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FOUNDATIONS FOR SUCCESS

We create the places and residences that provide the common ground
for like-minded young people to form homogeneous communities that
have shared lifestyles, interests and values.



ASA-IREIT at a glance

Who We Are

09
10
11
12

What Qwetu means to our

14
15
3

Structure of the ASA-IREIT

ASA-IREIT at a glance

Residents

Key Operational Highlights

Financial Highlights

Reasons to Invest

Governance

84  REIT Manager's Board of Directors

89  REIT Management Team
92  Corporate Governance Report

99  Report of the Trustee

102 REIT Manager Compliance Report

Financial Statements

106
109

110

111

Report of the REIT Manager 160

Certification of the Financial 163
Statements by the Trustee

Statement of REIT Manager's
responsibilities

Independent Auditor's Report

Consolidated Statement of Profit
or Loss and Other Comprehensible
income for the Year Ended 31
December 2022

The ASA-IREIT Statement of Profit
or Loss and Other Comprehensible
income for the Year Ended 31
December 2022

Consolidated Statement of
Financial Position as at 31
December 2022

The ASA-IREIT Statement of
Financial Position as at 31
December 2022

Consolidated Statement of
changes in Trust's Equity for the
Year ended 31 December 2022

The ASA-IREIT Statement of
changes in Trust's Equity for the
Year ended 31 December 2022

Consolidated Statement of Cash
Flows for the Year ended 31
December 2022

The ASA-IREIT Statement of Cash
Flows for the Year ended 31
December 2022

Notes to the Financial Statements
for the year ended 31 December
2022

Other Information

Glossary

Our Information




ciaojam b Oramasts 51iﬂmﬂ bnn;nur

R

~karibu

. ”j“‘u r merhaba

»"HILI
Jerr oY :
*clao

habari

= e e v 3
'5'-“3 wrh ome

sniaje

nos hallo 3¢

'wCOciao
-.élcome......... |

& AT
01 AT A GLANCE

hola
9 Who We Are
10 Structure of the ASA-IREIT
11 ASA-IREIT at a glance
12 What Qwetu means to our Residents

14 Key Operational Highlights

15 Financial Highlights

16 Reasons to Invest




2022 Annual Report and Financial Statements | 9

WHO

ey S
g

= o)

(]

®

=

o 5
e We are Kenya's largest ownerand operator of purpose-built e

<l : el R L - R i student accommodation, “PBSA". We are also Africa’s first
. b s SR - i =T T e SAE Student Accommodation Income Real Estate Investment
. > : ¥ ’ Trust “I-REIT",

Mission

Transforming rental housing in Sub-Saharan Africa by
providing affordable, quality, safe, and environmentally
P‘ Pl sustainable solutions and investments starting with

l_'—i—l_l purpose-built student accommodation “PBSA’.

Vision
To build a best in market sustainable business that
profitably develops, owns, and manages the most sought

after resilient purpose-built rental accommodation for

students.

L O O O Unique value proposition

"%’ \ 27‘-.“‘ m Creating communities
: s We create the places and residences that provide the common
W ground for like-minded young people to form homogenous

communities that have shared lifestyles, interests, and values.

= Creating wealth and financial freedom
-"-"3 d . We have created investment solutions that enable working people
and investors to accumulate passive wealth and achieve financial
freedom using income generating Real Estate assets.




10 | 2022 Annual Report and Financial Statements

STRUCTURE OF THE ASA I-REIT

The ASA I-REIT is held in trust by the Trustee (Co-operative Bank of Kenya, “Co-op Bank”) and professionally
managed by a REIT Manager (Acorn Investment Management Limited, AIML”). The properties in the ASA |-REIT are
professionally managed by a Property Manager (Acorn Management Services Limited, AMSL")

Trustee

REIT
Manager

acorn i-reit

E—
REIT Management

Student Accommodation

Acorn Investment
Management Ltd

Quwetu [JogooRoad (Quwetu |Ruaraka Qetu | Wilson View

Quwetu |Parklands  (Quuetu | Aberdare Heights |

Property Management

Property
Manager

Acorn Management
Services Ltd
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ASA I-REIT AT A GLANCE

Qwetu residences, under the ASA 1-REIT, are a home to
more than 3,000 students where they get to study, learn,
and connect with friends and peers. The residences are
fully equipped to host students during their campus life.

One of our highest considerations is on the safety and wellbeing of our residents, exhibiting high standards of

cleanliness and hygiene.

We have 5 properties under the ASA I-REIT in Nairobi with over 3,000 beds. These are:

@ Qwetu | Jogoo Road

@ Qwetu | Ruaraka
@ Qwetu | WilsonView

Qwel’.u | Parklands We have 5 properties under
- the ASA I-REIT in Nairobi with
@ Q\wetu | Aberdare Heights | y over 3,000 beds.

ASA I-REIT at a glance
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WHAT QWETU MEANS TO
OUR RESIDENTS

A Community

Free High
Speed WiFi

Friendships Value For
FOr L|fe Superb MOneyGame

Multifunctional Gym Nights

Best Learning Environment Marvelous FUNKky
Uninterrupted Water Supply Amenities
Super Cool Indoor Games Sensational

Amazing St.affVi brant Pl ace
Amazingly Hygienic
Great Big Social Lounges

| Feel
LIVINngBest Sone Feels

GP&TJ‘E[M HostelairisHome
Qwetu

Timely services

Free cool vibes Su per
Skillshare

Access Convenient Living
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KEY OPERATIONAL HIGHLIGHTS FINANCIAL HIGHLIGHTS
DURING THE YEAR p

Distribution
per Unit

Management
Expense Ratio

ASA I-REIT at a glance

il

Distribution
Yield

Capital
Appreciation

2 new assets with a

ASA I-REIT achieved a 4

combined value of KES. NS =0 T T T T T mm T m T m e
. star rating and ranked

2.8 billion added to the 1st in Africa for the 2022

portfolio. GRESB assessment

<P

Serving students from over
120 tertiary institutions

Alliance with 25 tertiary
institutions

Net Asset Value
per Unit

Return

KES 1.1 billion of additional
external capital raised in
the ASA-I-REIT

We have over 50
nationalities residing at
Qwetu

KES 6.8 billion assets
under management
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REASONS TO INVEST

Scalable market opportunity

University enrolment in Kenya continues to grow with student numbers at 562,000 during
the academic year 2021/2022; a 3% increase from 546,700 recorded during the 2020/2021
academic year. This is an indication of a strengthening market to operate in as the demand
for student accommodation will remain and continue to significantly grow. The ASA I-REIT
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assets continued exhibiting resiliency throughout the year registering a portfolio average
occupancy of more than 85% despite the mid-year disruption to the academic calendar.

Industry leading operating brand

The Qwetu brand has become a recognizable brand in the student accommodation sector in
Nairobi and its environs offering one of the most sought-after quality student accommodation
offerings. There are currently no competitors in the sector who operate at the same scale or
possess a similar platform for sustained success. We are also increasing partnerships with
universities as well as business to business (B2B) collaborations with key foundations such
as the Mastercard Foundation and M-PESA Foundation.

Differentiated investment strategy

The target is to acquire stabilized properties that are within a 2.5 KM radius from the main
target university which attracts students from the growing pool of university students whose
accommodation requirements are relatively underserved by the hostels in Nairobi and its
environs.

Scalability

The ASA I-REIT has demonstrated its ability to scale through acquisitions with the addition of
two quality assets in 2022.This is in line with our promise of enhancing our investors’ return
through a wider asset base that ensures a bigger fund Net Operating Income (NOI) as well as
efficiencies arising from economies of scale.

Attention to Environment, Social and Governance

We aim to operate the business in a socially and environmentally responsible way. All the
properties that we invest in are IFC-EDGE certified making our properties more resource
efficient. The ASA I-REIT continues to be a trailblazer in sustainability registering exemplary
performance in the 2022 GRESB submission where it retained its first position ranking in
Africa and maintained a four star rating.







20 | 2022 Annual Report and Financial Statements

CHAIRPERSON'S
STATEMENT

Rose Mambo,
Chairperson, Acorn Investment Management Limited

Dear Investors and Stakeholders,

It is my pleasure to share with you the 2022 financial year results of the Acorn Student Accommodation Income REIT,

which demonstrate our continued commitment to growth and success.

In their second year of operations, the ASA REITs sought to lay the foundations for success, following on from the
prior season of uncertainty brought about by the COVID-19 pandemic. 2022 brought with it newer challenges such
as the disruptions to the academic calendar and the Russia-Ukraine war. In spite of these challenges, the ASA I-REIT
recorded a remarkable win in its journey towards building scale with a 69% growth in the number of beds from 1,773
in 2021 to 3,003 as at December 2022.

The ASA I-REIT remains a platform for a steady and predictable income stream for its investors.

| am delighted to report that we have achieved impressive results, exceeding our targets - the ASA |-REIT has
delivered an annual total return of 8.8% for the first two years, far exceeding the investor model target which was
pegged at 6.4%. This has been achieved during a period where other asset classes in the Capital Markets have

struggled, as can be seen in the chart below.

Asset Class 2-Year CAGR Comparison

9.2%
8.8% 8.8%
0.3%
__ s
Equities Fixed Bonds Pension ASA I-REIT
Income (S&P Funds (Actual)

Index)

Source: Zamara Consulting Actuaries Schemes Survey 2021 and 2022 Reports
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It is evident from above that if the average pension fund had invested in the ASA I-REIT, it would have delivered good returns,

compared to the rest of the portfolio.

In line with the above, the Board is recommending the payment of dividends with a final dividend of KES 132 million, payable
in April 2023.

Our success would not have been possible without the hard work and dedication of our talented team of the Board and the
management, whose unwavering commitment to excellence has been instrumental in our achievements. We are proud of what

we have accomplished and look forward to continuing to deliver outstanding results for our unitholders.

Thank you for your ongoing support and trust in the ASA I-REIT. We remain committed to upholding the highest standards of

corporate governance and transparency as we pursue our mission to create value for all our stakeholders.

-:j.t.-t.---ﬂ-.-lr .

Rose Mambo
Chairperson,
Acorn Investment Management Limited

Date: 315t March 2023
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MANAGING DIRECTOR'S
STATEMENT

Raghav Gandhi,
Managing Director, Acorn Investment Management Limited

Many university students feel that the sophomore year (the second year of your degree) is the toughest. You
think getting to know your surroundings and getting up to speed with a larger student base along with the
peer pressure was tough in the first year but then comes the second year where the professors impact you to
know your way around and so be able to handle a lot more intensity. Usually, it is not what is in your control

but the matters outside of your control that throw you off.

So, after the launch in 2021 of the Acorn Student Accommodation Real Estate Investment Trusts (“ASA REITS”),
2022 threw up different challenges. But as they say when the going gets tough, the tough get going. And |
believe that tackling the external challenges presented to us in 2022, will solidify the foundation to deliver

even greater success in the future for investors.

The global environment posed a different set of challenges

Just when we thought we were coming out of an epoch marked by a pandemic never experienced in our

lifetimes, 2022 ensured that the end of the tunnel was not there just yet.

The Ukraine-Russia conflict that kicked off the year led to considerable negative impacts, many that we
would not have expected, highlighting how entwined our lives have become in this global economy. The
considerable impact on supply chains of goods and materials in industry and our day-to-day lives led to an
unprecedented cost increase in recent history. After all, how many of us knew that Ukraine was one of the

leading producers of grain in the world.

With the geopolitical tensions, there was considerable increase in the price of commodities and that resulted

in an Increase in cost of utilities, which is a major component of our property operating expenses.

Despite these aspects, all the underlying assets continued their progress and hit their targets and a lot of that
is due to the resiliency of the demand, the business model and the work that we put in operationally to stay

ahead of the curve.

2022 highlighted that real estate is a risky asset class that needs to be undertaken by experienced professionals

with a track record of delivery, so as to maximize the possibility of returns for shareholders.
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Foundation for success

The second year for the ASA REITs was always planned to be about strengthening the institutional framework but the need
was exacerbated by the external environment that we faced. Extensive work was undertaken to strengthen the systems and
processes to ensure the underlying assets continue to perform as per the objectives. Given the cost inflation observed, greater

focus was placed on value engineering with a view to build a buffer for the future.

Foundations are also not built on one’s own and any business requires collaborators to deliver on its strategic goals. As always,
we have benefitted from both old and new partnerships, and we will strive to build more such relationships given the future

aspirations of the business.

Growth in investor base

When we speak of partners, we must start with our financial investors who showed more trust and confidence in us during the

course of the year.

We launched Kenya’s first ever REIT supplementary offers in Q2 2022. In the case of the ASA I-REIT, we launched an offer of
KES 2,803 million. The scale of the take-up during the rights issue and the open market offer periods left us humbled and was

a testament to the hard work by the team in engaging the market for education and knowledge-sharing.

