 17 4,353,775 - 4353775
- Difference arising from common control

transaction - 102,956 102 956
Atend of year 4,353 775 878,836 5,232,611

15



Acorn Student Accommodation Development Real Estate Investment Trust
Financial Statements
For the year ended 31 December 2022

The ASA D-REIT statement of changes in unitholders’ funds

Note  Unit holders’

contribution Retained Total
Earnings
Shs ‘000 Shs ‘000 Shs 000

Year ended 31 Decamber 2022
At start of year 4,353,775 775,880 5,129,655
Total comprehensive income - 384,243 384,243
Transaction with owners:
- Issue of units, net of transaction 17
costs 538,788 - 538,788
At end of year 4,892,563 1,180,123 6,052,686
Year ended 31 December 2021
At start of yoar - - -
Total comprehensive income - 775,880 775,880
Transaction with owners:
- Issue of units, net of transaction
costs 4,353,775 - 4353775
At end of year 4,353,775 775,880 5,129,655
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Consolidated statement of cash flows

Notes 2022 2021
11 Months
Shs ‘000 Shs ‘000
Cash flows generated from operating activities
Profit before income tax 384,243 775,880
Adjustment for:
Interest income 11 {6,121) {8,945)
Change in fair value of investment properties 12 (701,564) {1,067,833)
Gain on digposal of a subsidiary {478) -
Finance costs 1 31,877 103,250
Foreign exchange loss 11 - 279
Other income 7 {34,936) (18,677)
VAT Write-offs 8 - 16,973
Operating loss before working capital changes {46,979) (199,073)
Changes In working capital
Trade and other receivables 134,705 (270,456)
Trade and other payables 171,101 222 858
Due to related parties 83,070 189,454
Inventory (1.663) -
Due from related parties {15,193) (1,373}
Cash flows generated from operating activities 325,041 (58,620)
Finance income received 1 8,121 8,945
Finance costs paid 1" {311,877 (103,250)
Net cash flows from operating activities 19,285 {152,925)
Cash flows from investing activitles
Additions to investment properties 12 (2,294,714) (1,099,558)
Acquisition of subsidiary, net of cash acquired - 27,227
Proceeds from disposal of subsidiary 16 1,350,000
Capilalised borrowing costs 12 {161,203) (114.927)
Net cash flows from investing activities 1,106,917} (943,258)
Cash flows from financing activities
Proceeds from borrowings 18 1,578,600 1,474,400
Proceeds from issue of units 17 538,788 790,658
Principal loan repayments 18 (BOO,200) (777,000)
Net cash flows from financing activities 1,317,188 1,488,058
Net increase in cash and cash equivalents 230,556 391,875
Cash and cash equivalents at start of year 391,875 -
Cash and cash equivalents at and of year 13 822,431 391,875
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The ASA D-REIT statement of cash flows

Cash flows generated from operating activities
Profit before income tax

Adjustment for:
Inleresl income

Share of net profit from subsidiaries accounted for using the

equity method
Finance costs
Change in fair value of financial instruments
Operating loss before working capital changes
Changes in working capital

Trade and other receivables
Trade and other payables

Due to related parties
Cash flows used in operating activities

Finance income raceived
Finance costs paid

Net cash flows from operating activities
Cash flows from investing activities

Acquisition of subsidiary
Capital injections into subsidiary

Met cash flows from investing activities

Cash flows from financing activities
Proceeds from issue of units

Net cash flows from financing activities

Net {decrease)/increase in cash and cash equivalents
Cash and cash equivalents at start of year

Cash and cash equivalents at end of year

18

Note

1

16

17

13

2022 2021

11 Months

Shs ‘000 Shs 000
384,243 775,880
(4,420) (6,868)
(582,143) (930,672)
- 3,547
(199,320 (158,113)
8,627 (8.760)
23,144 23,245
43,564 118,345
(123,985) (27,263)
1,420 6,868

B (3.547)
(122,565) (23,962)
8 (540,543)
(478,897) (140,124)
(478,897) (680,667)
538,788 790,658
538,788 790,658
(62.674) 86,029
86,029 s
23,355 86,029
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Notes

1

(a)

General information

The registered office and principal place of business of the ASA D-REIT is:
2™ Floor, Acom house

97 James Gichuru Road,

Lavington, Nairobi.

Kenya

Summary of significant accounting policies

The principal accounting policies applied in the preparation of thase financial statements are set
out below.

Basis of preparation

The financial statements are prepared in accordance with International Financial Reporting
Standards {IFRS)} and interpretations issued by the IFRS Interpretations Committee {IFRS IC})
applicable to entities reporting under IFRS, and the manner required by the Capital Markets (Real
Estate Investment Trusts) {Collective Invastments Schemas) Regulations, 2013.

The measurement basis applied is the historical cost basis, except where otherwise stated in the
accounting policies below. The financial statements are presented in Kenya Shillings and all values
are rounded to the nearest thousand (Shs 000), except where stated otherwise.

Changes in accounting policies and disclosures

(i) New standards, amendments and interpretations adopted by the Group and the ASA D-
REIT

The following standards, amendments and interpreiations are effective for the first time for
annual reporting periods ending on 31 December 2022, but do not have an impact on the
financial statements of the Group. The Group has not early adopted any standards,

intarpretations or amendments that have been issued but are not yet effective.

Number

Effective date

Executive summary

IFRS 18, 'Leases’ COVID-19-
Related Rent Concessions
Amendment

Annual periods
beginning on or after 1
April 2021

{early adoption is
permitted}

(Published March 2021)

The IASB has provided lesseas (but not
lessors) with relief in the form of an optional
exemption from assessing whether a rent
concession related to COVID-19 is a lease
maodification, provided that the concession
meets cerfain conditions. On 31 March
2021, the |ASB published an additional
amendment to extend the date of the
practical expedient from 30 June 2021 to 30
June 2022, Lessees can alect to account for
such rent concessions in the same way as
they would if they were not lease
modifications. In many cases, this will result
in accounting for the concession as variable
lease payments in the period{s) in which the
event or condition that triggers the reduced
payment occurs. The March 2021
amendment will only be available if an entity
chose to apply the May 2020 optional
practical expedient.
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Notes (continued)

2

(a)

Summary of significant accounting policies (continued)

Basig of preparation (continued)

Changes in accounting policies and disclosures (continued)

(i} New standards, amendments and interpretations adopted by the Group and the ASA D-REIT

continued}

Number

Effective date

Executlve summary

Amendment to
IFRS 3, ‘Business
combinations'

Asset or liability in
a business
combination clarity

Annual periods
beginning on ar
after 1 January
2022

(Published May
2020)

The Board has updated IFRS 3, 'Business combinations',
to refer to the 2018 Conceptual Framework for Financial
Reporting, in order to determine what constitutes an asset
or a liability in a business combination.

In addition, the Board added a new exception in IFRS 3 for
liabilities and contingent liabilities. The exception specifies
that, for some types of liabilities and contingent liabilities,
an entity applying IFRS 3 should instead refer to [AS 37,
'‘Provisions, Contingent Liabilities and Contingent Assets’,
or IFRIC 21, ‘Levies’, rather than the 2018 Conceptual
Framework.

The Board has also clarified that the acquirar should not
recognise contingent assets, as defined in 1AS 37, at the
acquisition date.

Annual
improvements
cycle 2018 -2020

Annual periods
beginning on or
after 1 January
2022

{Publighed May
2020)

These amendments include minor changes 1o

o |IFRS 1, 'First time adoption of IFRS' has been
amended for a subsidiary that becomes a first-time
adopter after its parent. The subsidiary may elect to
measure cumulative translation differences for
foreign operations using the amounts reported by
the parent at the date of the parent’s transition to
IFRS.

o IFRS 9, 'Financial Instruments’ has been amended
to include only those costs or fees paid betwean the
borrower and the lender in the calculation of "the
10% test” for derecognition of a financial fiability.
Fees paid to third parties are excluded from this
calculation.

o |IFRS 16, 'Leases’; amendment to the lllustrative
Example 13 that accompanies IFRS 16 to remove
the illustration of payments from the lessor relating
to leasehold improvements. The amendment
intends to remove any potential confusion about
the treatment of lease incentives.