Existing investors subscribed KES 433 million during the right issue (15% of the initial offer) and this was then followed up by
KES 1.6 billion by new investors. The offer was closed on 31st December 2022 with both targeted acquisitions complete so
that preparations could commence for the next annual supplementary offer. An ASA I-REIT supplementary offer is essential
for the growth of the fund so that we can continue the scaling up through the acquisition of steady-state and rent generating

properties.

We ended the year with 40 investors (a growth of 48% from last year) and were also able to welcome our largest single

investment from a local institution - a combined investment of KES 500mn in the ASA REITs.
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Vuka achieves milestone

Some of you may be aware that we had launched a digital retail aggregator platform in 2021 called Vuka. This was to enable
investment in the ASA I-REIT by retail investors who would be seeking liquid investments in real estate for as little as KES
50,000 per year. The majority of 2022 was then spent refining the systems and processes to ensure a smooth customer

onboarding process and understanding which distribution channels would deliver greatest success.

Vuka being a pioneering platform has the potential to aggregate significant retail capital from Capital Markets, an arena typically
dominated by institutional investors. This platform successfully exited the Capital Market Authority’s (“CMA”) Regulatory
Sandbox when the Authority granted a No-Objection to roll out the innovation to the mass market as per Regulation 29 (b) of
the Regulatory Sandbox Policy Guidance Note, 2019. We now have a considerable opportunity to crowd in retail investors at
scale over time with a controlled approach. If successful, this will provide a capital source to the ASA I-REIT. We will continue
to work closely with the CMA to deepen the retail sector even as they work to fully enact supporting legislation for similar

products in the coming months.

ESG and Health & Safety focus underpins the viability of our long-term strategy

Sustainable development is a responsibility we carry for our current and future generations. For the past few years, we have
pioneered work in developing an environmentally and socially conscious manner with right transparency standards for our

shareholders.

As a result, we were recognized both globally and locally on various fronts to back our sustainability initiative. To complement
the IFC Edge certification of the assets, we re-applied for GRESB ratings for both REITs and were very pleased to improve our

results from the previous years.




28 | 2022 Annual Report and Financial Statements

ESG and Health & Safety focus underpins the viability of our long-term strategy (continued)

This year the ASA D-REIT improved its rating so that both REITs achieved 4-star ratings. Moreover, the ASA D-REIT achieved
ranking of 1°t among its peer group both globally and in Africa. Meanwhile the ASA I-REIT also achieved a 4-star rating and
rankings of 15t in Africa and 3™ globally.

As an organization, Acorn also earned a silver rating from EcoVadis, which is a global certification for sustainability that spans

across all industries, whereas GRESB is a global benchmark that is keenly followed by investors in real estate.

acorn i-reit

Student Accommodation

EcoVadis
Sustainability Rating
Acorn attains an EcoVadis
Silver Rating

position in Africa in Global peer group  rating

Lastly, considerable effort was placed in 2022 to ramp up the safety function, which included a sizing up of the resources,

considerable training across the organization and implementation of global best practices in systems and processes.

This led to a considerable improvement in our safety track record. This is not an area that we will allow for complacency to

creep in and we will continue to strive for improvements given the extreme risks involved.
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ESG and Health & Safety focus underpins the viability of our Long-term Strategy (continued)

The first ever acquisition by the ASA I-REIT is then followed up by a landmark transaction between the

ASA REITs

The ASA |-REIT successfully completed its first ever
acquisition since launch, with the purchase of Qwetu
Parklands (533 Beds) in June 2022. This property was
completed in 2019 and has been a stellar performer
since inception, achieving stabilized occupancy within its
first twelve months. It had been envisaged as one pf the
seed assets at the time of launch but its acquisition was
delayed due to extenuating circumstances but we were
glad to finally get it across the line in the past year. The
property has bolstered the ASA I-REIT portfolio owing to its
strategic location in Parklands and within proximity to key

universities and tertiary institutions.

The two ASA REITs had originally been set up to have a
symbiotic relationship with the ASA D-REIT serving as the
pipeline feeder to enable the ASA I-REIT to scale up. As
many know, success in fund management is based on scale,
which results in fund expenses being spread across a wider
asset base, and thereby creating benefit for investors. For
this reason it was extremely important that we were able to
undertake the first transaction between the two ASA REITs,
which was the acquisition of Qwetu Aberdare Heights 1 by
the ASA |-REIT from the ASA D-REIT. The transaction took
place in the fourth quarter of 2022 and not only resulted in

ASA |-REIT acquiring a prime asset (well-designed, quality

finishings and strong occupancy) but also retiring the debt
principal attached to this project from the Acorn Green
Bond.

This transaction provided substantive validation of the ASA

REITs business model:

e aproperty being operationalized in the ASA D-REIT

e a property achieving its stabilization threshold and so
becoming eligible for transfer

e sufficient capital being raised by the ASA I-REIT to fund

the acquisition

As you will see, this will be the first of many transactions
between the ASA REITs.

Happy customers are the cornerstone of any
business

Unlike many real estate firms that only focus on the effective
delivery of the asset, our value chain is also comprised
of property management and the effective delivery of
customer experience. By ensuring that we provide not only
a fun and vibrant atmosphere but also a safe and secure
environment, we are able to garner more loyal customers.

This will then manifest itself in high and stable occupancy
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Happy customers are the cornerstone of any business (continued)

levels at our properties. For this reason, our customer-satisfaction (“CSAT”) score is the key performance indicator to ensure

our operational properties achieve their targets.

And the framework we have implemented to have each property’s management team strive for the highest customer
satisfaction, is to establish healthy competition between the teams. Each quarter CSAT surveys are held at all operational
properties and the highest-performing team is recognized among its peer group. These quarterly competitions then culminate
in an annual performance, where the winning team is announced and rewarded at a gala dinner. Beyond the recognition, this
framework gives each team the opportunity to share their learning with their peer group. So even though there is competition

which teams want to win, we all acknowledge that we can help each other be better.

BT Queww (i

After all that, we were pleased to recognize Team Qwetu Ruaraka as the winners for the 2022 customer excellence competition.
What was even more pleasing about this result was that Qwetu Ruaraka is one of our legacy assets (it is the 2" oldest in our
portfolio) and even though it is not as “shiny” as the newer properties, it speaks volume for the importance of the customer

experience as part of our value chain and its impact on success.

Strategic partnerships are the backbone of our growth potential

Operating within a broad, diversified space spanning equity capital to be raised. Any subsequent capital would
both real estate and the capital markets, having the right then be utilized for repaying the facility.
partners to complement our strength and capabilities is

extremely critical. One such relationship we benefited Despite the interest expense incurred, we felt that the

from this past year was with the Co-operative Bank. As
has been mentioned earlier, scaling up of the ASA I-REIT
is important for investors returns. This requires raising of
adequate equity which has a longer lead time given the
disparate processes among investors. With that in mind,
we took a strategic decision to bring in a short-term bridge
facility from Co-operative Bank to expedite the acquisition

of Qwetu Aberdare Heights | so as not to wait for sufficient

strong performance of the ASA |-REIT in its inaugural year,
when it exceeded its target substantially meant that we had
a cushion, which enabled us to afford the financing costs

from such a facility.

We target that this facility will be repaid in the next 12-18
months.

Portfolio Operating performance

The portfolio net operating income (“NOI”) grew by 23% in
a year when portfolio occupancy was impacted by some of
the lingering effects of COVID-19. Unfortunately, during the
last quarter of 2021, the university entrance examinations
did not take place as is the custom and these were then
shifted to take place in Q1 2022. This meant that the May
intake (many institutions in Kenya have three intakes during
the academic calendar) did not materialize with university
administration taking the call to shift the May intake into
the September intake. As can be expected this led to
occupancy in a number of the ASA I-REIT properties being
negatively impacted for four months between Q2 and Q3
for 2022. This disruption is not expected in 2023 as the

academic calendar has normalized.

We also undertook the work to make our demand a lot more
robust by growing our reach of institutions whose students
that we serve. The number of institutions has grown to 120
from 65 and we will continue developing strong alliances

with them.

Financial Performance

The ASA |-REIT recorded more than 20% growth in rental
income to KES 442 million, driven by strong occupancy
through the operational properties, rent escalation and
optimized operational efficiency, as well as the scaling up

of the portfolio through the acquisition of two new assets.

For the 12 months to 31t December 2022, the ASA I-REIT
achieved a profit of KES 505 million, which represented a
growth of 30% from the prior year. The profitability was
achieved through a combination of the aforementioned
growth in portfolio NOI and a valuation gain of KES 365
million but was diminished by the interest payable on a
new debt facility sourced to build traction on acquisition of
assets - the interest expense amounted to KES 22.8 million,

which was not present in 2021.

We have continued to invest the excess cash available from
generated net operating income across the five properties
in a prudent and positive manner so as to ensure that

there is no idle cash in the ASA I-REIT - it has either been
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earmarked for upcoming operational or capital expenditure

or it will generate positive returns for investors.

Dividends

Having paid an interim dividend of KES 60 million in 2022
already, we are now proposing a final dividend payout for
the year of KES 132 million, which brings the full year
dividend to KES 192 million. This represents a payout ratio

well is in excess of the regulatory requirement of 80%.

Subject to approval at ASA I-REIT’s Annual General Meeting
on 26" April 2023, the dividend will be paid in cash by
30" April 2023 to shareholders on the register at close of

business on 315t December 2022.

Outlook

The aim in 2023 is to maximize the capital raising potential
so as to ensure the continued scale-up of the ASA I-REIT
through the targeted acquisitions of Qwetu Hurlingham
and Qwetu Aberdare Heights Il. We will also aim to retire
the debt in the ASA I-REIT at the earliest so as to optimize
the return paid out to investors through dividends. As
far as the existing properties are concerned, we will be
making continuous efforts to maximize occupancy through
diversification of the tenant base by targeting more tertiary
institutions and to optimize net operating income margin

so that the buildings are managed as efficiently as possible.
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Raghav Gandhi

Managing Director

Acorn Investment Management Limited
Date: 315 March 2023



Economic Overview (continued)

2023 could be the year of the turnaround. The critical factors
driving Kenya’'s economy remain fundamentally intact. At
the very top of the list is the youthful and well-educated
labour force that occupies both the public and private sector.
This remains the key pull factor that attracts global and
regional multinationals to invest in Kenya. The relatively

well-developed infrastructure in the region has unlocked

Education Sector Overview
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new opportunities for business. Agriculture remains the
cornerstone of the economy and the performance of the
sector in 2023 will be determined by the rainfall patterns
during the long rainy season. Finally, the dividends from
devolution will continue crystallizing as efforts to create
new economic opportunities at the county level begin to

bear fruit.

According to World Bank statistics, approximately 562,000 students were enrolled in universities in Kenya during the academic

year 2021/2022. This was an increase from the academic year 2020/2021 where approximately 546,700 students were enrolled

into university. The growth which translated to nearly 3% was attributed to an expansion in the number of government-

sponsored students. *
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COVID-19 adversely affected the education sector especially
through the measures that the government took to combat
the spread of the virus. The closure of schools forced
the government and private institutions to put in place
infrastructures and equipment to facilitate online learning.
Theinequality in availability of amenities like stable internet
connectivity and electricity supply have been and continue
to be a major bottleneck in the education sector. According
to statistics only 25% of learners could access virtual classes
at home, majority who reside in urban areas®. This caused
students to either drop out or defer their courses until they
find an alternative mode of learning. With the dwindling

effects of the pandemic and lifting of restrictions brought

about by COVID-19, institutions have been quick to resume
physical learning in order to incorporate students from
different backgrounds in terms of those with challenges in

digital amenities.

In 2017, the World Economic Forum rated Kenya'’s education
system as the strongest on the African continent. Nairobi
has been mentioned as the global hotspot for education
innovation over the past decade, according to a survey
conducted by the Pan African Education Trust, Kenyan
universities are leading the pack in the use and accessibility
of ICT in education in East Africa and comparing favorably

with international universities in the use of technology.

* https://www.statista.com/statistics/1135785/university-enrollment-in-kenya/
*https://ieakenya.or.ke/blog/the-impact-of-covid-19-on-education-in-kenya/

Strategic Report
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Findings indicated that Kenya had invested more heavily
in ICT than other East African countries. In terms of the
number of universities appearing in the Top 100 in a study
conducted by CPS Research International (CPS), Kenyan
universities took six out of the top 10 positions: Strathmore
University, Multimedia University College, African Virtual
University, University of Nairobi, Mount Kenya University
and Kenyatta University. The CPS survey comes at a time
when Kenya is considering a national university ranking
system in an effort to boost quality and make institutions
more globally competitive®. The ranking system, developed
by the Commission for Higher Education, is also aimed at
helping students to choose the best institutions and study

programs.

Additionally, students are set to pay higher fees in public
universities from the academic year 2022/2023. This follows
after the University Funding Board (UFB) pushed for a cut
in government funding for students from well-off families.

The review will also affect government sponsored students
in private universities who receive at least Ksh70,000
annually depending on the course they are pursuing,
irrespective of their income status. The funding board,
with the backing of the Treasury and vice-chancellors are
pushing for the allocations to be reviewed to reflect the
students’ income status in the academic year 2022/2023.
The funding board estimates that the funding gap for
government sponsored students in public universities will
reach Ksh96.27 billion by June 2023 from the current Ksh27
billion. As a result of this, parents are opting to take their
children to private universities and tertiary institutions. The
government is encouraging development of private higher
education institutions to complement public institutions as
a way of managing the costs of higher education enrolment,
training programs, and broadening social participation in
higher education as a redistributive strategy in university

education in Kenya.

In many ways, Kenya’s real estate sector had its watershed
moment in 2003, following the end of 24 years of President
Moi’s rule that ushered in the new era of President Mwai
Kibaki’s administration. Prior to that historic moment, Kenya
had been weighed down by chronic underinvestment and
a weak business environment. President Kibaki’s efforts to
bring order to public finances enhanced money circulation
in the economy which boosted incomes and investments
into real estate. This growth was further compounded
by investments in infrastructure, including the Thika
Superhighway that unlocked the Nairobi metropolis,
absorbing new residents in a manner never witnessed before.
Real estate prices soared to record levels up until the Covid
pandemic disrupted this growth trajectory. The persistent
wave of job losses, coupled with the rise of a work-from-
home culture and a preference for online business were
the cocktail of factors that shaped the price correction in
the industry. There has also been a strong push by County
governments to ensure that the sector contributes its
share of taxes. The land rates paid in Nairobi have been
anchored on valuation done in 1980 and are considered to

be significantly outdated. That said, the industry outlook
remains strong based on its many pull-factors, not least
being Kenya’s status as a leading commercial hub in the

region.

Kenya’s road infrastructure is also playing a major role in
the ascending trajectory of the real estate market. Roads
like the Eastern Bypass have eased accessibility to areas
around Ruiru and Kangundo Road which are satellite towns
in the Nairobi Metropolitan area causing land appreciation.
The bypass connects Thika Superhighway and Mombasa
road with many residential and commercial estates in
between. With the expansion set to reduce the high traffic
jam on Nairobi-Mombasa highway to Thika Superhighway,
many Kenyans who work in the Central Business District are
shifting to these areas that are just minutes away from the
city. The market value of land and rent are set to increase
following high demand. * The Nairobi Expressway which has
also opened up metropolitan areas like Mlolongo, Syokimau
and Athi River has seen an price increase in properties

surrounding it and rise of commercial properties. Recent

https://medium.com/edwell/how-kenya-became-the-strongest-education-system-in-africa-70cdc72024c4
https://denvers.co.ke/eastern-bypass-expansion-and-land-value-in-ruiru-and-kangundo-road/

research has shown that an investment in a development
positioned properly can reap total annual returns of up to
23.3%.

Rent recovery post COVID-19 pandemic is also a crucial
discussion in the real estate market. With the effects of
the pandemic dwindling, renters have been forced back
to normalcy as the economy recovers. The Kenya Revenue
Authority began collecting data on rental property in
Nairobi and its surrounding areas in October 2022, as part

of its tax base expansion program. For the financial year

Mentoria

Economics.
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2021/22, the authority collected Sh2.031 trillion in rental
tax income revenue representing 21.7% growth, and the

highest ever in its history.

The impact of the hike in capital gains tax from 5% to 15%
could also have an impact in the number of transactions in
the real estate market. The increase is expected to boost the
collections for 2023 to a tune of Sh20 billion. This indicates
future reforms in tax policy whereby there is a shift from

consumption taxes such as VAT to property taxes.

https://www.businessdailyafrica.com/bd/opinion-analysis/columnists/how-expressway-will-impact-the-real-estate-sector-3756834
https://www.standardmedia.co.ke/business/article/2001458403/kra-starts-collecting-rental-properties-data
https://www.standardmedia.co.ke/article/2001465002/how-increase-in-capital-gains-tax-might-affect-real-estate
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Despite the challenges experienced in 2022, the fund achieved a total return of 8.2%. With the outperformance delivered in

£l
2021, the ASA I-REIT remains ahead of plan to deliver its long-term return of 11%. The fund return is comprised of a cash yield
derived from distributions plus a capital appreciation from NAV growth through acquisitions and valuation gains. With the -

acquisition of two assets during the year as per our target, the fund has set the pace for scaling towards delivering even more

superior returns going forward.
ASA I-REIT Dividend Yield & Capital Appreciation

9.4%
8.8%

8.2%

Year 1 Year 2 2-year
CAGR
[l Capital Appreciation Actual Dividend Yield Actual

From a blended return perspective, the ASA REITs remain on course to deliver the target annualized return of 18% over the

10-year horizon. We have outperformed our target return over the last two years as illustrated below:

ASA REITs Blended Return (IRR)

77% 7.6%

Year 1 Year 2

Actual
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Our vision statement is to become the premier

developer, owner, and manager of rental housing
in Sub-Saharan Africa conducting our activities in
a sustainable, responsible and environmentally

conscious way.

AIML is committed to promoting sustainability

and understands the range of positive and
negative impacts our business activities have
on our people, environment, and the society—
from the construction of our buildings to the
operational stage when students occupy the
premises.

Sustainability is at the heart of how we conduct

our business. Our Environmental, Social and

Governance (ESG) strategy and sustainability
policydrive change onissues that are systemically

important, financially material and are linked to

eight of the UN Sustainable Development Goals

(SDGs).

In accordance with the Sustainability Policy, we

aim to:

Comply with, and exceed where

o 1 practicable, all applicable
legislation, regulations and
codes of practice;

Integrate sustainability
o 2 considerations into all our
business decisions.

Minimise the impact on

03 sustainability during
construction, as well as during
management of our properties;

Ensure that all staff are fully
04 aware of our Sustainability

Policy and are committed to

implementing and improving it;

Make contractors and customers

o 5 aware of our Sustainability Policy,
and encourage them to adopt
sound sustainable management
practices; and

Review, annually report, and
o 6 continually strive to improve our
sustainability performance.

Sustainability and SDG
mission statement

Our core business is to provide affordable purpose-built
rental housing, to support pursuit of education to reduce
inequalities (SDG 4, SDG 10). This will by extension also
impact the livelihoods of the students’ families through
the students’ facilitation to access employment (SDG
8). Through our activities and services, we strive to
contribute to sustainable urban development. (SDG 11),
in Africa through densification of cities and the use of
resource efficient green designs (SDG 12). To fund our
endeavours, we are developing appropriate financing
structures by tapping into the capital markets, thus
contributing to deepening of capital markets.

1

1

GOOD HEALTH QUALITY
AND WELL BEING EDUCATION

1]

GENDER DECENT WORK AND
EQUALITY ECONOMIC GROWTH

REDUCED 1 SUSTAINABLECITIES
INEQUALITIES AND COMMUNITIES

RESPONSIBLE ‘I PARTNERSHIPS
CONSUMPTION FORTHEGOALS
ANDPRODUCTION

O

Strategic Report
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Affordability

Addressing severe
housing deficit by
providing affordable
decent rental

Certifications: Benchmarking \

through EcoVadis, GRESB &
EDGE

Develop resilient resource
efficient assets & operations

Enhance health and well being of
employees and tenants by driving
real improvements in physical and
mental health

Addressing
the need of a
large youthful

population

a key urban
% infrastructure

ESG Strategy

Opening Capital
Markets to finance

°
Access to Driving Sustainable
Education Urban Development
Improving access to in Africa
tertiary education and Improving access to
employment tertiary education and

employment

Transparency in reporting
by adopting GRI
Guidelines

Leading student housing
provider by delivering value
to tenants & investors, while
establishing meaningful
partnerships

% Provide opportunities for all -
employees, students, communities,

suppliers & contractors

Development and
O 1 implementation of an integrated
HSEMS

o 2 EcoVadis Silver medal achieved

I-REIT GRESB assessment -
o 3 performing exceptionally well
with 4-star rating.

o 4 Completion of the solar power
project at the Qwetu Aberdare
Heights | property

o 5 Publishing of the 2021
Sustainability Report
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acorn i-reit

Student Accommodation

postion in Africa in Global peer group

This report will focus on the three elements; Environmental, Social and Governance impact of the business based on both the

Global Reporting Initiative (GRI) standards which we have adopted for sustainability reporting and the EPRA (European Public

Real Estate Association) guidelines for performance measures.

a.) Operating resource efficient assets

We continue to develop resilient resource efficient assets &
operations in line with the ESG Strategy to ensure efficiencies
are built in during design and construction that have a positive
impact during the operational phase of the properties. This
is achieved at the design phase by adopting IFC EDGE green
building standards. With this, we seek to achieve 20% savings
in water and energy utilization. The materials procured for

b.) Data monitoring - adoption of the Arc Platform

Arc is a technology platform that provides robust and scalable
tools to manage, measure, analyze, score and communicate
real-world performance of energy, water, waste, GHG
emissions and human experience data. Arc is a new part of the
building information ecosystem and analyzes data to provide
performance scores and insights to drive improvements. The
reports and certificates generated on the platform are further
linked to external globally recognized certifications like GRESB
and Leadership in Energy and Environmental Design “LEED”".

construction have 20% less embodied energy further
contributing to reduced Greenhouse Gas “GHG” emissions
during the production and transportation of such materials
to the sites. After construction completion, we obtain final
EDGE certification for the properties confirming the design
initiatives translated to actual savings during the operational
phase.

We adopted the Arc platform for data collectionand enhanced
monitoring of performance at Qwetu Jogoo Road, Qwetu
Ruaraka, Qwetu Wilson View, Qwetu Parklands and Qwetu
Aberdare Heights |. The platform provides monthly reports
indicating the consumption trends with recommendations
on improvement areas. This was a big milestone for the
Property Management team as future improvement targets
are both scientifically and data driven.
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Reporting (continued) Reporting (continued)
I. Environmental performance measures and impact (continued) I. Environmental performance measures and impact (continued)
b.) Data monitoring - adoption of the Arc Platform (continued) b.) Data monitoring - adoption of the Arc Platform (continued)
Environmental Impact EPRA Environmental Sustainability Performance Measures Property Name
Industry material Acorn’s strategic ~ Acorn’s sustainability impact measure- ...as exemplified by .... for our -
matters response ment KPIs - how we create value.... 2022 results stakeholders °
Code Performance measure Units of measure Qwetu Parklands Qwetu Aberdare g—
Green resource Efficient % of portfolio certified green by external = 100% TR Heights o
efficient and building designs  third party at planning and design stage T1 oot m
climate resilient . GBA Gross Built Area Square meters 12,249 13,448 8
- . Resource efficiency at occupancy 20% ]
building design for A E L. . e
sustainable urban Energy and water saved and GHG reduced = 20% n Elec-Abs Total electricity consumption annual kWh 355,481 372,850 ﬁ
development as compared to standard buildings in . . L.
RESPONSIBLE Like-for-like total electricit
and foresight Kenya 12 Emeron Elec-LfL consumption Y annual kWh 0 0
in the current ANDPRODUCTION
Sustainable waste management and A Contracted .
marketplace. e . Fuels-Abs Total fuel consumption annual kWh 8.38 92.92
recycling initiatives in place with local Waste
Management Company Fuels-LfL L|ke-for-l|!<e total fuel annual KWh 0 0
for recycling. consumption
. . . Energy-Int Building energy intensity kWh/ appropriate denominator 29.02 27.71
As we are always keen to assess our performance against global benchmark, performance metrics under the European Public
Real Estate Association (EPRA)? reporting guidelines are also shown overleaf for the properties:
Water-Abs Total water consumption annual cubic metres (m3) 27,667 29,518
EPRA Environmental Sustainability Performance Property Name
Measures Water-LfL Like-for-like total water annual cubic metres (m3) 0 0
consumption
Code Performance measure Units of measure Qwetu Jogoo Qwetu Ruaraka Qwetu Wilson
Road View Water-Int Building water intensity m2/appropriate denominator 2.26 2.20
GBA Gross Built Area Square meters 10,115 11,144 13,972 Cert - Tot Typg and number of sustainably Total number by certification 1- Flnal'EDGE 1-EDGE pe5|gn
certified assets Certificate Certificate
Elec-Abs Total electricity consumption annual kWh 377,128 313,263 489,269
Eleclfl ~ Lie-forike total electricity annual kWh 421,200 369,599 506,125
P Definitions of the terms 2. Abs - like Absolute, e.g. Elec-Abs refers to the total
Fuels-Abs Total fuel consumption annual kWh 72.62 80.92 67.94 1. LfL - like for like comparison, e.g. Elec-LfL refers to the amount of electricity consumed over a full reporting
Like-for-like total fuel electricity consumption of a portfolio that has been year. It includes electricity from renewable and non-
Fuels-LfL . annual kWh 75.07 83.26 77.185 . . . .
consumption consistently in operation, and not under development, renewable sources, whether imported or generated
) during the most recent two full reporting years (this on site.
Energy-Int  Buildi intensit kWh/ appropriate 373 28.1 35.0 : : ionis ali : -
nergy-in uilding energy intensity denominator 0 : d like-for-like definition is aligned with the EPRA Financial
BPR like-for-like definition for rental growth reporting). Reporting total energy consumption (such as
Water-Abs Total water consumption ‘;?;Lr‘:; (c;t;n)c 28,920 19,011 49,359 For example, the 2022 like-for-like change compares the purchased electricity) from renewable and non-
2022 electricity consumption with the 2021 electricity renewable sources should encourage a company
Water-Lf.  Like-for-like total water annual cubic 30,687 16,852 52,870 consumption for a consistent portfolio. Like-for-like to measure and manage its energy use in a way
consumption metres (m3) ’ : ?
performance measures are a necessary complement to that drives down consumption and associated GHG
Water-Int Building water intensity g‘ezn/g&l?;z?grate 2.86 1.71 353 absolute performance measures as disclosure on a like- emissions over time. This performance measure
for-like basis shows a change in performance unrelated enables the calculation of the electricity element of
B Type and number of sustainably = Total number by 1-Final EDGE 1-Final EDGE 1 - EDGE Design . . S R - N .
Cert - Tot certified assets certification Certificate Certificate Certificate to fluctuations in portfolio size (through acquisitions, indirect GHG emissions, which fall under Scope 2 and
disposals, major refurbishments and developments). 3 (where sub-metered to tenants) of the WRI/WBCSD

GHG Protocol.