Amendment to IAS
1 ‘Presentation of
Financial
Statements’ on
Classification of
Liabilities as
Current or Non-

current

Annual periods
beginning on or
after 1 January
2022

The amendment clarifies that liabilities are classified as
either current or non-current, depending on the rights that
exist at the end of the reporting period. Classification is
unaffected by expectations of the entity or events afier the
reporting date (for example, the receipt of a waiver gr a
breach of covenant).
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2

(a)

Summary of significant accounting policies (continued)

Basis of preparation (continued)

Changes in accounting policies and disclosures {continued)

(i) New standards, amendments and inferpretations adopted by the Group and the ASA D-REIT

{continued)

Number

Effective date

Executive summary

Disclosure of
Accounting Policies

= Amendments to |AS 1
and IFRS

Prbactice Statement 2

Annual periods
beginning on or
after 1 January
2023

The IASB amended IAS 1 to require entities to disclose
their material rather than their significant accounting
policies. The amendments define what is ‘material
accounting policy information® and explain how to
identify when accounting policy information is material.
They further clarify that immaterial accounting policy
information does not need to be disclosed. If it is
disclosed, it should not obscure material accounting
information. To support this amendment, the IASB also
amended IFRS Praclice Statement 2 Making Materiality
Judgements to provide guidance on how to apply the
concept of materiality o accounting policy disclosures.

Amendments to IAS 8
‘Definition of
Accounting Estimates’

Annual periods
beginning on or
after 1 January
2023

The amendment to IAS 8 Accounting Policies, Changes
in Accounting Estimates and Errors clarifies how
companies should distinguish changes in accounting
policies from changes in accounting estimates. The
distinction is important, because changes in accounting
estimates are applied prospectively to future
transactions and other future events, but changes in
accounting policies are generally applied retrospectively
to past transactions and other past events as well as the
currant period.

{ii} Standards, interpretations, and amendments issued but not effective and have not been early
adopted by the Group and the ASA D-REIT

The following standards and interpretations have been published but are not mandatory for 31
Decembar 2022 reporting periods and have not been early adopted by the Group and the partnership.

Number

Effective date

Executive summary

Amendment to IAS 1,
‘Presentation of Financial
Statements’ on
Classification of Liabilities
as Current or Non-current

Annual periods beginning
on or after 1 January 2023

(Published Jan 2020)

The amendment clarifies that liabilities are
classified as either current or non-current,
depending on the rights that exist at the end
of the reporting period. A number of
requirements are required to be met in
conjunction with this amendment.

Narrow scope
amendments to IAS 1
‘Presentation of Financial
Statements’, Practice
statement 2 and IAS 8
‘Accounting Policies,
Changes in Accounting
Estimates and Errors’

Annual periods beginning

Earlier application is
permitted.

(Published February 2021)

on or after 1 January 2023.

The amendments aim to improve accounting
policy disclosures and to help users of the
financial statements to distinguish changes
in accounting policies from changes in
accounting estimates.
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2

Summary of significant accounting policies (continued)

{b) Principles of consolidation and equity accounting

i. Subsidiaries

Subsidiaries are all entities (including structured entities) over which the Group has control. The
Group controls an entity when the Group is exposed to, or has rights to, variable returns from its
involvement with the entity and has the ability to affect those retums through its power to direct
the activities of the entity. Subsidiaries are fully consolidated from the date on which control is
transferred to the Group. They are deconsolidated from the date that control ceases. The
acquisition method of accounting is used to account for business combinations by the Group.

Intercompany transactions, balances and unrealised gains on fransactions between Group
companies are eliminated. Unrealised losses are also eliminated unless the transaction provides
evidence of an impairment of the transferred asset.

Whera nacessary, adjustments are made to the financial statements of subsidiaries to align any
difference in accounting policies with those of the Group.

Non-controlling interests in the results and equity of subsidiaries are shown separately in the
consolidated statement of profit or loss and other comprehensive income, statement of changes
in unit holders' funds and statement of financial position respectively.

The ASA D-REIT’s investment in subsidiary is accounted for using the equity method. Under the
equity method, the investment in a subsidiary is initially recognised at cost. The carrying amount
of the investment is adjusted to recognise changes in the ASA D-REIT's share of profit or loss
of the subsidiary since the acquisition date.

The statement of profit or loss reflects the ASA D-REIT's share of the results of operations of
the subsidiary. Any change in OC) of the subsidiary is presented as part of the ASA D-REIT's
OCI. In addition, when there has been a change recognised directly in the equity of the
subsidiary, the ASA D-REIT recognises its share of any changes, when applicable, in the
statement of changes in unit holders’ funds.

The financial statements of the subsidiary is prepared for the same reporting period as the ASA
D-REIT.

After application of the equity method, the ASA D-REIT determines whether it is necessary to
recognise an impairment loss on its investment in its subsidiary. At each reporting date, the ASA
D-REIT determines whether there is objective evidence that the investment in the subsidiary is
impaired. [f there is such evidence, the ASA D-REIT calculates the amount of impairment as the
difference between the recoverable amount of the subsidiary and ils carrying value, and then
recognises the loss within ‘Share of net profitloss from subsidiary accounted for using the equity
method' in profit or loss

Upon loss of control over the subsidiary, the ASA D-REIT measures and recognises any retained
investment at its fair value. Any difference between the carrying amount of the subsidiary upon
loss of significant influence, and the fair value of the retained investment and proceeds from
disposal is recognised in profit or loss.
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Notes {continued)

2
(b}

Summary of significant accounting policies {continued)
Principles of consolidation and equity accounting {continued)
ii. Changes in ownership interasts in subsidiaries without change of controf

The Group treats transactions with non-controlling interests that do not result in a loss of control
as transactions with equity owners of the Group. A change in ownership interest resulls in an
adjustment between the carrying amounts of the controlling and non-controlling interests to reflect
their relative interests in the subsidiary. Any difference between the amount of the adjustment to
nan-controlling interests and any consideration paid or received is recognised in a separate
reserve within equity attributable to owners of Acorn Student Accommodation Development Real
Estate Investment Trust,

il Disposal of subsidiares

When the Group ceases to have control, any retained interest in the entity is remeasured to its fair
value at the date when conitrol is lost, with the change in camrying amount recognised in profit or
loss. The fair value is the initial carrying amount for the purposes of subseguently accounting for
the retained interest as an associate, joint venture or financial asset. In addition, any amounts
previcusly recognised in other comprehensive income in respect of that entity are accounted for
as if the Group had directly disposed of the related assets or liabilities. This may mean that
amounts previously recognised in other comprehensive income are reclassified to profit or loss.

iv. Equity method

Under the equity method of accounting, the investments are initially recognised at cost and
adjusted thereatfter to recognise the Group's share of the post-acquisition profits or losses of the
investee in profit or loss, and the Group's share of movements in other comprehensive income of
the investee in other comprehensive income. Dividends received or receivable from investes
entities are recognised as a reduction in the carrying amount of the investment.

When the Group’s share of losses in an equity-accounted investment equals or exceeds its
interest in the entity, including any other unsecured long-term receivables, the Group does not
recognise further losses, unless it has incurrad obligations or made payments on behalf of the
other entity.

Unrealised gains on transactions between the Group and its subsidiaries are sliminated to the
extent of the Group's interestin these entities, Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset transferred. Accounting policies of
equity accounted investees have been changed where necessary to ensure consistency with the
policies adopted by the Group.

The carrying amount of equity-accounted investments is tested for impairment whenever events
or changes in circumstances indicate that the carrying amount of the investment may not be
recoverable

v. Associates
Associates are all entities over which the Group has significant influence but not control or joint
control. This is generally the case where the Group holds between 20% and 49% of the voting

rights. Investments in associates are accounted for using the equity method of accounting, after
initially being recognised at cost.

23



Acorn Student Accommodation Development Real Estate Investment Trust
Financial Statements
For the year ended 31 December 2022

Notes (continued)

2  Summary of significant accounting policies {continued)

{b) Principles of consolidation and equity accounting {continued)
vi. Changes in owhership interests with change of control

When the Group ceases 1o conselidate or equity account for an investment because of a loss of
control, joint control or significant influence, any retained interest in the entity is remeasured to its
fair value with the change in carrying amount recognised in profit or loss. This fair value becomes
the initial carrying amount for the purposas of subsequently accounting for the retalned interest
as an associate, joint venture or financial asset. In addition, any amounts previously recognised
in other comprehensive income in respect of that entity are accounted for as if the Group had
directly disposed of the related assets or liabilities. This may mean that amounts previously
recognised in other comprehensive income are reclassified to profit or loss,

If the ownership interest in a joint venture or an associate is reduced but joint control or
significant influence is retained, only a proportionate share of the amounts previously recognised
in other comprehensive income are reclassified to profit or loss where appropriate.

vil, Business combinations

The Group accounts for business combinations using the acquisition method when control is
obtained by the Group. A business is defined as an integrated set of activities and assets that are
capable of being conducted and managed for the purposes of providing a return directly to
investors or other owners, members or participants. The consideration ransferred is measured at
the fair value of the assets given, equity instruments issued and liabilities incurred or assumed at
the acquisition date, The consideration transferred includes the fair value of any asset or liability
resulting from a contingent consideration arrangement. Acquisition-related costs are recognised in
profit or loss. |dentifiable assets acquired and liabilities and contingent liabilities assumed in a
business combination are measured initially at their fair values at the acquisition date, irrespective
of the extent of any noncontrolling interests.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any
non-controlling interests in the acquiree, and the fair value of the acquirer's previously held equity
interest in the acquiree (if any) over the net of the acquisition date fair values of the identifiable
assets acquired and liabilities assumed. If, after reassessment, the net of the acquisition date fair
values of the identifiable assets acquired and liabilities assumed exceeds the sum of the
consideration transferred, the amount of any non-controlling interests in the acquiree and the fair
value of the acquirer's previously held interest in the acquiree (if any), such excess is recognised
immediately in profit or loss as a bargain purchase gain.