?The European Public Real Estate Association is a not-for-profit association registered in Belgium. EPRAs mission is to promote, develop and represent the European
public real estate sector, through the provision of better information to investors and stakeholders, active involvement in the public and political debate, promotion
of best practices and the cohesion and strengthening of the industry.
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Property community clean up

a.) The Qwetu Community

Managing tenant engagement is part of our culture as we
continue to create exciting communities for our tenants;
various initiatives including movie nights, themed social
nights, board games and inspiring the students through Qwetu
talks were held throughout the year. Movie and trivia nights;
which were held at the end of the month provide students
the opportunities to enjoy spending time with their fellow
residents and create friendships which are important for their
social well-being.

In raising future leaders from the students living in Qwetu,
we participate in community service in our neighborhoods.
Neighborhood clean-ups and tree

planting activities were held during the year to further
raise awareness on the positive environmental impact the
students could have to their communities and universities.

b.) Well-being of our customers

All our residences have inbuilt gym facilities to promote
the physical wellbeing of all our tenants. This facilitates
social interactions amongst the students as they manage
fitness sessions together thereby enhancing their mental
health. We also have Qwetu sports clubs and the teams
are kitted by Qwetu to participate in competitions amongst
each other with winning teams awarded trophies. Providing
opportunities for self-development is part of our offering
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b.) Well-being of our customers (continued)

and one exciting platform is Skillshare. This was launched in 2019 and offers over 22,000 courses allowing everyone to learn.
Residences with the most completed hours on Skillshare stand a chance to win money that goes towards their engagement
program budget.

c.) Tenant Satisfaction

We seek to continuously improve tenant satisfaction as part of our day-to-day operations, recognizing that this will increase the
median tenure. This is achieved by, among other things:

Customer Experience
Seeking to consistently improve timelines on
ticket resolution

o
B

House Keeping & Hygiene

Seek to maintain and improve on the 5S (Sort,
Set in Order, Shine, Standardize, Sustain)
monthly inspections target score of 85%

o
N

T

Security [
Track and improve on incident management

Maintenance & Engineering
Prompt resolution of raised tickets to exceed
set timelines of 3- 24 hours

(=]
H

®5 B
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Reporting (continued)

I. Environmental performance measures and impact (continued)

c.) Tenant Satisfaction (continued)

The organization tracked the social metrics below in accordance with the GRI standards:

Environmental Impact

safe, affordable
accommodation in

youth, including
students and

affordable beds

developed in 2021
under the ASA D-REIT

Industry Material Acorn’s Strategic =~ Acorn’s Sustainability Impact Measure- ...as exemplified by .... For our
Matters response ment KPIs - How we create value.... 2022 results stakeholders
Need for clean, Targeting Increasing number of quality and 697 new beds

600D HEALTH
AND WELL BEING

Afrlca,espec.lally new youth % of portfolio achieved within the target 100% of the portfolio J\/\/\
for the continent’s segments . . | 4
youth price and ROE for the market segments achieved target
returns
Job creation (short and longer term) 216 direct jobs creat- ES(}E%UN
ed within the proper- .
ties and Head office !J l
Qejani to represent 35% of the total beds
in operation and in development by 2025 GENDER
EQUALITY
Use of technology = Creation of % of properties covered by the on-line 100% of properties g
in rental service online service service platform covered
delivery platform to offer DECENT WORKAND
value for money ECONOMIC GROWTH
and help change /\/
perceptions "'
about rental
accommodation
Property Develop and % of properties participating in the Quarterly and Annual

Security and
Environmental
Risk Impact on all
stakeholders

implementation
of a
transformation
from 5S to 6S
audits.

Excellence Awards ~implement programme excellence awards
an excellence being held
awards
programme

Health Safety Development Added Safety as a key component of the Minimum 85%
and 5S audit.

compliance required

Fire drills at all
properties

Conduct fire drills at all operational
properties with support from all local
regulatory authorities.

All 7 properties
conducted fire drills
during the year
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Reporting (continued)

lil. Governance performance measures

a.) The ESG Committee

ESG Committee Charter

Purpose

@]

Ensure implementation & continuous improvement of Acorn’s ESG Strategy (identifying &
monitoring ESG matters that could affect the company’s activities)

Improve understanding of ESG in the organisation through creating awareness campaigns
Oversee integration of strategically significant ESG policies into Acorn’s strategy & align
ESG values & expectations with contractors and suppliers

Shape communication with employees, tenants and investors with respect to ESG matters

Duties and
Responsibilities

/4

Periodic visits to Development sites & Properties to ascertain ESG matters

Determine ESG risks & opportunities of strategic significance and make recommendations
to the Board

Encourage integration of strategically significant ESG Matters

Shape ESG messaging to investors & other stakeholders

Develop a framework to monitor compliance

Composition
and Meetings

Raghav Gandhi - Chairperson
Peter Njenga

David Gathuma

Jade Candace Wambui

Steve Wood - Secretary

Sori Adele

Sheila Moraa

Proposal to have quarterly meetings
Report to the Board quarterly, at least bi-annualy

The ESG Committee was an important resource to the submission of the ASA I-REIT for assessment under the GRESB platform.

From the 2021 submission results, a gap analysis outlining key areas of improvement was developed and the committee

members are responsible for driving change in the departments they represent for positive, systemic, and lasting change in

the organization.

b.) The AIML Board of Directors

The launch of the ASA REITs in 2021 was a key milestone in

assuring provision of stable long-term funding to the student

governing structure of the AIML Board and its constituent

subcommittees to support efficient running of the ASA REITs.

accommodation portfolio pipeline. Shown below is the

e
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lll. Governance performance measures

b.) The AIML Board of Directors (continued)

(iii) Process for managing conflict of interest

The Unit of Measure is Narrative on process:

e The Directors of the Company are under a fiduciary
duty to act honestly and in the best interest of the ASA
REIT unitholders. The Directors shall avoid putting
themselves in the positions where their self-interests
conflict with their duty to act in the best interest of ASA
REIT unitholders.

When the Director - as an agent of the Company, has an
interest that directly or indirectly competes or conflicts
with the interests of the Company or those of the ASA
REIT unitholders, then such Director shall be considered
as having an interest. In such cases, the Director should
act with the interests of ASA REIT unitholders and the
Company before himself/herself.

When a conflict arises for the Director having interests
in a transaction or contract, s/he should clearly disclose
such interests and related important information to
the Board and should recuse himself/herself from any
discussion or decision affecting his business or personal
interests.

No person having a permanent conflict of interest shall
be a member of the Board of Directors or the Executive

management of the Company.

The constituent sub-committees were established for the
assurance of reporting requirements, use and management
of funds raised and integrity in the processes followed
in the business of the ASA REITs. The Board and the sub-
committees work closely together together in consultation
with the Trustee of the ASA REITs.

1. The Corporate Governance Committee

The purpose of this committee is to mitigate any potential
conflicts of interest that may arise from AIML managing
both the ASA D-REIT and the ASA I-REIT by ensuring that
appropriate and suitable actions are taken to ensure
transparency and the arms-length nature of all connected

party transactions.

The duties of the committee include and not limited to the

following key tasks:

e Reviewing all related party transactions to ensure that
they are carried out at arm’s length, consistent with
stated investment policy of the ASA REIT, in the best
interest of the unitholders and properly disclosed to
unitholders;

Reviewing the process followed whenever any
transaction involves a related party and submit its
assessment to the Board that appropriate and suitable
actions were taken to ensure transparency and the
arms-length nature of the proposed transaction;

In the case of acquisitions or disposals of real estate
between the ASA |-REIT and a related party, ensuring
that real estate has been valued by an independent
valuer;

Ensuring that all related party transactions are
conducted on terms no less favorable than standard
commercial terms and are approved by the Trustee and,
where required, by the unitholders;

Ensuring that where possible provision of goods and
services by related parties are pursuant to a transparent
open bidding process;

Ensuring that all related party transactions and the
value of such transactions on an aggregated basis are
disclosed in the next published semi-annual or annual
report of the ASA I-REIT; and

Reviewing the appointment of all independent advisers
required under the Regulations to ensure they qualify as

independent under the Regulations.

The Committee has explicit authority to investigate any
matter within these Terms of Reference, to obtain resources
it needs to do so and to have full access to information from

internal and external sources.

The Committee shall report formally to the Board on its
proceedings after each meeting on all matters within its

duties and responsibilities (provided that no conflict of

Strategic Report
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b.) The AIML Board of Directors (continued)

(iii) Process for managing conflict of interest (continued
1. The Corporate Governance Committee (continued)
interest exits) and shall also formally report to the board on
how it has discharged its responsibilities. The Committee
shall make whatever recommendations to the board it
deems appropriate on any area within its remit where action

or improvement is needed.

2. The Audit and Risk Committee

This committee has been established to oversee the key

duties outlined below:

¢ Review regular internal audit reports prepared by the
internal auditor for management and management’s
response to such reports;

¢ Oversee the internal audit function, with responsibility
to establish an internal audit function and formulate an
internal audit charter to bring a systematic, disciplined
approach, to evaluate and improve the effectiveness of
risk management, control and governance processes
and define the purposes, authority, and responsibility
of the internal audit function;

e Review the periodical financial statements and any
other financial statements and any other financial
reports or financial information, when necessary;

¢ Review with management and external auditors:

1. The audited and unaudited financial statements
of the ASA I-REIT before they are released to the
public

2. The effectiveness of the documented risk
management policy report for the assessment,
monitoring and managing the possible risk

exposure

e Review the effectiveness of the internal controls
of AIML and other matters affecting the financial
performance and financial reporting, including
information technology security and control;

¢ Review the external auditors’ proposed audit scope and

approach;

e Monitor compliance of the code of conduct and ethics;

e  Consider the work plan of the compliance activities;
and

e Institute and oversee special investigations, when

necessary.

The committee shall report formally to the Board on
significantissues thatit considered inrelationto the financial
statements and how these were addressed; its assessment
of the effectiveness of the external audit process and the
approach taken to the appointment or reappointment of the

external auditor amongst others.

The Committee is chaired by an Independent Director.

3. The Investment Committee

This Committee is bifurcated and has been established to

among other things:

e Review all proposals regarding transactions, as defined
below, and to recommend proposed transactions to the
ASA |I-REIT Manager’s Board of Directors. A Transaction
is defined as below:

1. Acquisition of eligible investments as set out in
the ASA I-REIT Trust Deed and the Regulations

2. Investment of surplus cash in deposits, bonds,
securities and money market instruments

3. Amendment of the investment policy and
operating policies

e  Evaluate investment proposals and then propose
them to the ASA I-REIT Manager’s Board of Directors
for recommendation to the Trustee for acquisition or
disposal.

e  Ensure that all transactions are undertaken on an arms-
length basis;

e Review in detail the performance, risk profile and
management of the investment portfolio; and

e Provide expert advice on investment matters to the

ASA |-REIT Manager.

The committee shall report formally to the Board on its

proceedings after each meeting on all matters within

b.) The AIML Board of Directors (continued)

(iii) Process for managing conflict of interest (continued
3. The Investment Committee (continued)

its duties and responsibilities and shall make whatever
recommendations it deems appropriate on any area within
its remit where action or improvement is needed. The

Committee has explicit authority to investigate any matter

For the coming year, we will build on lessons learnt in the

course of 2022 and improve on the gains made.

AIML is fully supportive of the United Nations 2030 Agenda
for Sustainable Development and recognizes that the goals
we have committed to are becoming more and more relevant
for success in the global marketplace and for ensuring a
sustainable future for all of us. We recognize our business
and the sustainability policies we ascribe to have an
impact presently on our stakeholders including the student
tenants, employees, suppliers, and local communities where

we operate. We therefore intend to continue with programs

aimed at achieving the important social, environmental, and
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within these Terms of Reference, to obtain resources it
needs to do so and to have full access to information from

internal and external sources.

economic objectives in line with our capabilities, always
striving to integrate best practices and forward-looking

solutions into our business processes.

With the conclusion of the COP27 at the end of 2021, we
pay close attention to the issue of climate change and
acknowledge the importance of the changes required for
the future of AIML and the ASA I-REIT. We will continue to
present to our stakeholders: government, local communities,
unitholders and investors, the actions we are taking in
this and other areas in the Company’s yearly reports on

sustainability.
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- HEALTH AND SAFETY

- REPORT

Steve Wood

Health, Safety, Security, Environment and Quality Management (HSSEQM) Director

2022 was a year where HSSE became a huge
focus for the entire business. After identifying
the 14 most critical risks to the business, Acorn
set about applying treatment measures to those
risks to minimise impact to the business.

In our properties, fire safety remains a key safety
priority and through 2022 we continued to both
engage with the Nairobi Fire Authority, and
cement good working relationships with the
National Disaster Management Unit, local Police
Authorities and Nairobi County Ambulance
services. All of our properties are confirmed as
safe to operate by Government approved fire
safety experts through inspections and audits,
and the issue of Fire Certificates for all premises.

Fire Drills for all properties were completed
during the year with the involvement of all
concerned authorities. These will continue on an
annual basis.

The HSSEQ Director has worked with all
functions in the organization to complete an
assessment of the current safety culture with
the objective to provide improvements in what
we as an organisation do and don’t do to create
an environment where everyone can participate
in providing a safe and healthy working
environment.

A Health Safety and Environmental Management
system in accordance with International
Standards has been developed and is now being
implemented across all operations.

The HSSE team was expanded to provide 100%
support to the properties, our staff and students
to assure a safe and secure workplace and
residence.

Our focus for 2023 remains on providing absolute
confidence to all of our stakeholders including
students, employees, visitors and parents /
guardians on the safety of our properties and
our workplaces. This includes working closely
with all Local Government Authorities to ensure
that our properties as a minimum comply with
all local and national legal requirements. We
will also continue to provide clear information
and education to our students and employees on
how they can keep themselves and their families
safe and secure in their homes.

2023 will see the Leadership continuing to drive
the HSSE agenda throughout the business to
support and lead the drive to safety excellence.

COVID-19 Secure Workplace

Even though we see that the worst of COVID-19 has
passed, we continue to ensure that excellent hygiene

and cleanliness is provided throughout all properties
including:

Updated policies and operating practices to ensure
excellent cleanliness and hygiene that is monitored and
measured through our monthly 6S audits.

Preparing for the academic year - our hygiene teams work
tirelessly to clean rooms, common areas and kitchens
to prepare our properties for the academic year intake.
Our QCare app ensures digital interactions between our

teams and students with bookings,maintenance requests,

managing arrivals and check-ins.

Student Welfare- Working closely with our partners to
increase provision and access to wellbeing and mental
health support throughout the academic year.
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Incidents 2022 Properties

Properties
There were ZERO recordable / reportable incidents reported in 2022. This is the second consecutive year in achieving injury free and

represents excellent safety performance against the industry benchmarking.

HSSE Critical Business Risks going into 2023

The following have been identified as Critical to the Business requiring further mitigation:

(=)

Maintenance Electrical Hygiene and
Safety cleanliness

2022 has seen a visible improvement in how safety is discussed in all of our operations and activities.

Achieving injury free for the second consecutive year in our operational properties is an important milestone in achieving a goal of
safety excellence.

2023 objectives include for delivering a structured HSSE and ESG training plan, while developing a Risk Management Framework
designed to identify all risks to our business and functions within the business, treating those risks to minimize impact,and identifying
opportunities where we turn the risk on its head to provide additional opportunities for future development.

I - |I_ L J.l_-l-.t-l.__T-'-"IIl -

Steve Wood CMIOSH
HSSEQM Director
31%t March 2023

Strategic Report
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Risks associated with the ASA I-REIT (continued)

Investment risk

Country
macroeconomic
and political

environment

Explanation

AIMLs ability to evaluate, purchase and
operate properties must fit within parameters
that satisfy market demand. PBSA is a fairly
new asset class in Kenya with no historical
financial performance for investors to
benchmark against. In addition, performance
is dependent on quality of the investment
decision and ability for the organization to

execute on investment decisions.

Kenya’s economy is one of the more stable,
developed, and diversified economies in
the region. It is nevertheless undergoing
rapid economic development and political
transformation. These factors can result in
political and policy changes which could
affect such matters as economic growth,
currency stability and macroeconomic
fundamentals.

A severe economic downturn in Kenya may
lead to a reduction in demand for student
housing and/or defaulting or late payment
of rent on the part of one or more tenants
or result in the reduction of rental income.
In addition, a deterioration in the political
climate could lead to losses as a result of

civil strife.

Mitigating factors

AIML has put in place policies that ensure
consistent and rigorous due diligence, and board
reports that are reviewed, discussed, and approved

prior to the acquisition of its properties.

AIML has already established a track record of
robust investment decisions over the last two years,
including its 5 operating PBSA properties; Qwetu
Jogoo Road, Qwetu Ruaraka, Qwetu Wilson View,
Qwetu Aberdare Heights | and Qwetu Parklands
which maintained an average occupancy of 85%
during the year. These occupancy benchmarks
are not seen in advanced markets such as South
Africa.JLLs report on PBSA in Africa highlights that
a typical PBSA property in South Africa achieves
90% occupancy after 36 months on average vs.
18 months for the current ASA I-REIT’s properties.
However, past investment returns are not
necessarily indicative of future returns on projects

currently in development.

Given the history of the country,Kenya has managed
to retain a relatively favorable macroeconomic
environment which remains one of the more
stable,developed,and diversified economies in the
region.Additionally, the Trustee and the ASA I-REIT
Manager ensure that all properties have adequate
insurance policies against potential damages
related to civil strife caused by a deterioration in

the political environment.

Strategic Report
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Risks associated with the ASA I-REIT (continued)

Risk

Changes in
the regulatory
and taxation

environment

Explanation

Kenya’s central and county governments

impose regulatory and tax requirements on

entities that are in the real estate sector.

Current taxes include but are not limited to:

1. Stamp duties payable to the central
government

2. Capital gains taxation on the sale
of properties payable to the central
government

3. Land rates payable to county
governments

4.  Corporate income tax

Regulatory requirements include but are not

limited to:

1. Environmental regulations imposed
by the National Environmental
Management Agency (‘NEMA”) and the
Water Resources Management Authority
(‘WARMA”)

2. Building regulations imposed by the

county governments

These legal and regulatory requirements
continue to evolve as the Government
develops and implements tax raising
policies. Such changes to laws, regulations
or government policies or practices could
cause the ASA I-REIT and the properties it
holds to incur additional costs or liabilities
or implement business practices that could
directly or indirectly reduce cashflows of the
ASA |-REIT and the Investee LLPs products

and in turn adversely affect its business.

Mitigating factors

The ASA I-REIT recognizes the important role
it plays in the real estate sector, as a taxpayer
and an agent for collection of indirect taxes, and
actively engages with the relevant government
bodies directly. The engagement is geared
towards reducing the impact of drastic increases
in taxes and to mitigate against unfavorable fiscal
policies which would make the real estate sector

unattractive.

Licensed REITs in Kenya also enjoy tax exemption
and the authorities recognize the importance of
REITs in enhancing and growing the professional

and institutionalized real estate sector.
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Risks associated with the ASA I-REIT (continued)

Risk Explanation

Health & Safety The ASA I-REIT’s operations are subject to
various health and safety risks in relation to
properties’ operations and particularly carry
the risk of injury from a fire or other incidents
at the properties. Injuries at the properties
may lead to legal action being taken against
it and resulting in claims that could affect
the ability of the property to maintain its

operations and service its obligations.

Mitigating factors

We recognize the importance of health & safety
at the properties and some of the measures taken
are:

1. Increased education and training of all staff
on HSSE matters.

2. Integration of HSSE into 5S creating 6S,
where safety is fully integrated into property
operations. Monthly and Quarterly 6S audits
on all properties focused on employees,
students, and the fabric of the property.

3. Occupational Health and Safety (OSH)
training for health and safety committees,
first aiders and fire wardens.

4. Risk Management - Critical Risk Business
Review developed into not only identifying
the most critical and high risks to our
business, but also to create and monitor
identified treatment measures to further
reduce risk to the business and operations.

5. Developmentand implementation of a Health,
Safety and Environmental Management
system in accordance with the requirements
of BS EN ISO 14001 2015, and BS EN ISO
45001 2018.

6. Ensuring 100% compliance with all Statutory

licenses and approvals.

Increased Increased competition and oversupply
competition in student accommodation may cause
loss of market share or reduce the ASA
I-REIT’s profitability and cash flows
through reducing occupancy or rents at its
properties, which could adversely affect its

financial performance.

In addition to its natural first-mover advantage,

AIML has taken several steps to mitigate risks

posed by competition, including but not limited to:

1. Acquiring properties from the ASA D-REIT
who develop at sites closest to target
universities

2. Operating expenses optimization through
economies of scale and innovation

3. Constant monitoring of the market
environment to identify potential competitors

4. Maintaining a target share limit of only
35% of the total addressable market for
the ASA I-REIT products to allow space for
competitors.

5. Maintaining rental rates in-line with the
market to ensure occupancy growth

While competitors have expressed interest in the

space,none has made any tangible inroads towards

development of PBSA at an institutional scale.
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Risks associated with the ASA I-REIT (continued)

Increased

competition

Valuable information has been garnered over the
last five years of operation within the PBSA space
and this knowledge is constantly being reviewed
and applied to improve all current and new

operations.

Risks associated with the REITs

Increased

competition

Risks associated

with pricing

Risk of future

dilution

While the units are unlisted, they are tradable on the USP. The introduction of a retail platform,
VUKA, will attract retail investors thus increasing the pool of investors and addressing the liquidity

risk.

As the ASA I-REIT is unlisted, it is traded at NAV per unit which is determined twice in a year when

the unaudited semi-annual and audited annual reports are published.

The ASA I-REIT will continue issuing additional units in the future to finance the acquisition of
properties from the ASA D-REIT. This could result in dilution of unitholder’s holdings in the ASA
|-REIT.
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REIT STRUCTURE

Appointment
Appointment
Reporting
Manages ASA I-REIT investments
for management fee (comprised of

base & performance fees)

Reporting

Appointment

i i i Property
Providers of operational services
to ASAI-REIT for fees

Strategic Report
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ASA I-REIT Manager's Board of Directors

The Board Members of AIML during the period under review are:

Rose Mambo

Winnie Nyamute (Dr.)
Edward Kirathe
Peter Njenga

Wangui Maranga
Ameel Somani

Claire Jarratt

ASA I-REIT Assets

Qwetu Ruaraka

Independent Non-Executive Director and Board Chair

Independent Non-Executive Director

Executive Director

Executive Director

Non-Executive Director

Non-Executive Director

Non-Executive & Anchor Investment Director

Qwetu Jogoo Road

ASA I-REIT Assets (continued)
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Qwetu Parklands

Location Kipkabus Road
No. of rooms 335

No. of beds 533

Operations start March 2019

Current valuation

1,175,200.000

Location Outer Ring Road
No. of rooms 380

No. of beds 543

Operations start January 2018
Current valuation 887,800,000
Acquisition date February 2021

Location Jogoo Lane
No. of rooms 343

No. of beds 502
Operations start August 2017
Current valuation 844,000,000
Acquisition date February 2021

Acquisition date

June 2022

Qwetu Wilson View
Location Keri Road
No. of rooms 512
No. of beds 728
Operations start February 2020
Current valuation 1,841,000,000
Acquisition date February 2021

Qwetu Aberdare Heights |

Location USIU Road
No. of rooms 513

No. of beds 697
Operations start January 2021

Current valuation

1,787,300,000

Acquisition date

October 2022
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Portfolio Occupancy
Our assets registered a strong performance despite the post-pandemic challenges that continued to manifest throughout
the year key among them a disrupted academic calendar. Our portfolio occupancy held steady at an annual average of 85%.

2022 Quarterly Portfolio Average Occupancy

100% 92%

88%

82% °
80%

74%
60%
40%
20%
0% | I I I \
Q1-2022 Q2-2022 Q3-2022 Q4-2022
Actual

Q3 saw a slump in occupancy numbers occasioned by the disruption in the academic calendar, which meant that the May
intake for several universities did not materialize and in turn negatively affecting occupancy for a period of four months.
Occupancy ramped up in Q4 and this trend is expected to hold in 2023 as the academic calendar normalizes.

Rental Escalation

We achieved a weighted average rental escalation of 4.7% during the year which helped us hedge against inflationary
pressures. This compares favourably to what was achieved in 2021 considering that we did not effect any escalation in 2020
given the COVID-19 pandemic.The FY 2021 escalation therefore factored in a catch up for 2020 and hence on a like-for-like
compariosn, 2022 achieved a higher escalation.