An obligation to pay contingent consideration is classified as either a financial liability or equity
based on the respective definitions set out in IAS 32 Financial Instruments: Presentation. The
Group classifies any rights to the return of consideration previously transferred as a financial asset.
Contingent considsration that is classified as an asset or a liability is remeasured at subsequent
reporting dates in accordance with IFRS ¢ Financial instruments or IAS 39 Financial Instruments:
Recognition and Measurement, with the coresponding gain or loss recognised in profit or loss.
Contingent consideration that is classified as equity is not remeasured after the acquisition date.
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2 Summary of significant accounting policies (continued)

{b) Principles of consolidation and equity accounting (continued)
vii, Business combinations (continued)}

Any changes resulting from additional and new information about events and circumstances that
existed at the acquisition date and, if known, would have affected the measurement of the amount
recognised at that date, are considered to be measurement period adjustments.

The Group retrospectively adjusts the amounts recognised for measurement period adjustments.
The measurement period ends when the acquirer receives all the information that they were
seeking about the facts and circumstances that existed at the acquisition date or leams that
information cannot be obtained. The measurement period shall, however, not exceed one year
from the acquisition date. To the extent that changes in the fair value relate to post-acquisition
events, these changes are recognised in accordance with the IFRS applicable to the specific asset
or liability.

Where the business combination relates to entities controlled by the same party before and after
the transaction, the transaction is accounted for as a common control transaction. The Group
applies the principles of predecessor accounting for common control transaction. Under
predecassor accounting, the assets and liabilities of the acquired entities are consolidated at the
predecassor carrying amounts and fair value measurement is not applied. Further, predecessor
accounting allows an entity to either use the retrospective presentation method or the prospective
presentation method. The Group has elected to use the prospective presentation method. In this
method, the ASA DREIT has incorporated the results and balances of the acquired subsidiaries
as from the transaction date.

{c} Functional currency translation
() Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic
environment in which the enfity operates ('the functional currency'), The financial statements are
presented in Kenyan Shillings (Shs), which is the Group's functional and presentation currency.

(i) Transactions and balances

Foreign currency transactions are franslated into the functional currency using exchange rates
prevailing at the dates of the transactions or valuation where items are re-measured. Foreign
exchange gains and losses resulting from the settlement of such transactions and from the
franslation at year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recegnised in profit or loss.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are
presented in the statement of comprehensive income within finance income or cost’. All ather
foreign sxchange gaitis and losses are preserted in the statement of comprehensive Income within
‘other income’ or ‘other expenses’.
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{d)

Summary of significant accounting policies {continued}
Financial instruments

The entity classifies and measures its financial assets and financial liabilities into ‘at amortised cost’
category based on the cash flow characteristics of the asset and the business model assessment,

i. Financilal assets

initial recognition and measurement

Financial instruments are recognised when, and onty when, the ASA D-RELT becomes party to the
contractual provisions of the instrument. All financial assets are recognised initially using the trade date
accounting which is the date the ASA D-REIT commits itself to the purchase or sale.

On initial recognition:

i) Financial assets classified as at fair value through profit or loss are measured at fair value.

i) Trade receivables are measured at their transaction price.

iii) Al other categories of financial assets are measured at the fair value plus or minus transaction
costs that are directly attributable to the acquisition or issue of the instrument.

Classification

Financial instruments held during the year were classified as follows:

- Bank balances, receivables and prepayments, and amounts due from related parties are classified
at amortised cost.
- Investment in units of the ASA I-REIT are classified at FVTPL.

Subsequent measurement

Financial assets after initial recognition are measured either at amortised cost, at fair value through
other comprehensive income, or at fair value through profit or loss according to their classification.

Interest income, dividend income, and exchange gains and losses on monetary items are recognised
in profit or loss.

Fair value is determined as the price that would be received to sell an asset or paid to transfer a
liability in an orderty transaction between market participants at the measurement date. Amortised
cost is the amount at which the financial asset or liability is measured ¢n initial recognition minus
principal repayments, plus or minus the cumulative amortisation using the effective interest method of
any difference between the initial amount and the maturity amount and, for financial assets, adjusted
for any loss allowance.

ii. Financial liabilities

The ASA D-REIT classifies all financial liabilities as subsequently measured at amortised cost.
Amounts due to related parties, borrowings and trade and other payables are classified at amortised
cost.

iii. Impairment

For financial assets carried at amortised cost, the ASA D-REIT first assesses whether objective
evidence of impairment exists individually for financial assets that are individually significant, or
collectively for financial assets that are not individually significant. If the ASA D-REIT determines that
no objective evidence of impairment exists for an individually assessed financial asset, whether
significant or not, it includes the asset in a group of financial assets with similar credit risk
characteristics and collectively assesses them for impainment.
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2

(d)

Summary of significant accounting policies {continued)
Financial instruments {(continued)
itt. impairment (continued)

Assets that are individually assessed for impairment and for which an impairment loss is, or
continues to be, recognised are not included in a collective assessment of impairment.

If there is cbjective evidence that an impairment loss has incurred, the amount of the loss is
measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows (excluding future expected credit losses that have not yet been incurred). The
present value of the estimated future cash flows is discounted at the financial assets original effective
interest rate. If a loan has a variable interest rate, the discount rate for measuring any impairment
loss is the current effective interest rate.

The carrying amount of the asset is reduced through the use of an allowance account and the
amount of the loss is recognised in the profit or loss. Interest income continues to be accrued on the
reduced carrying amount and is accrued using the rate of interest used to discount the future cash
flows for the purpose of measuring the impairment loss. The interest income is recorded in revenue
in profit or loss. Receivables, together with the associated allowance are written off when there is no
realistic prospect of future recovery and all collateral has been realised or has been fransferred to
the entity.

If, in a subsequent year, the amount of the estimated impairment joss increases or decreases
because of an event occurring after the impairment was recognised, the previously recognised
impairment loss is increased or reduced by adjusting the allowance account. If a future write-off is
later recovered, the recovery is credited to other income in profit or loss.

{iv} Derecognition of financial instruments

Afinancial asset (ar, where applicable a part of a financial asset or part of a group of similar financial
assets) is derecognised when:

The rights 1o receive cash flows from the asset have expired

The ASA D-REIT has transferred its rights to receive cash flows from the asset or has

assumed an obligation to pay the cash flows in full without material dalay to a third party under

a ‘pass-through’ arrangement; and either:

¢ the ASA D-REIT has transferred substantially all the risks and rewards of the asset, or

o the ASA D-REIT has neither transferred nor retained substantially all the risks and rewards
of the asset, but has transferred control of the asset.

A financial liability is derecognised when the ohligation under the fiability is discharged or cancelled
Or expires.

Offsetting financial instruments

Financial assets and liabilities are offsst and the net amount presanted in the statement of financial
position when, and only when, there is a currently enforceable legal right to set off the recognised
amounts and there is an intention either to settle on a net basis or to realise the asset and settle the
liability simultaneously.

Income and expenses are presented on a net basis only when permitted by the accounting
standards, or for gains and losses arising from a group of similar transactions.
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(o)

th

Summary of significant accounting policies (continuad)
Investment property

Investment property comprises property under construction, operational properties and undeveloped
land that is held to earn rentals or for capital appreciation or both.

Investment property is measured initially at cost, including transaction costs. Transaction costs
include transfer taxes, professional fees for legal services and initial leasing commissions to bring
the property to the condition necessary for it ¢ be capable of operating or belng used as intended.
The camrying amount also includes the cost of replacing part of an existing investment property at the
time that cost is incurred if the recognition criteria are met.

Subsequent to initial recognition, investment property is stated at fair value, which reflects market
conditions at the reporting date. Gains or losses arising from changes in the fair values of investment
properties are included in profit or loss in the year in which they arise. See note 2(f} below for the
accounting policy on fair value measurement and note 3 on fair value measurement disclosures.

Investment properties are derecognised either when they have been disposed of (i.e., at the date the
recipient obtains control) or when they are permanently withdrawn from use and no future economic
benefit is expected from their disposal. The difference between the net disposal proceeds and the
carrying amount of the asset is recognised in profit or loss in the period of derecognition. In
determining the amount of consideration from the derecognition of investment property, the ASA D-
REIT considers the effects of variable consideration, existence of a significant financing component,
non-cash consideration, and consideration payable to the buyer (if any). Refer to note 3 for the
carrying amounts of the investment properties.

Fair value moasurements

The Group measures investment properties at fair value at each reporting date. Fair value related
disclosures for items measured at fair value or where fair values are disclosed, are summarised in
the following notes:

s Accounting policy disclosures; note 2(e) and (f)
o Disclosures of valuation methods, significant estimates and assumptions; note 3.
= Investment properties; note 12

Fair value is 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. The fair value
measurement is based on the presumplion that the transaction to sell the asset or transfer the
liability takes place either:

« In the principal market for the asset or liability; or
¢ Inthe absence of a principal market, in the most advantageous market for the asset or liability

The Group must be able to access the principal or the most advantageous market at the
measurement date. The fair value of an asset or a liability is measured using the assumptions that
market participants would use when pricing the asset or liability, assuming that market participants
act in their economic best interast.

A fair value measurement of a non-financial asset takes into acoount a market participant's ability
to generate economic benefits by using the asset in its highest and best use or by selling it to
another market participant that would use the asset in its highest and best use. The Group uses
valuation techniques that are appropriate in the circumstances and for which sufficient data is
available to measure fair value, maximising the use of relevant observable inputs and minimising
the use of unobservable inputs.
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{h

(i)

0

(k)

Summary of significant accounting policies {continued)

Tenant deposits

Tenant deposits consist of rent and service charge refundable deposits received from tenants.
Tenant deposits are classified as current liabilities and are recognised initially at fair value and
subsequently at amortised cost using the effective interest method.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are
subsequently stated at amortised cost; any differences between proceeds (net of transaction costs)
and the redemptlion value is recognised in profit or loss over the period of the borrowings, using the
effective interest method.

Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to
the extent that it is probable that some or all of the facility will be drawn down. In this case, the fee
is deferred until the draw-down occurs. To the extent there is no evidence that it is probable that
some or all of the facility wiill be drawn down, the fee is capitalised as a pre-payment for liquidity
purposes and amortisad over the period of the facility to which it relates.

Borrowings are classified as current liabilities unltess the entity has an unconditional right to defer
settlement of the liability for at least 12 months after the end of the reporting period.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised
as part of the cost of the asset. Borrowing costs consist of interest and other costs that an entity
incurs in connection with the borrowing of funds. In the instance of specific funding being obtained,
the net borrowing costs capitalised is the actual borrowing cost incurred on the amount borrowsd
speacifically to finance the asset less any investment income earned on surplus funds. In the case
of general borrowings, the capitalised borrowing cost is determined using the overall weighted
average cost of all the general borrowings outstanding during the year and applying this rate to the
costs incurred on the qualifying asset. The amount capitalised can never exceed the borrowing
costs incurred. Capitalisation of borrowing costs ceases when all activities necessary to prepare
the qualifying asset for its intended use or sale are complete. For the Group, activities to prepare
the qualifying asset for its intended use cease at the earlier of a) issuance of the Cerlificate of
Practical Completion by the project architect, and b) the first receipt of rental income from the
property.

All other borrowing costs are recognised in the profit or loss in the period in which they are incurred.
Unitholder contributions

Units are classified as equity when there is no obligation to transfer cash or other assets to the
holder. Incremental costs directly attributable to the issue of new units are shown in equity as a
deduction from the proceeds.

Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) as a
result of a past avant, it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation. When the Group expects some or all of the provision to be reimbursed, for example,
under an insurance contract, the reimbursement is recognized as a separate asset, but only when
the reimbursement is virtually certain. The expense relating to a provision is presented in the
statemaent of profit or loss net of any reimburgement.
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(m)

{(n}

Summary of significant accounting policies {continued)

Taxes

As per the amendment to Section 20 of the income Tax Act as contained in the 2019 Finance Bill,
effective 7 November 2019, the ASA D-REIT and its investee entities are exempted from income
tax, except for the payment of withholding tax on interest income and dividends as a resident person
as specified in the Third schedule of the Income tax Act to the extent that its unit holders are not
exempt persons under the First schedule of the Income tax Act.

All distributions of income, and all payments for redemption of units of sale of shares received by
unit holders or sharehoiders shall be deemed to have heen already taxed.

Impaimrment of non-financial assets

The Group assesses at each reporting date, whether there is an indication that an asset may be
impaired. If any indication exists, or when annual impairment testing for an asset is required, the
Group estimates the asset’'s recoverable amount. An asset’s recoverable amount is the higher of
an asset's fair value less costs of disposal and its value in use. The recoverable amount is
determined for an individual asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets. When the carrying amount of an asset
exceeds its recoverable amount, the asset is considered impaired and is written down to its
recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. In determining fair value less costs of disposal, recent market
transactions are taken into account. If no such transactions can be identified, an appropriate
valuation model is used. These calculations are corroborated by valuation multiples, quoted share
prices for publicly traded companies or other available fair value indicators.

Impairment losses of continuing operations are recoghised in the statement of profit or loss in
expense categories consistent with the function of the impaired asset.

For assets excluding goodwill, an assessment is made at each reporting date to determine whether
there is an indication thai previously recognised impairment losses no longer exist or have
decreased. If such indication exists, the Group estimates the asset's recoverable amount. A
previously recognised impairment loss is reversed only if there has been a change in the
assumptions used to determine the asset’s racoverable amount since the last impairmant loss was
recognised. The reversal is limited so that the carrying amount of the asset does not exceed its
recoverable amount, nor excead the carrying amount that would have been determined, net of
depreciation, had no impairment loss been recognised for the asset in prior years. Such reversal is
recognised in the statement of profit or 10ss unless the asset is carried at a revalued amount, in
which case, the reversal is treated as a revaluation increase.

Revenue recognition

Rental income

Rental income comprises direct lets to students and to commercial tenants. This revenue is
recognised in the profit or loss over the length of the tenancy period as the ASA D-REIT provides
the services to its customers. Included in the rental contract is the use of broadband facilities and
room ¢leaning services.

Leases in which the D-REIT does not transfer substantially all the risks and rewards incidental to
ownership of an asset are classified as operating leases. Rental income arising is accounted for on
a straight-line basis over the lease terms and is included in revenue in the statement of profit or
loss due to its operating nature. Initial direct costs incurred in negetiating and arranging an operating
lease are added to the carrying amount of the leased asset and recognised over the lease term on
the same basis as rental income.
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Summary of significant accounting policies {continued)

{n} Revenue recognition (continued)

{0}

Interest income

Interest income is recognised as it accrues using the effective inierest rate (EIR) method. The EIR
is the rate that exactly discounts the estimated future cash receipts over the expected life of the
financial instrument or a shorter period, where appropriate, to the net carrying amount of the
financial asset. Interest income is included in finance income in the statement of profit or loss.

Operating segments

IFRE 8 requires operating segments are identified in a manner consistent with the internal reporting
provided to the chief operating decision maker. The Group determines its reportable segments
having regard to permitted aggregation criteria with the principal condition being that the operating
segments should have similar sconomic characteristics.

The principal activity of the ASA D-REIT is to invest in the acquisition of land, developing the land,
letting and stabilisation of leveraged purpose-built student accommodation (PESA}. The activities
are undertaken through project entities that are controlled by wholly owned subsidiaries, Acorn
Project {Two) LLP and Acorn Project (Three) LLP.

For the purposes of determining its operating segments, the chief operating decision maker has
been identified as the Investment Committee of the Board. This Committee approves investment
decisions, allocates the Group's resources and reviews the internal reporting in order to assess
performance.

The Group has determined that its operating segments are the management teams that report into
the Executive Committee of the Board. These management teams are all engaged in development
of the leveraged purpose-built student accommodation (PBSA) in Nairobi county and its environs.

Having regard to the aggregation criteria in IFRS 8, the Group has one reportable operating
sagment.

For the purpose of monitoring segment performance and allocating resourcos between segments,
all assets are considered to be attributable to the purpose-built student accommodation (PBSA)
developments.
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Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience and

other factors, including expectation of future events that are believed to be reasonable under the
circumstances.