Rental Escalation

6.0%

4.7%

2021 2022

University Alliances and Strategic Partnerships

To expand and cement out tenant base, we made a major strategic shift during the year to not only focus our alliance-
building initiative on major universities but also incorporate other Tier Il and Tier Il tertiary institutions. We currently
have nomination agreements with over 25 institutions with the I-REIT properties currently serving students from over 120

institutions. This has reduced the concentration risk in our portfolio.
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University Alliances and Strategic Partnerships (continued)

Top 10 institutions across our portfolio

Key:
Catholic University of East Africa
Technical University of Kenya (TUK)

Riara University”

Kenyatta University”
Boma College®

Daystar University”

KCA University”
University of Nairobi*
Strathmore University

uUsiu-

We are also expanding our B2B partnerships by forging alliances with major foundations supporting underpriviledged
students through scholarships. The symbiotic relationship created means that the ASA I-REIT is a key enabler of quality
education through provision of quality accommodation. Below are some of our existing key B2B relationships:

Scholars
s Program
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New Acquisitions

During the year, the ASA |-REIT added two more properties to its portfolio; Qwetu Parklands which was acquired -
inJune 2022 and Qwetu Aberdare Heights which was acquired in October 2022. This brings the total assets under
the I-REIT to five.

Strategic Report

30-Dec-22 30 -Dec-21
KShs 000s KShs 000s

Total turnover 441967 334,034

Operating expenses (184,694) (122,669)

Net Operating Income (NOI) 257,273 211,365

NOI Margin 58% 63%

Fund expense (72,344) (38,228)

Finance income 20,325 8,380

Finance cost (22,801) (83)

Net Income 182,453 181,434

Fair value revaluation gains on investment properties 365,302 106,381

Bargain purchase 16,187 99,665

Impairement loss of financial assets (59,043) =

Total comprehensive income 504,899 387,480

Management expense ratio (MER) 1.1% 1.4%

Total turnover grew by 32% compared to FY 2021 driven by the scaling up of the portfolio and the increase

in rental rates across the portfolio. The increase in operating expenses (OPEX) is largely as a result of the two

acquisitions whose property OPEX is consolidated at the fund level.

Despite the inflationary pressures witnessed throughout the year, the operational efficiency that has been
synonymous with our portfolio assets was maintained with an NOI margin of 58%. At a fund level, the economies

of scale arising from our asset base expansion saw our MER reduce from 1.4% in 2021 to 1.1% in 2022.
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Management Expense Ratio

Distribution
1.4%
KES '000
1.1%
Rental revenue 441,967
Other income 20,325
Add/(Less):
Property operating expenses (184,694)
Other expenses and permitted deductions (95,145)
Depreciation 3,099
Retained earnings 11,826
2021 2022 e )
Total potential distributable income 197,378
Finance costs increased as a result of accrued interest from a debt facility secured by the ASA |-REIT for the partial settlement
of the Qwetu Aberdare Heights | acquisition consideration. For more details about the facility, see the section; Borrowing Levels Recommended full year distribution 192482
and Compliance with Covenants. Distribution as a % of distributable income 98%
Distribution per unit 0.77
Financial Performance Metrics
Interim distribution 60,222
Final distribution 132,260
Investment property value 6,535,300 3,394,300 Full year distribution 192,482
NAV ex distribution 5,721,991 3,473,641
Assets under management (AUM)
NAV ex distribution/unit 21.59 20.80
The ASA I-REIT AUM increased by 88% while the NAV rose by 24% led by the enhancement of the portfolio through the
Opening NAV/unit 20.80 20.00 acquisition of the two assets and the valuation gains of the existing assets.
Capital appreciation 3.7% 4.0%
Final Distribution 132,260 106,441 6,742,770
Final Distribution/unit 0.50 0.64
Full year distribution 192,222 169,608
3,587,395
Full year distribution/unit 0.77 1.02
6,535,300
Dividend payout 97% 93%
Dividend yield 4.5% 5.4%

3,394,300

DEC 2022 DEC 2021

Cash and Investment Securities = Investment Property
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Financial Performance (continued)

Net asset value (NAV)
31-Dec-22 31 -Dec-21
KES.000
Net Asset Value 5,854,251 4,720,355
Number of units 265,056 166,987

NAV Price per Unit Movement

The ASA|-REIT is tradable at the USP at the NAV per unit. The NAV per unit is determined twice a year,at the date of publication
of unaudited semi-annual report released annually on 31t July and audited annual report released annually on 31t March. The
movement in the NAV per unit is as shown below:

NAV/unit as at REIT NAV/unit as at 31 NAV/unit as at 31
Launch December 2021 December 2022
EPRA Statistics
EPRA Performance Measure Definition Amount
EPRA Earnings (KES '000) Earnings from operational activities. It's an indication 182,453
of the extent to which current dividend payments are
supported by earnings
EPRA EPS 0.69
EPRA Net Initial Yield (NIY) Annualized rental income based on the cash 4.1%
rents passing at the balance sheet date, less non-
recoverable property operating expenses, dividend
by the market value of the property, increased with
(estimated) purchaser's costs
EPRA Vacancy Rate Estimated market rental value (ERV) of vacant space 18.9%
divided by ERV of the whole portfolio
EPRA Cost Ratio Administrative & operating costs divided by gross 40.6%

rental income

Financial Performance (Continued)

Units of ASA I-REIT Issued, Outstanding and Holdings

The ASA I-REIT issued 98,068,451 new units during the period as a result of the supplemental offer which closed on 31

December 2022.

The distribution of the REIT’s unitholders as at 31t December 2022 was as follows:
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Level of holding No. of Acorn Total holdings % holding
I-REIT securities
holders
1-1,000 - = -
1,001 - 10,000 - = -

10,001 - 100,000 -

100,001 to less than 5% 35 101,031,489 38%
Above 5% 5 164,024,141 62%
Total 40 265,055,630 100%

The top ten investor holding are as follows:

Unitholder Number of % holding
units
1 ACORN HOLDINGS LIMITED 88,103,356 33%
2 INFRACO AFRICA INVESTMENT LIMITED INFRACO AFRICA INVESTMENT 38,325,000 14%
LIMITED
3 THE CO-OPERATIVE BANK OF KENYA LTD 20,833,333 8%
4 CO-OP BANK CUSTODY A/C 23000 16,762,452 6%
5 EQUITY NOMINEES LTD A/C00070 9,973,477 4%
6 EQUITY NOMINEES LIMITED A/C 00132-COUNTY PENSION FUND 8,222,087 3%
7 STANDARD CHARTERED KENYA NOMINEES LTD 6,804,092 3%
8 STANDARD CHARTERED KENYA NOMINEES LIMITED A/C KE0O000015821 6,414,423 2%
ICEA LION LIFE ASSURANCE COMPANY LTD - POOLED ICEA LION LIFE
% ASSURANCE COMPANY LTD - POOLED 6,524,682 2%
10 EAST AFRICA RE EAST AFRICAN REINSURANCE 6,524,682 2%
11 OTHERS 56,968,046 21%
Total 265,055,630 100%
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Financial Performance (continued)

Connected Party Transactions

Identification of connected parties who had dealings with the ASA I-REIT

Connected Party

Acorn Investment Management Limited

ASA |-REIT Manager

Relationship Transaction

REIT management fees

The Co-operative Bank of Kenya

ASA |-REIT Trustee

Trustee and custodian fees

Acorn Management Services Limited

ASA I-REIT property manager

Property management fees

Connected party transactions - fees accrued

Connected Party Fees

Acorn Investment Management Limited - REIT management fees 24,300,813
The Co-operative Bank of Kenya - trustee fees 21,957,261
The Co-operative Bank of Kenya - custodian fees 2,725,258

Acorn Management Services Ltd - property management fees 26,384,095
Total 75,367,427

Units held by connected parties to the ASA I-REIT

Promoter

Total holdings

% as at Dec-22 % - regulations

Acorn Holdings Limited

88,103,356

33% at least 20%

Borrowing Levels & Compliance With Covenants

During the year, the ASA I-REIT secured a KES. 750 million
debt facility to expedite the acquisition of our latest portfolio
asset,Qwetu Aberdare Heights I. Our business model is based
on ability to secure the required capital and on time to ensure
timely acquisitions. The lead time in raising capital through
the capital markets is often long given the intricacies in the
process. This means that there is a timing mismatch between
an asset becoming available for acquisition and when actual
acquisition is finalized. This necessitated the need to have
a standby facility that ensures that we acquire an asset
upon its availability to ensure that its NOI begins accruing
to our investors immediately and ultimately contribute to
our distributable income. Through timeous acquisition of

the Qwetu Aberdare Heights | property enabled by the debt
facility, the ASA I-REIT managed to boost its top line by circa
KES. 17.8 million.

The objective would be to prepay this loan with funds
generated and have a revolving credit facility available
to expedite acquisitions as and when necessary. AIML is
currently exploring other avenues for sourcing even more
compelling debt opportunities for the ASAI-REIT. The current
facility is in line with the borrowing limits stipulated under
the REIT regulations as it amounts to 11% of the fund’s total
asset value (TAV) which is below the 35% regulatory ceiling.
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Asset Holdings Versus Prescribed Limits

I-REIT Eligible Regulation Regulation Limitin % as at Highest % Date Most

Investments & Maximum & Minimum Scheme Balance Level during Recent

(Assets) Limit % Limit Document % Date Reporting Valuation

Regulation 65 Period Valuation(s)&
Reference
to Page
of Report
Detailing
Valuation

If the IREIT is N/A N/A N/A N/A N/A N/A

an Islamic REIT

percentage of

Shariah Complaint

total. If not 100%

then for each

category set out

below specify %

that is Shariah

compliant.

All direct eligible

real estate

a) Freehold None None None None None December 31,
2022 Pg.5

b) Leasehold None None None 96% 96%

All direct eligible

real estate

a) Freehold held N/A N/A N/A N/A N/A N/A

through investee

companies or

investee trusts

b) Leasehold held None At least 25 years At least 25 years 96% 96% December 31,

through investee at inception at inception 2022 Pg.5

companies or

investee trusts

Income producing  N/A 75% 75% 96% 96% N/A

real estate

Regulation 65(5)

Minimum of 75% of

TAV within 2 years

of authorization

Land and cost 15% N/A None None None N/A

of construction

Regulation 70

Maximum 15% of

TAV

Vacant Land at 10% N/A None None None N/A

acquisition cost

& real estate

not producing
commercial return
Regulation 79

Maximum 10% of
TAV
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Asset Holdings Versus Prescribed Limits (continued)

Cash, deposits, 5% N/A None 3% 3% N/A
bonds and money

market instruments

Regulation 65(9)

Maximum 5%

to single issuer,
institution or
members of group

Wholly owned and 10% N/A None None None N/A
controlled company

which conducts real

estate activities

Regulation 65(10)

Maximum of 10%

TAV with REIT

securities holder

consent

Income producing 10% None None None None N/A
assets including
listed shares in
Kenyan property
companies and
units in Kenyan
I-REITS. Regulation
68(2) Maximum
10% of value of
investment and
TAV at time of
acquisition

For an I-REIT that None None None None None N/A
has converted
from a D-REIT
Mortgages or other
secured loans

etc.; authorized
under Regulation
12 provided to
purchasers of real
estate developed
or conducted
Regulation 12

Other assets None None None None None N/A
(eligible) include
description

Other assets (not None None None None None N/A
eligible) include
description

*None of these investments lies with a single issuer
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REIT MANAGER'S
BOARD OF DIRECTORS

The following directors served under Acorn Investment
Management Limited Board.

Rose Mambo

Independent Non-Executive
Director & Board Chair
Appointed: 19" February 2020

Audit and Risk Committee
Corporate Governance Committee - Committee Chair

Rose, a Kenyan citizen, is the current Chair of the AIML Board and former
CEO of the Central Depository & Settlement Corporation Ltd (CDSC),
where she provided custody and settlement services for securities traded
at the Nairobi Securities Exchange. She is a shareholder/director at Shady
Acres Ltd and serves on the Boards of Development Bank of Kenya, Kenya
Community Development Foundation, Digital Opportunity Trust and is
Co-Vice Chair of the Women Corporate Directors — Kenya Chapter.

Rose is an advocate of the High Court of Kenya and a Fellow of the
Institute of Certified Secretaries, Kenya. Rose has worked as a State
Counsel at the Attorney General's Chambers in the Public Trustee and
Bankruptcy Sections. She also served on the Review of Companies Law
Task Force, and later served as the Head of the Copyright Office.

She has a Master of Laws Degree from the American University in
Washington DC, specializing in International Business Law, an MBA
from Strathmore University, and a Bachelor of Laws Degree from the

University of Nairobi.

Winnie Nyamute (Dr.)

Independent Non-Executive

Director

Appointed: 20t April 2020

Edward Kirathe

Executive Director
Appointed: 30" July 2014
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Corporate Governance Committee
Audit and Risk Committee - Committee Chair

Winnie is a Kenyan citizen and a full-time Senior Lecturer and Consultant

in the Department of Finance and Accounting at the University of Nairobi.