Critical accounting estimates and assumptions

In the process of applying the accounting policies adopted by the Group, the Trustees make certain
judgements and estimates that may affect the amounts recognised in the {roup’s financial
information. Such judgements and estimates are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the current
circumstances. However, actual results may differ from those estimates. The judgements and
estimates are reviewed at each financial reporting date to ensure that they are still reasonable under
the prevailing circumstances based on the information available, and any revisions to such
judgements and estimates are recognised in the year in which the revision is made.

The estimates and assumptions that have a significant rigk of causing a material adjustment to the
carrying amounts of assets and liabilities are addressed below.

{a) Valuation of investment properties

The fair value of investment properties is determined by real estate valuation experts using
recoghised valuation techniques and the principles of IFRS 13 Fair Value Measurement. The

significant methods and assumptions used by valuers in estimating the fair vatue of investment
properties are set out below.
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3

Critical accounting estimates and judgements {continued)
Critical accounting estimates and agsumptions (continued)
{a) Valualion of investment properiies (continued)

Discounted Cash Flow {DCF) method was used to obtain the fair value of operational properties,
the Residual method was used for properties under construction while Market comparisen approach
wag used 1o obtain the fair value of vacant land. Under the DCF method, net income is determined
by considering gross income less cperating expenditure. The discount rate is determined with
reference to the current market conditions. The market comparison approach is based on
comparison of the subject praperty to similar properties which have been sold in the same market.
The Residual Method arrives at the value of the property by calculating the value of the property
assuming the planned development is completé and available in the market on the valuation date,
and deducting all outstanding development costs to completion including construction costs,
professional fees, and finance cost and a developer's profit.

At 31 December 2022, the estimated development costs to completion were Shs 2,371,255,000
(2021: Shs 4,138,357,000).

Critical assumptions are made in determining the value of investment properties. The fair value of
the properties of the Group are determined by an independent professionally qualified valuer. The
best evidence of fair value is current prices in an active market for similar properties. Where such
information is not available, information is considered from a variety of sources including discounled
cash flow projections or capitalised income projections based on a property’s estimated net market
income and a capitalisation rate derived from an analysis of market evidence. The properiies have
been valued on the basis of market value.

The significant methods and assumptions used by the valuer in estimating the fair value of
investment properties are set out below.

Changes in valuation technigues
There were no changes in valuation techniques during the year.
Highest and best use

Given the location of the investment properties, the current use of the properties is congidered the
highest and best use.

Fair vaitie hierarchy

The following table shows an analysis of the fair values of investment properties recognized in the
statement of financial position by level of the fair value measurament hierarchy

Fair value measurement using

Quoted Significant Significant Total Total gain for
prices in  observable unobserva the period in
active inputs  ble inputs the statement
markets of profit or loss
{Level 1} {Level 2) (Level 3)
Shs 000 Shs 000 Shs 000 Shs 000 Shs 000
31 December 2022
Investment properties - - 9,169,543 9,169,543 701,564
31 December 2021
Investment properties - - 7,757,000 7,757,000 1,067,833
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3 Critical accounting estimates and judgements {continued)
Critical accounting estimates and assumptions (continued)
{a) Valuation of investment properties (continued)

Transfers between hisrarchy levels

There were no fransfers between Levels 1, 2 or 3 during the period.

Fair value gains recorded in profit or loss for recurring fair value measurements categorized within
Level 3 of the fair value hierarchy amount to Shs 701,564,000 (2021: Shs 1,067,833.000) and are
presented in the statement of profit or loss in line item ‘Change in fair value of investment properties’.

Gains recorded in profit or loss for recurring fair value measurements categorized within Level 3 of
the fair value hierarchy are aftributable to changes in unrealized gains relating to investment

properties held at the end of the reporting period.

Valuation techniques used to denve Level 3 fair values

The table below summarizes the significant unobservable inpuls used in the fair value

measurement,
31 December 2022
Key unobservable Linden Beech Spruce Ashvale Willow Ebony
inputs Properties Properties Properties Properties Creek Creek
LLP LLP LLP LLP Properties Properties
LLP LLP

Growth rate of:

Residential income 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%

Retail income 3.00% 3.00% 3.00% 3.00% 3.00% 4.00%
Operational costs 27.00% 27.00% 31.00%  31.00% 35.00% 35.00%
Exit yield 8.50% 8.50% B.50% 9.00% 0.25% 9.25%
Discount rate 10.50% 10.50% 11.00% 11.00% 11.50% 11.50%
Minimum occupancy level 75.00% 92.00% 70.00%  70.00% 70.00% 70.00%
Maximum occupancy level 90.00% 893.00% 93.00% 93.00% 90.50% 90.50%
Developer’s profit - - 30.00% 30.00% 30.00% 30.00%

31 December 2021
Key unohservable Rowan Linden 8eech Spruce Ashvale
inputs Properties Properties Properties Properties Properties
LLP LLP LLP LLP LLP

Growth rate of:

Residential income 3.75% 3.75% 3.75% 3.75% 3.75%

Retail income 3.00% 3.00% 3.00% 3.00% 3.00%
Operational costs 30.00% 27.00% 27.00% 35% 27.00%
Exit yield 9.00% 9.00% 9.00% 9.00% 9.00%
Discount rate 10.50% 10.50% 11.00% 11.50% 11.00%
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3  Critical accounting estimates and judgements (continued)
Critical accounting estimates and assumptions {continued)
Sensitivity analysis
Changes in the above assumptions could affect the reported fair value of investment properties for
the period ending 31 December 2022. We have summarized in the table below the

increases/decreases in fair value arising from a reasonable shift for each of the below factors while
holding all other factors constant;

Base Increase Decrease

assumption
2022 Shs’ 000 Shs’ 000 Shsg’ 000
Change in residential income; +/-5% 8,834,500 591,400 (591,400}
Change in retail income; +/-5% 8,934,500 10,000 {(10,000)
Change in operational costs: +/-5% 8,934 500 {266,200) 266,200
Change in discount rate: +/-5% 8,934,500 (430,900) 450,400
Change in exit yield: +/-5% 8,934,500 {272,000) 303,800
Change in cccupancy rate: +/-5% 8,934,500 656,200 {655,200)
Change developer profit: +/-5% 8,934,500 {69,600) 68,600
Change in residential income; +/-5% 8,934,500 {114.000) 113,000
Base Increase Decrease

assumption
2021 Shs’ 000 Shs’ 000 Shs’ 000
Change in residential income; +-5% 7,757,000 546,800 (557,700)
Change in retail income; +/-5% 7,757,000 10,400 (21,300)
Change in operational costs: +/-5% 7.757,000 {147,200) 146,200
Change in discount rate: +/-5% 7,757,000 {273,600) 284,350
Change in exit yield; +/-5% 7,757,000 (227 500) 246,200

A reconciliation of opening to closing balance for the investment properties is presented in note 12.
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4

Financial risk management

The Group's activities expose it to a variety of financial risks and those activities involve the
analysis, evaluation, acceptance and management of some degree of risk or combination of risks.
Taking risk is core to the Group's business, and the operational risks are an inevitable consequence
of being in business. The Group's aim is therefore to achieve an appropriate balance between risk
and return and minimise potential adverse effects on its financial performance. The key types of
risk include:

a) Market risk — currency risk, interest rate and price risk;
b) Credit risk; and
¢) Liquidity risk.

The Group’s overall risk management programme focuses on unpredictability of changes in the
business environment and seeks to minimise the potential adverse effect of such risks on its
performance by setting acceptable levels of risk.

The Group recegnises that in order to pursue its objectives and take advantage of opportunities, it
cannot avoid taking risks, and that no risk management programme can aim to eliminate risk fully.

The Group's general risk management approach is to increase the likelihood of success in its
strategic activities, that is, to raise the poteniial reward of its activities relative to the risks
undertaken.

Accordingly, the Group's approach 1o risk management is intended to increase risk awareness and
understanding, and thus support faking risks where appropriate, in a structured and controlled
manner. The Group recegnises that in pursuit of its mission and investment objectives it may
choose to accept a lower level of reward in order 10 mitigate the potential hazard of the risks
involved.

To assist in implementing its risk management policy, the Group has;

+ identified, analysed and produced a risk management strategy for those risks which might
inhibit it from achieving its strategic objectives and which would threaten its ohgoing survival;

s raised awareness of and integrated risk managament into its management policies;

e promoted an understanding of the importance and value of risk management, particularly
associated with investment opportunities; and

e gstablished risk management roles and responsibiliies for its Trustee, Audit and Risk
committee and the risk department.