She has served on the board of the Nairobi Securities Exchange (NSE),
Sameer Africa PLC, the board of trustees of NSE Clear and currently
that of KCA University. She has chaired the audit, risk management and
governance committees of both NSE and Sameer. Other committees
served include Disciplinary, Listing and Admissions, Nominations and
Remunerations, Derivatives Risk Management, Self-Listing, and the Audit
Quality Assurance.Winnie was appointed to the board of the International
Federation of Accountants (IFAC) in November 2019.

She holds a PhD in Business Administration (Finance),an MBA in Finance
and a Bachelor of Commerce Degree in Accounting. She is a Fellow of the
Institute of Certified Public Accountants of Kenya (ICPAK).

Edward is the Founder and Chief Executive Officer of Acorn Holdings
Limited. He has over 25 years’ experience in the Real Estate sector in
East Africa. Acorn Holdings is focused on developing and managing
quality and affordable rental housing in Kenya, starting with purpose-

built student accommodation (PBSA), for university and college students.

In October 2019, Edward led Acorn to issue the first Green Housing
Bond in Africa which, in January 2020, became the first Green Bond to
be listed on the Nairobi Securities Exchange (NSE) and then the first
Kenya Shilling Bond to list on the International Securities Market of the
London Stock Exchange (LSE). Subsequently, in February 2021, he led
Acorn to successfully launch the Acorn Student Accommodation D-REIT
and I-REIT with a combined Asset Under Management of KES 7.5 billion.
Today, Acorn has the largest PBSA portfolio in Africa comprising over
15,000 beds, of which over 6,000 are operational.

Edward was the Founding Chairman of the REITs Association of Kenya,
a role he served in until October 2020. He is actively involved in
developing avenues for sustainable investment in affordable housing
through the Capital Markets. Edward has been a guest speaker at several
international conferences and events, including for the World Bank,
Harvard, the University of Wisconsin, Urban Land Institute, the New York
Stock Exchange, and the London Stock Exchange. Edward has been a
guest speaker at several international conferences and events, including
for the World Bank, the University of Wisconsin, Urban Land Institute, the
New York Stock Exchange, and the London Stock Exchange.
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1
Peter Njenga

Executive Director
Appointed: 30" July 2014

Wangui Maranga -
Okello

Non-Executive Director
Appointed: 9" June 2021

Audit and Risk Committee
I-REIT Investment Committee

Peter, a Kenyan citizen, is a Certified Public Accountant of Kenya, a
qualification he earned from Strathmore Business School in 1998.
Thereafter, he worked as a Tax/Management Consultant in a leading

audit firm for four years.

He has over 15 years’ experience in senior level management where he
has assisted businesses to develop and implement appropriate strategies
to achieve financial, tax & operational efficiency. He is a member of the
Institute of Certified Public Accountants of Kenya (ICPAK).

Wangui Maranga-Okello,a Kenyan citizen,is financial services practitioner,
and a board member with deep expertise in financial markets. She brings
more than 20 years of unique cross-functional oversight leadership and
hands-on experience in financial services,having worked both on the buy-
side (portfolio and asset management), as well the sell-side (corporate
finance advisory, real estate project financing & capital raising, debt and

equity structuring) in East Africa.

Her strong working relationships with a vast network of institutional
investors (including all major fund managers, insurance, reinsurance
companies, as well as international Development Finance Institutions
and regulatory bodies such as the Capital Markets Authority (CMA),
Retirement Benefits Authority (RBA) and Insurance Regulatory Authority
(IRA) has positioned her in good stead in the financial market ecosystem.
She held the position of Director of Investor Relations and Reporting
at Acorn Holdings Limited for over 2 years before becoming a board
member of the AIML Board.

Wangui holds an MBA in Finance from University of Leicester, Bachelor of
Commerce from University of Nairobi, is a qualified accountant with the
Association of Chartered Certified Accountants (ACCA) and has a Higher
Diploma from the Institute for the Management of Information Systems
(IMIS).

Ameel Somani

Non-Executive Director
Appointed: Finalisation of
appointment is ongoing

Claire Jarratt

Non-Executive Director
Appointed: 18 February 2021
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I-REIT Investment Committee

Ameel is a private equity investor and manages an investment portfolio

with assets in North America, Europe, and Africa.

Ameel holds a dual degree in Chemical Engineering and Economics from

Queen’s University,and an MBA from Harvard Business School.

Corporate Governance Committee
I-REIT Investment Committee - Committee Chair

Claire, a British citizen, is a finance and investment management
specialist, with over two decades of impressive career spanning; audit
and assurance, corporate and project finance, M&A, deal origination and
investment management. As the Chief Investment Officer of InfraCo
Africa Limited, Claire oversees investment origination, appraisal/due

diligence,and management.

Prior to joining InfraCo Africa in 2012, Claire was Assistant Director at
International Power PLC (now Engie), leading corporate and project
finance initiatives. She has a stint as Merger and Acquisition Manager and
Commercial Manager at TRI,the investment holding company of Pizza Hut
and KFC. She was also an Assistant Manager at PricewaterhouseCoopers,
United Kingdom, where she spent half a decade specializing in providing
audit and assurance services to mid and large-cap firms in Greater

London.

Claire is an alumnus of Jesus College, Oxford University and a qualified
member of the Institute of Chartered Accountants in England and Wales.
Claire, a sport enthusiast, is a skier and gym goer and, a long-distance
runner — she participated in the New York Marathon 1999 and London
Marathon 2006.
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Madren Oluoch
Olunya

Company Secretary
Azali Certified Public

Secretaries LLP Representative
Appointed: 17" February 2022

Audit and Risk Committee
I-REIT Investment Committee

Madren is a skilled business professional with a wealth of management
experience derived over twenty years in the areas of board services, legal
and HR practice.

Madren’s work experience includes a decade of service in the role
of Company Secretary with some of the region’s premier listed
companies - East African Breweries Limited and TPS Serena, moulding
a skilled individual well versed in global negotiations and Name Profile

international governance practice.

Furthermore, she brings a wealth of experience as one of the inaugural
recipients in Kenya of the Commonwealth Association of Corporate
Governance (CACG) Directors’ programme and has since become a
certified trainer. In addition, Madren has participated in the Board
Evaluation training program run by the International Finance Corporation
(IFC) equipping her to effectively undertake several board evaluations
exercises for various listed companies in the region. She is also an ICS

accredited Governance Auditor.

She holds a Master of Law Degree (LL.M.) from the London School of
Economics and Political Science (LSE) as well as a Certificate in Human
Resource Practice (CHRP). She is an Advocate of the High Court of Kenya,
a Certified Public Secretary and member of the Institute of Directors

(Kenya).
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REIT MANAGEMENT

TEAM

Raghav Gandhi

Managing Director

Mathew Maina

Investor Relations & Reporting
Director

Raghav is an experienced real-estate professional with a proven track
record of delivering results globally across asset classes. He has jointly
led the growth of a major commercial real estate start-up venture in India
and headed the development of projects across the MENA region for a
major real estate developer in Kuwait, where he was also responsible
for optimizing returns from a number of underperforming investments.
He subsequently established his own consulting practice, which advised
GCC families and corporates on real estate transactions and projects in
the UK and the Middle East.

Raghav joined Acorn in February 2020 as a consultant for the
implementation of the Acorn REITs. He worked closely with the Corporate
Finance and Corporate Affairs/Legal teams, as well as with transaction
advisors, service providers and investors. Effective 1st November 2020,
Raghav was appointed as Chief Investment Officer — Acorn Holdings
Limited / Managing Director - AIML.

Raghav holds an MBA from The Wharton School, University of
Pennsylvania, and a Bachelor of Sciences in Economics from the London

School of Economics.

Mathew is a Kenya citizen with 12 years’ experience in local and
International Retirement Benefits Environments, Asset Management,
Investment, Banking, and Insurance. He previously worked for Zamara
Actuaries, Administrators & Consultants Ltd where he held multiple
senior roles including Lead Consultant and Administrator for the
National Housing Development Fund. In this previous role, he managed
a portfolio of over KES 300 billion in assets for more than 150 Pension

Funds in Kenya and East Africa.

Mathew holds Bachelor’s degree in Actuarial Science from Jomo Kenyatta
University of Agriculture & Technology (JKUAT) and is currently pursuing
a dual MA/MSc in Finance & Investments.
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Eliud Maina

I-REIT Asset Manager
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Jane Mbae

Funds Operations Manager

Eliud is a Kenyan citizen with 10 years’ experience in the local capital
markets. His experience encompasses corporate finance advisory, due

diligence and investor relations.

He played a pivotal role in closing the first tranche of the Acorn Green

Bond in 2019 and oversaw its reopening and upsizing in 2021.

He previously worked at Sterling Investment Bank where he oversaw the
corporate finance department offering advisory services covering diverse
sectors. He holds a Bachelor Degree in Commerce from the Catholic

University of Eastern Africa and is also a Certified Public Accountant.

Ms. Mbae is a Kenyan citizen and has over 14 years’ experience within
the Kenyan Capital Markets with a career spanning in various functions
including Fund Operations, Portfolio Management, Stakeholder
Relationship Management, Back-Office Operations Management and
Customer Service in Investment Banking (Genghis Capital, Equity

Investment Bank, Dyer and Blair Investment Bank)

She holds a Bachelor’s Degree in Business Administration from United
States International University-Africa, Certifications in Corporate Finance,
Module 1 of the Chartered Institute for Securities and Investment (CISI)
and is certified by the Nairobi Securities Exchange to trade on the

exchange platform.

Sheila Maina

Compliance Officer

Valynn Karuga

Financial Analyst
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Sheila is a Kenyan citizen with over 8 years working experience, with over
5 of those years spent working as an advocate of the High Court of Kenya.
Her experience transects several practice areas, notably commercial law,
banking and capital markets law, development finance, legal compliance

and corporate governance across East and Southern Africa.

Prior to joining AIML,Sheila worked with Shelter Afrique (the pre-eminent
housing finance provider in Africa) and DLA Piper Africa in Kenya (Tier |

Law Firm) in the Projects & Infrastructure Practice.

She holds a Postgraduate Diploma in Law from the Kenya School of Law
and a Bachelors Degree in Law from the University of Nairobi. She is a

Certified Secretary and a Commissioner for Oaths.

Valynn Karuga is a Kenyan citizen. She joined Acorn in 2019 as an
assistant corporate finance analyst, rising to her current role as a
financial analyst. In her current role, she plays a pivotal role in financial
analysis and modelling for the business. She also played a key role in
two of Acorn’s landmark transactions, namely, the Acorn Green Bond and
Acorn REITs.

She holds a Bachelor’s Degree in commerce from Strathmore University
and is also a Certified Public Accountant (CPA) finalist. She has also
completed Module 1 of Chartered Institute for Securities and Investment
(CISI).
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ORPORATE

GOVERNANCE REPORT

Statement of Compliance

Acorn Investment Management Limited was duly
licensed as REIT Manager on the 2" November 2020
under license number 133 and was thereafter appointed
by the Trustee as the REIT Manager for the two (2) real
estate investments trusts being the ASA D-REIT and
ASA |-REIT vide two (2) separate REIT Management
Agreements both dated 16" December, 2020.

Being a new entrant into the market, the REIT Manager
has made tremendous strides in building capacity,
developing policies and manuals to enhance its corporate
governance structures both at Board and Management
level and has ingrained corporate governance as the
pivotal framework, through which its strategic objectives

are set, attained and its performance monitored.

The Board of the REIT Manager has established and
defined the REIT Manager’s Code of Conduct, Board
Charter, policies and frameworks and the Terms of
Reference for the various board committees ensuring
they align with the REIT Manager’s strategic objectives
comply with the key principles set out in the Capital

Markets (Corporate Governance) (Market Intermediaries)

Regulations, 2011, the Capital Markets (Licensing
Requirements) (General) Regulations, 2002, the Capital
Markets (Code of Business) (Markets Intermediaries)
Regulations, 2011 and the Code of Corporate Governance
Practices for Issuers of Securities to the Public, 2015 and
continues to put in measures and internal controls to

ensure compliance with the above.

The Board and Management of the REIT Manager
continues to promote these values throughout the
business, ensuring they are implemented throughout its

operational processes effectively.

The Board regularly assesses compliance with the Board
Charter, policies and Terms of Reference for the Board
committees to ascertain implementation, that way the
Board ensures the REITs assets are safeguarded and

interests of the security holders are fully protected.
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Board Size, Composition and Appointments

The Board comprises of seven (7) members made up of two
(2) independent directors, one of whom is the Chairperson
to the Board, one (1) independent anchor investor director,
nominated by Infraco Africa, and four (4) directors nominated
by AHL. It is noteworthy to point out that five (5) out of the
seven (7) directors are non-executive..

The selection of the Board members ensured that the directors
are adept in at least one area of governance, real estate
investment, real estate development and operations, finance,
business, economics, strategic management, deal structuring
or any other discipline related to the REIT Manager business
for more robust discussions at Board level resulting in better
decision making.