The Board has put in place an Audit and Risk committee to assist it in assessing the risk faced by
the Group en an ongoing basis, evaluate and test the design and effectiveness of its intermal
accounting and operational controls.

{a) Market risk

Market risk is the rick that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices. Market risk comprises three types of risk; interest rate risk,
currency risk and other price risk, such as equity price risk and commodity risk. The Financial
instruments affected by market risk are payables to contractors which are mainly exposed to
currency risk.
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4

Financial risk management (continued)
{a) Market risk (continued)
(7)) Foreign currency risk
The Group operates wholly within Kenya and its assets and liabilities are reported in the local currency.

The Group had minimal foreign currency denominated assets or liabilities at 31 December 2022 such
that the sensitivity analysis borne of the foreign exchange rate would not have a material impact on
the Group's financial statements as presented.

{ii) Interast rate nisk

Interest rate risk arises from the possibility that changes in interest rates will affect future profitability
or the fair value of financial instruments. Interest rate risk to the Group is the risk of changes in market
interest rates reducing the overall return or increasing the cost of finance. The Group is not exposed
to interest rate risk as it borrows funds at a fixed interest rate of 12.25% and also holds cash deposits
with financial institutions. The interest rates on the cash deposits are fixed and agreed upon in
advance.

{b} Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other
party by failing to discharge an aobligation. Credit risk mainly arises from financial assets and is
managed on a group-wide basis.

Credit risk on financial assets with banking institutions is managed by dealing with institutions with
good credit ratings and placing limits on deposits that can be held with each institution.

The majority of the Group's income comprise rental income payable in advance; credil risk associated
with tenants is managed, in the case of individuals, by basic financial checks before accepting a
tenant and by prompt follow up of any arrears. For commercial tenants’ leases are only entered into
with parties where the assessment of credit risk is satisfactory and again is further controlled through
prompt follow up of arrears. Credit risk on other trade receivables is managed by ensuring that credit
is extended to customers with an established credit history. The credit history is determined by
considering the financial position, past experience and other relevant factors.

In assaessing whether the credit risk on a financial asset has increased significantly, the Group
compares the risk of default occurring on the financial asset as at the reporting date with the risk of
default occurring on that financial asset as at the date of initial recognition. In deing so, the Group
considers reasonable and supportable information that is indicative of significant increases in credit
risk since initial recognition and that is available without undue cost or effort, There is a rebuttable
assumption that the credit risk on a financial asset has increased significantly since initial recognition
when contractual payments are more than 30 days past due.

For this purpose, default is defined as having occurred if the debtor is in breach of contractual
obligations, or if information is avaitable internally ar externally that suggests that the debtor is unlikely
to be able fo meet its obligations. However, there is a rebuttable assumption that that default does not
occur later than when a financial asset is 90 days past due.

If the Group doas not have reasonable and supportable information 1o identify significant increases in
credit risk and/or to measure lifetime credit losses when there has been a significant increase in credit
risk on an individual instrument basis, lifetime expected credit losses are recognised on a collective
basis. For such purposes, the Group groups financial assets on the basis of shared credit risk
characteristics, such as:

39



Acorn Student Accommodation Development Real Estate Investment Trust
Financial Statements
For the year ended 31 December 2022

Notes (continued)

4 Financial risk management {Continued)
(b) Credit rigk (continued)

s type of instrument;
« industry inwhich the debtor operates; and
¢ nature of collateral.

The maximum exposure to credit risk for the components of the statement of financial position at
31 December 2022 is their carrying amount as illustrated in the tables below:

Group

Gross carrying Expected Net

amounts cradit losses amounts

At 31 December 2022 Shs’000 Shs'000 Shs'000
Bank balances (Note 13) 622,431 - 822431
Trada and other receivables (Note14) 110,761 - 110,761
Due from related parties {Note 20} 16,566 . 16,566
Exposure to credit risk 749,758 - 749,758
At 31 December 2021
Bank balances (Note 13} 391,875 - 3INBT5
Trade and other receivables (Note14) 93,212 - 93,212
Due from related parties (Note 20) 1,373 - 1,373
Exposure to credit risk 634,567 - 634,567
ASA D-REIT
At 31 December 2022
Bank balances {(Note 13) 23,355 - 23,355
Trade and other receivables (Note 14) 133 - 133
Exposure to cradit risk 23,488 - 23,488
At 31 December 2021
Bank balances 86,029 - 86,029
Exposure to credit risk 86,029 - 86,029
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Financial risk management {Continued)
{b) Credit risk {continued)

*The credit risk on bank balances is limited as the counterparties are all recognised financial
institutions with good reputation. Nane il the balances are past due or impaired and no collateral
is held for these balances. ECL has been assessed using a 12- month ECL, based on credit ratings
assigned to the financial institutions by external rating agencies.

**Trade and other receivables are made up of debt guarantee reserve account, deposits and other
receivables. Prepayments are excluded as they do not poss a cradit risk. The balances are settled
no more than 12 months after the reporting date. All the balances are non-interest bearing. None of
receivables and other financial assets at amortised cost are past due or impairad. No collateral is
held for these assets.

ECL for the above balances was assessed as immaterial and has therefore not been recognised in
these financial statements,

¢) Liquidity risk
Liquidity risk concerns the ability of the Group to fulfil its financial obligations as they become due.
The Group’s approach to managing liquidity is to ensure, as far as possible, that it will always have

sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions,
without incurring unacceptable losses or risking damage to the Group's reputation.

The Group manages liquidity risk by:

« maintaining adequate cash reserves and banking facilities on the parent company and operating
subsidiaries’ balance sheets; and

» continuously monitoring forecast and actual cash flows and matching the maturity profiles of
financial assets and liabilities.

The Group has developed internal control processes and contingency plans for managing liquidity
risk including maturity gaps that incorporates an assessment of expected cash flows.

To manage it's liquidity gaps, the Group, through it's subsidiary, Acorn Project Two LLP has issued
MTN notes which have a tenor or & years, and whose repaymentis at the option of the Group. The
Group makes drawdowns from the MTN on a need basis, primarily to fund it's development
projects.

The tables below summarises the maturity profile of the undiscounted cash flows of the Group's
and DREIT’s financial assets and liabilities as at 31 December.
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4 Financial risk management {Continued)

c) Liguidity risk (continued)

Group On Less than Jto12 Over
Demand 3 months months one year Total
At 31 December 2022 $hs 000 Shs 000 Shs 000 Shs 000 Shs 000
Financial assets
Cash and bank halances (Nota 13) 622,431 - - - 622431
Trade and other receivables (Note - 1.371 - 109,390 110,761
15)
Due from related parties (Note 20} 18,566 - - 18,566
622,431 17,937 - 109,390 749,758
Financial liabilities
Borrowings {Note18) - 54,059 4,302,310 4 356,369
Trade and other payables (Note 19) - 393,959 - - 393,959
Due to related parties {Note 20) - 223,247 - 49,277 272,524
- 671,265 - 4,351,587 5,022,852
Liguidity gap at 31 December
2022 622 431 (653,328) - {4,242197) (4,273,094)
At 31 December 2021
Financial assets
Cash and bank balances (Note 13) 391,875 - . - 391,875
Trade and other receivables (Note - 9,917 - 83,295 93,212
14)
Due from related parties (Note 20) . 1,373 - - 1,373
391,875 11,290 - 83,295 486,460
Financial lfabilitles
Borrowings (Note 18} - 49411 - 3,680,771 3,730,182
Trade and other payables {Note 19) - 222,858 - - 222,858
Due to related parties (Nete 20) - 165,629 - 23,825 189,454
- 437,898 - 3,704,596 4,142,494
Liquidity gap at 31 December
2021 391,875 (426,608) - {3,621,301) (3.656,034)
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Financial risk management (Continued]

) Liquidity risk (continued)
ASA D-REIT

At 31 December 2022

Financiat assets
Cash and bank balances (Note 13)
Trade and other receivables {Note 14)

Financial abilities

Due 1o related parties (Note 20)
Trade and other payables (Note 19)

Liquidity gap at 31 December 2022

ASA D-REIT
At 31 December 2021

Financial assets
Cash and bank balances (Note 13)

Financial liabilities
Due to related parties (Note 20)
Trade and other payables (Note 19)

Liquidity gap at 31 December 2021

On Less 3to12 Over
than
Demand 3 months one Total
months year
Shs 000 Shs000 Shs000 Shs 000 Shs 000
23,385 - - 23,355
- 133 - - 133
23,355 133 - - 23,488
- 159910 - - 159,910
= 46,388 - 44,3488
- 206,298 - = 206,298
23,355 (206,165) - (182,810)
86,029 - - 86.020
£6,029 - - - 86,029
- 116,345 - - 116,345
- 23,245 - - 23,245
- 139,590 - - 139,590
86,029 (139,590) - - (53,561)
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Capital risk management

The Group’s objectives when managing capital are to safeguard the Group's ability to continue as a
going concern in order to provide returns for unit holders and to maintain an optimal capital structure
to reduce the cost of capital. In order to maintain or adjust the capital structure, the Group may limit
the amount of dividends paid to unit holders, issue new units, or sell assets to manage capital.

The Group’s policy is to maintain a strong capital base so as to maintain investor, creditor and market
confidence and to sustain future development of the business. The impact of the level of capital on
unitholders’ return is important and the Group recognises the need to maintain a balance between
the higher returns that might be possible with greater gearing and the advantages and security
afforded by 3 sound capital position.

The capital structure of the Group consists of borrowings, bank balances and equity attributable to the
unitholders.

The Group manages its capital structure and makes adjustments in light of changes in economic
conditions. To maintain or adjust the capital structure, the Trustee may adjust the number of
dividends to unitholders, return capital to unit holders or issue additional units. The Group monitors
capital using a gearing ratio, which is net debt divided by total capital plus net debt. The Group
includes within net debt, interast bearing borrowings, less cash and short-term deposits. During 2022,
the Group's strategy was to maintain a gearing ratio within 25% to 50%. The ASA DREIT did not
have any borrowing as at 31 December 2022 (2021: Nil). The Group gearing ratio at 31 December
2022 was as follows;

Group

2022 2021

Shs 000 Shs 000

Interest bearing borrowings {Note 18) 3,558,859 2775811
Less: Cash and bank balances {(Note 13) (622,431} (391,875)
Net borrowings 2,936,428 2,383,936
Equity (Unitholders’ funds) 6,155,642 5232611
Total capital 9,092 070 7.618,547
Gearing ratio - % 32% IN%
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6 Rental income

Group
2022 2021
Shs ‘000 Shs ‘000
Residential rental income 308,569 57,887
Commercial rental income 2,462 1,135
311,021 59,022

7  Otherincome
Group ASA D-REIT
2022 2021 2022 2021
Shs ‘000  Shs ‘000 Shs ‘000 Shs <000
Other income 34,936 18677 - 6,868

The balance relates to a write back of amounts payable to other related parties.

8 Administrative expenses Group ASA D-REIT
2022 2021 2022 2021
Shs ‘000 Shs ‘000 Shs ‘000 Shs 000
Utilities and maintenance costs 15,616 6,061 -
Office expenses 19,752 8,600 1838 -
Staff costs 37,099 18,753 - -
Professional fees 17,340 18,700 7,995 17,501
VAT write-offs - 16,973 - 16,973
Sales and marketing 2,320 1,792 - -
Licenses and compliance 1,377 2,724 - -
Insurance 4,487 - - -
Property management 15,171 - - -
Brokerage fees - 255 - 255
Other expenses 337 - 83 -
Audit fees 60,811 7,124 5,714 1,650
Properly management fee - 72,352 - -
174,310 163,334 15,630 36,379
9  Salaries and other staff costs Group

2022 2021

Shs ‘000 Shs ‘000

Salaries and wages 28,501 14,755

Staff welfare and uniforms 8,346 3,936

Other payroll costs 252 62

37.009 18,753
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10 Operating expenses

DREIT management fees
Register of unit holders
Trustee and custodial fees
Project manager certifier fees
Valuer fees

CMA license fee

Placement fees

11 FlInance income and costs

Finance income
Interest income

Finance costs

Interest expense on borrowings
Foreign exchange loss on
borrowings

Net finance (costs)/income

12 Investment properties

At start of year

Additions from acquisition
Construction costs in the year
Disposal

Capitalised borrowing costs
Change in fair value

At end of year

Actual cash payments
Accrued borrowing costs

Group and ASA D-REIT

2022 2021
Shs 000 Shs ‘000
128,730 78,510
598 330
52,398 31,401
3,799 4,936
3,120 2,100
(6,307) 6,457
1,352 -
183,690 121,734
Group ASA D-REIT
2022 2021 2022 2021
She ‘000  Shs ‘000 Shs ‘000 Shs ‘000
6,121 8,945 1,420 -
(311,877)  (103,250) - (3,547)
- (279) - -
(311,877) (103,529} - {3,547}
{305,756) (94,584) 1,420 (3,547)
Group

2022 2021

Shs ‘000 Shs ‘000

7,757,000 -

- 5,355,940

2,294,714 1,099,558

{1,757 ,618) -

173,483 233,669

701,564 1,067,833

9,169,543 7,757,000

For the purposes of the statement of cashflows, capitalised borrowing costs are made of.

161,203 114,927

12,680 118,742

173,883 233,669
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13

14

15

Investment properties (continued)

*Borrowing costs include transaction fees and costs paid by the Group to raise additional funding
through the Medium term note. Additional details on the MTN are included in note 17.

Pledge as security for borrowings

The investment properties valued at Shs 8,680,500,000 {2020; Shs 7,757,000,000) have been
pledged as security for borrowings obtained by the Group.

Cash and bank halances Group ASA D-REIT
2022 2021 2022 2021
Shs 000 Shs 000 Shs 000 Shs 000
Cash and bank balances 622,431 391,875 23,355 86,029
Trade and other receivables Group ASA D-REIT
2022 2021 2022 2021
Shs 000 Shs 000 Shs 000  Shs 000
Advance payments to contractors 23,979 127,725 - 2
Debt service reserve account 109,390 83,296 - =
Advances and other prepayments 1,041 49 549 - 8,760
Other receivables i7e 9917 133 -
Trade debtors 995 & = =
135,781 270,486 133 8,760
Current 26,391 187,191 133 B, 760
Non - current 109,390 83,295 - -
135,781 270,486 133 8,760

Debt service reserve account relates to prepaid three-months interest on the medium term note to
the MTN Trustee, in accordance with terms of the MTN issue.

Financial assets at fair value through profit or loss

Group and ASA-DREIT

2022 2021

Shs’000 Shs'000

At start of year - -
Additions in the year 435,000 -
Changes in fair value - -
At end of year 435,000 -

The balance relates to the fair value of ASA I-REIT unils received in exchange for the transfer of
subsidiary (Note 16).
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Investment in subsidiaries

{a} Investments In subsidiaries

Below is a summary of the subsidiaries’ shareholding, country of incorporation and principal activities at

31 December 2022

Subsidiary

Ownershi}a Ownershg;z Country of

Principal activities

A incorporation
2022 2021
Acorn Project (Two) LLP 100% 100% Kenya Student Accommodation
Acomn Project (Three) LLP 100% - Kenya Student Accommodation
Year ended 31 At start Share of Additions Capital Disposal Atend of
December 2022 of year profitt  arislng from injections/ year
{loss) for buginess {withdrawal)
the year combination
Shs ‘000 Shs ‘000 Shs ‘000 Shs ‘000 Shs ‘000

Acorn Project (Two)
LLP 5,174,456 582,632 = 618,062 (963,046) 5412104
Acom Project
(Thres) LLP (489) 388.881 - 388,392

5,174,456 582,143 - 1,006,943 (963,046) 5,800,496
Year ended 31 December 2021
Acom Project Two - 930,672 4,103,660 140,124 - 8,174 A56

LLP

Capital withdrawal was settled both in cash and non-cash terms. The Non-cash item relales to

setilement of property disposal through the issue of units in the ASA |-REIT as expressed under note

15,

Cash investments
Non-cash investments

2022 2021
Shs 000 Shs ‘000
£28,046 -
435,000 -
083,046 -
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(a)

{b)

Investment in subsidiaries {continued}
Investments in subsidiaries {continued)

Acom Project Two LLP in a nen-operating holding company for the following project entities, which are
all involved in the development of student accommodation properties.

Ownership % Country of Principal activities
incorporation
2022 2021
Rowan Properties LLP - 100% Kenya Student Accommodation
Linden Properties LLP 100% 100% Kenya Student Accommodation
Beech Properties LLP 100% 100% Kenya Student Accommodation
Spruce Properties LLP 100% 100% Kenya Student Accommodation
Mahogany Properties LLP 100% 100% Kenya Student Accommodation
Asghvale Properties LLP 100% 100% Kenya Student Accommodation
Hemlock Properties LLP 100% 100% Kenya Student Accommodation
Scotchpine Properties LLP 100% 100% Kenya Student Accommodation

Acorn Project Three LLP in @ non-operating holding company for the following project entities, which
are all involved in the development of student accommodation properlies.

Cwnership % Country of Principal activities
incorporation

2022 2021
Maanolia Creek Properties 100% - Kenva Student Accommodation
Ebonv Creek Properties LLP 100% - Kenva Student Accommodation
Willow Creek Properties LLP 100% * Kenva Student Accommodation
Elowen Properties LLP 100% - Kenva Student Accommodation
Lancewood Pronerties LLP 100% = Kenva Student Accommodation
Pecanwood Properties LLP 100% - Kenva Student Accommodation
Soicebark Properties LLP 100% - Kenva Student Accommodation
Tallowwood Proparties LLP 100% - Kenva Student Accommodation

Disposal of a subsidiary

In October 2022, the Group subsidiary, Acorn Project (Two) LLP and the Acorn Student
Accommaodation Income Real Estate Investment Trust {(ASA |-REIT) entered into an agreement
to transfer 100% of Acorn Project (Two) LLP partnership interests in Rowan Properties LLP to
the ASA I-REIT for a total consideration of Shs 1,785,000,000.

A summary of the net assets of the subsidiary at disposal and the consideration received is as
follows:

Shs’'000
Net assets at disposal:
Investment properties 1,757,618
Other assets less liabilities 26,904
Net carrying amount of subsidiary 1,784,522
GConsideration received:
Cash proceeds received 1,300,000
Fair value of ASA I-REIT units received {(Note 15) 435,000
1,785,000
Gain on disposal of a subsidiary 478
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17  Unit holders’ funds

18

Group and ASA D-REIT

2022 2021
Number of Number of

units Value units Value

Shs 000 Shs 000

At start of year 219,528,723 4,353,775 - =
Issue of units, net of

transaction costs 24,714,422 538,788 219,528,723 4363775

At end of year 244,243,145 4,892,563 219,526,723 4,353,775

For the purposes of the statement of cashflows, issued units were settled by:

Cash settled
Exchange for investment properties

Borrowings

At start of year

Additions arising from acquisition of a subsidiary
Additional drawdowns in the year

Principal repayments

Interest expense

Interest payments

At end of year

Current
Non — current

2022 2021
Shs ‘000 Shs ‘000
538,788 879,952
- 3.473,823
538,788 4,353,775
Group
2022 2021
Shs ‘000 Shs ‘000
2,775811 -

- 2,029,000
1,578,600 1,474,400
(800,200) {777.,000)

382,305 267,588
{377.857) (218,177)
3,658,859 2775811

54,059 49,411
3,504,800 2,726,400
3,658,859 2,775.811
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In October 2019, Acorn Project (Two) LLP issued a Green Bond of Shs 5 billion. The Medium Term
Note (MTN) was successfully re-opened in September 2021 and upsized to Shs. 5.7 billion.

The MTN was issued through a restricted public offer to professional investors. The purpose of the
loan is to finance construction of purpose-built student accommodation in Nairobi and its environs,
The borrowings are secured by:

(i) a composite debenture over all the assets of the issuer and the project entities;

{i) a legal charge over each fitte of land held by the project entities over which the project
developmeni wil be constructed;

{iii) 50% guarantee from GuarantCo (the guarantor} on principal and interest payments;

{iv) corporate guarantee by Acorn Holdings Limited;

{v) pledge in respact of the ASA D-REIT interest over the partnership interests of the issuer in each
of the project entities under the MTN including the various subordination agreemenits; and

{vi) charge over each collection account and the debt service reserve account.

The principal amount is repayable over a term of 5 years with yearly redemption clause at issuer's
option. The interest rate is at a fixed rate of 12.25% per annum. The drawdown will be in 14 quarterly
tranches as actual project development progresses. The interest repayments are made on quarterly
intervals from the first drawdown

19 Trade and other payables

Group ASA D-REIT

2022 2021 2022 2021

Shs 000 Shs 000 Shs 000 Shs 000

Trade payables 184,896 12179 7,387 11,662
Payable to contractors 108,261 46,915 - -
Other payables and accrued expenses 71,291 37,028 39,001 11,583
Tenant deposits 29,511 26,736 - .
393,959 222,858 46,388 23,245

20 Related parties and related party transactions

The immediate and ultimate parent of Acorn Student Accommodation Development Real Estate
Trust is Acorn Heldings Limited. There are other companies that are related to the entity by virtue of
common directorship and ownership.

Related party fransactions constitute the transfer of resources, services or obligations between the
Group and a party related to the Group, regardless of whether a price is charged. For the purposes
of defining related party transactions with key management, key management personnel are those
individuals who have the authority and responsibility for planning and exercising power to directly or
indirectly control the activities of the entity and its employees.

The DREIT considers the Board of trustees, Directors of the ASA D-REIT Manager, executive and
non-executive Directors, 0 be key management personnel for the purposes of IAS 24 = related party
disclasures.

The DREIT enters into transactions, arrangements and agreements involving the key management
and their related concemns in the ordinary course of business.

The fellowing transactions were carried out with related parties:
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20 Related partics and related party transactions {continued)

a) Due from related parties

Rowan Properties LLP

Acacia Vale Properties LLP
Acormn Management Services Lid
Edenvale Developments LLP
Spring Green Properties LLP

Group

2022
Shs 000

495
4,839
136
2627
8,469

2021

Shs 000

1,373

16,566

1,373

Rowan Properties LLP, Acacia Vale Properties LLP, Edenwvale Developments LLP, and Spring
Green Properties LLP are wholly owned subsidiaries of ASA |I-REIT.

b) Due to related parties

Acacia Vale Properties LLP

Acorn Management Services Limited
Acorn Investments Management Limited
Acorn Holdings Limited

ASA |- REIT

Spring Green Properties LLP

Edenvale Properties LLP

Rowan Properties LLP

Ashwvale properties LLP

Spruce Properties LLP

Current
Non-current

Group ASA D-REIT

2022 2021 2022 2021

Shs 000 Shs 000 Shs 000 Shs 000

23,824 32,825 "

96,122 88,478 - -

1,859 50,430 1,859 50,430

125,000 12,015 125,000 12,915

- 4 616 - -

135 165 - -

61 25 - -

25,523 - - 20,000

: 5 51 -

- - 33.000 33,000

272,524 189 454 159,910 116,345
49,277 23,825 - -
34,257 102,285 159,910 116,345
272,524 189,454 159,910 116,345

Non-current balances relate to contribution to Debt service reserve account (Note 13}.

There were no provisions for doubtful debts related to the amount of outstanding balances and no
expense was recognisad during the period in respect of bad or doubtful debts due from related parties.

All transactions with related partiss are at commercial terms in the ordinary course of business.
Outstanding balances are to be setiled in cash in the subsequent year.
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20 Related parties and related party transactions (¢ontinued)

(c) Transactions with related parties

The table below shows the value of products and services provided to the ASA D-REIT by

related entities, during the period

Year ended 31 December Property and Trustes DREIT Other Total
2022 project and management services;
management custodial services sale of
and marketing  services electricity
services purchase and
fuel
Shs'000 Shs'000 Shs'000 Shs'000 Shs'000
Cooperalive Bank Limited - 52,308 - - 52,398
Acorn Management
Sarvices Limited 88,478 - - - 88,478
Acorn Investments
Management Limited - - 128,730 - 128,730
Edenvale Properties LLP - - - 62 62
Spring Green Properties
LLP - - 5,906 5,906
88,478 52,398 128,730 5968 275574
Year ended 31 December
2021
Cooperative Bank Limited - 27653 - 27,853
Acorn Management
Services Limited 88478 - - 88,478
Acomn Investments
Management Limited 50,430 - 17,952 - 68382
Edenvale Properties LLP - - - 25 25
Spring Green Properties
LLP - - - 165 165
138,908 27,653 17,952 190 184,703
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Contraclual commitments
The Group had significant capital expenditure contracted for at the end of the reporting period

majorly relating to construction contracts with the main contractors but not recognised as
liabilities is as follows:

2022 2021
€hs’000 Shs'000
investment properties
Linden Properties LLP - 56,656
Beech Properties LLP - 103,429
Spruce Properties LLP 277,390 842,105
Ashvale Properties LLP 1,421,533 1,458,125
Willow Properties Creek LLP 608,372 -
Magnolia Properties Creek LLP 2,234,765 -
Ebony Properiies Creek LLP 715,000 -
1,698,923 2,260,315
Borrowings

On 23 December 2022, the Group subsidiary, Acorn project (Three) LLP entered into a binding
agresment with ABSA Bank Kenya Plc for Shs 6.7 billion revolving facility to finance in parn the
properties held by the Patnership. No drawdowns had been done at 31 December 2022,