Composition of the Board

29%

Executive
Directors

11%

Non-Executive
Directors

Gender Diversity

43%

Male

57%

Female

Currently on their first term, the Board Charter provides that
the independent directors will serve for an initial term of three
(3) years after which they will become eligible for re-election,
and they can only serve for a cumulative duration of nine (9)
years after which they may continue to serve on the Board
subject to their re-designation as non-independent directors.

All the directors are required to inter alia demonstrate
complete independence in character, judgment and action in
fulfilling their duties and to always act in the best interests of
the REIT Securities Holders.

Independence of
Non-Executive Directors

40%

Non - Executive
Directors

60%

Independent
Non - Executive
Directors

Nationalities of Board Members

Kenyan Canadian British

Governance
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Chairperson and Managing Director of The REIT Manager

In compliance with the Board Charter, which requires
that the Chairperson of the Board and the Chief
Executive or Managing Director’s role be separate and
distinct and not be undertaken by the same individual,
the REIT Manager has appointed a Managing Director
who reports to the Board and whose roles and
responsibilities include inter alia the day-to-day
management of the REIT Manager’s business in order

Role of The Board

The Board has a fiduciary duty to act in the best
interests of the REIT Securities Holders and where
there is a conflict between the interests of the REIT
Securities Holders and that of REIT Manager or any
connected party of the REIT Manager, it gives priority
to the interests of REIT Securities Holders.

The Board offers strategic guidance, leadership and
control of the REIT Manager by defining the Company’s
mission, vision, its strategy, plans, goals, risk policy

Board Diversity

The Board of the REIT Manager has the appropriate
mix of skills, knowledge and experience to perform its
role effectively. The areas of expertise of the current
Board of directors are corporate governance,real estate
development, property management, investment,

Governance Structure

to ensure that the REIT Manager meets and achieves its
strategic, business, operating and financial objectives.

The Managing Director does not sit on the Board, and
this ensures that the independence of the Board and
Management of the REIT Manager is maintained, to
nurture the long-term sustainability of the business.

plans and objectives; including approval of its annual
budgets and business plans proposed by Management.
It then reviews and monitors implementation of the
strategy, plans, goals, and objectives by Management
to ensure they are on an arms-length basis and are
compliant with the applicable laws and regulations
governing the REIT Manager as read together with the
REIT Manager’s corporate manuals and policies.

finance, business, economics, strategic management,
deal making, risk management among other. The
directors’ biographies appear on pages 84 to 88 of this
Annual Report.

To aid in the execution of its mandate, the Board has established four (4)* board committees whose composition

and mandate are set out in summary below:

The Board

— = ﬂ Corporate Governance Committee

(D
'@ Audit and Risk Committee
A

Investment Committee

*The ASA I-REIT and ASA D-REIT have separate Investment Committees
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Corporate Governance Committee

Committee Membership and Meetings

Members Present Meetings

Rose Mambo - Chairperson 1/1

Winnie Nyamute 1/1

Claire Jarratt 1/1
Composition

The Corporate Governance Committee is composed of three (3) directors, two (2) of whom are independent
and non-executive directors, with one (1) of them acting as the Chairperson to the Committee, and the third
member of the committee being the director appointed by the anchor investor.

Role

The main role of the Corporate Governance Committee is to mitigate any potential conflicts of interest that
may arise due to the fact that the REIT Manager is managing both the ASA D-REIT and the ASA I-REIT. The
committee does this by ensuring that appropriate and suitable actions are taken to ensure transparency
and the arms-length nature of all connected party transactions as set out in the REITs Regulations,and all
transactions involving the ASA D-REIT and the ASA I-REIT.

In this regard, the Committee reviews and has the power to investigate all connected party transactions
to inter alia ensure that they carried out at arm’s length, are consistent with the respective REIT Manager’s
investment policies and are in the best interests of Security Holders and requisite disclosures are made
to the Security Holders. The Committee then submits its assessment of such transactions to the Board
confirming whether or not appropriate and suitable actions were taken to ensure transparency and the
arms-length nature of the proposed transactions.

Activities
Management engaged the Corporate Governance Committee members during the year to evaluate and
approve a proposed related party transaction between the two ASA REITs. The transaction related to Qwetu

Hurlingham, having been completed and the operations being stabilized by the ASA D-REIT. The asset is set
to be acquired by the ASA I-REIT in Q2 2023.

The Committee assessed the steps that were taken by the REIT Manager, which included the necessary
valuations undertaken by both independent valuers and the structural engineer report. The Committee
was satisfied that the investment policy and regulatory requirements had been fulfilled and approved the
transaction vide unanimous circular resolutions.
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Audit and Risk Committee

Committee Membership and Meetings

Members Present Meetings

Winnie Nyamute - Chairperson 4/4

Rose Mambo 4/4

Peter Njenga 4/4
Composition

The Audit and Risk Committee is composed of three (3) directors,two (2) of whom are independent and non-
executive directors,with one (1) of them acting as the Chairperson to the Ccommittee,and the third member
of the committee being a director appointed by AHL who is knowledgeable in accounting and audit and
risk management. The qualifications of the members of the Audit Committee are set out under governance
section of this report.

Role

The mandate and scope of responsibilities the Audit Committee includes inter alia:

e internal control and risk management

e review of the external auditor’s scope and monitor their performance.

e monitoring compliance of the laws and regulations governing the ASA REITs and the REIT Manager.

e ensure that the other Board members are made aware of matters which may significantly impact the
financial conditions or affairs of the ASA REITs.

Activities

The Audit & Risk Committee met five times during the year and the meetings were attended by the
Committee members.

The first two meetings were scheduled for the review of the Audited Financial Statements for the year
ended 2021 and presentation of the audit findings from the Auditors. The Audit & Risk Committee supported
the Board by reviewing the audited financial statements before they are recommended to the Trustee for
approval and released to the public. The Committee also reviewed the effectiveness of the internal controls
of the Acorn I-REIT Manager and other matters affecting the financial performance and financial reporting,
financial viability,and the basis for preparing the accounts on a going concern basis.

The third meeting was scheduled for the review of the unaudited financial statements and results for the
half year ended June 2022. The Audit & Risk Committee supported the Board by reviewing the unaudited
financial statements and results before they were recommended to the Trustee for approval and released
to the public. The Committee also received presentations on findings and recommendations from the 2021
full year audits by respective auditors. The Committee stressed the need to review the progress of the
implementation of the audit process in order the improve future audit exercises and the functionality of the
internal control systems. The Committee recommended engagement of an inhouse internal audit function.

The fourth meeting was scheduled to review the internal audit findings from the first half of the year (as
presented by RSM), approve the hiring process of an internal auditor for the next year and was also an
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Corporate Governance Committee (continued)

Activities (continued)

Opportunity for the external auditor, Deloitte, to present their plan for the audit of the 2022 full year results.
The Committee was keen to put in place a plan to ensure that the improvement areas from the internal
audit were addressed and resolved in a timely manner. The Committee proposed quarterly progress reports
on implementation of the internal audit findings as well as other key areas of compliance. With respect to
the external auditor’s plan, the Committee felt it was imperative that the audit be completed within the set
timelines factoring the learnings of the 2021 financial year audit.

ASA I-REIT Investment Committee

Committee Membership and Meetings

Members Present Meetings

Claire Jarratt - Chairperson 4/4

Ameel Somani 3/4

Peter Njenga 4/4
Composition

In view of the fact that the REIT Manager was appointed by the Trustee to manage both the ASA I-REIT
and the ASA D-REIT, the Board in order to ensure that the investment policies of the REIT Manager are
maintained and to manage the connected party transactions that may arise, set up bifurcated investment
committees, one for each of the ASA I-REIT and the ASA D-REIT respectively, and has the mandate to
ensure that no director shall at the same time serve on both the ASA I-REIT and ASA D-REIT Investment
Committees.

The Investment Committee consists of three (3) directors, with at least one (1) independent and non-
executive director and the director appointed by the anchor investor.
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% ASA I-REIT Investment Committee (continued) REPURT UF THE TRUSTEE

Role

The mandate of the Committee inter alia includes:
e acquisition of eligible investments as set out in the Trust Deed and the Regulations.

: : : : :
e investment of surplus cash in deposit, bonds, securities, and money market instruments. The TrUStee S report IS prepared n accordance WIth ReQUlatlon 101
+  conduct independent due diligence on the Acorn D-REIT assets completed and stabilized. (3) and the Fifth Schedule of the REITs RGgUlationS.

e review in detail the performance, risk profile, and management of the investment portfolio.

Governance

Activities . Confirmation of all matters relating to the title particulars of real estate properties and

The I-REIT Investment Committee met four times during the year. The activities taken on by the Committee other assets of the fund

can be summarized as follows: We confirm the below titles particulars for the real estate properties:
*  Quarterly performance of the properties and ASA I-REIT 1. Land Reference 209/12306 situated on Jogoo Road registered in the name of an Investee LLP named Edenvale
e Discussion and approval of the consideration for the acquisition of Qwetu Aberdare Heights.
e Approval of the 2023 Budget for the properties and ASA I-REIT

»  Approval of the I-REIT debt facility

e Discussion and approval of the acquisition of Qwetu Hurlingham

Development LLP (Edenvale LLP) upon which the project known as Qwetu Jogoo road is developed;

Land Reference Number 209/11654 situated near Strathmore University registered in the name of an Investee LLP
named Acacia Vale Properties LLP (Acacia Vale LLP) and upon which the project known as Qwetu Wilson view is

developed;

Land Reference Number 26921/1 situated in Ruaraka registered in the name of an Investee LLP named Spring

Properties LLP (Spring Green LLP) and upon which the project known as Qwetu Ruaraka is developed;

. Land Reference Number 9509/55- property known as Qwetu Aberdare Heights is developed under the Special
Company Secretary : e : : :
Purpose Vehicle (Rowan Properties LLP).

The Company Secretary is the chief governance specialist of the REIT Manager and its Board and coordinates the Land Reference Number 209/118/54 property known as Qwetu Parklands is developed under the Special Purpose

Board work plan, meetings as well as manages communication between the REIT Manager and its shareholder. Vehicle (Kipkabus Development LLP).
The company secretary on record for the year ended 31t December 2022 is Azali Certified Public Secretaries LLP
with a view of ensuring that corporate governance role is fully executed. We confirm that the other financial assets of the fund are as detailed in the accounts.

Details of other matters:

Directors’ unitholding

Requirements Under The Fifth Schedule Trustee’s Report
The Trust Deeds establishing the ASA REITs provide that units specifically in the ASA I-REIT can inter alia only be

transferred to Professional Investors. a) Any appointment of a secondary disposition Trustee together There was no appointment to this effect.
with details of purpose of the appointment and of any
However, some of the directors own units in the ASA I-REIT through Vuka which is a retail aggregator platform and documents executed by the secondary disposition trustee
their respective holdings as at 31 December, 2022 are as follows:
Any matter arising during the period which has been, or No matter arising that needed the Authority to be notified.
q - hould h been, notified to the Authorit t to th
Name of Director/key personnel Number of units held o : ave been, Notifiec 1o the AUTnority pUrstant £a the
Regulations
Edward Kirathe 25,820 Any failures by the Trustee to comply with the provisions of There were no failures to this effect.
the scheme documents, the Act or the Regulations and action
Peter Njenga 5,500 taken to remedy the failure

From the above stated holdings, we note that none of the directors of the REIT Manager hold in their individual Any action taken by the Trustee during the period to protect There were no matters that necessitated such action to be

X , . assets of the trust or the interests of REIT securities holders taken by the Trustee
capacity more than 1% of the REIT’s total equity.

Meetings of REIT securities holders convened by the trustee, This being the 2™ year of operations, the REIT Unitholders
resolutions put and the outcome of voting. meeting is scheduled to be held this year 2023
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e)

Requirements Under The Fifth Schedule

Trustee’s Report

Meetings of REIT securities holders convened by the trustee, e The first AGM meeting was held on Thursday 21t April
resolutions put and the outcome of voting.

2022 at 10:00 am via zoom.

«  The proposed resolutions put forth for unit holders to
vote were as follows:

1. To table the proxies & confirm quorum

2. Receive, consider & adopt the annual audited financial
reports year ended 31t December 2021.

3. To declare and receive ratification on the final
distribution for the year ended 31t December 2021 of
Kshs 106,440,861 (Kshs 0.64 per unit)

4. Ratify re-appointment of ASA I-REIT auditors- Deloitte
Kenya.

5. Ratify & approve new supplemental offers for issuance
of new units for ASA |-REIT period between 1<t April
2022 to 30™ April 2023

6. AOB
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Identification of connected parties who had dealings with the ASA [-REIT

1.

Resolution

To receive, consider & adopt the annual
reports for the period ending 31 Decem-
ber 2021.

Ratify the interim dividend of Kshs
63,166,818 (Kes. 0.38 per unit) and a final
distribution of Kshs 106,440,861 (Kshs 0.64
per unit)

Ratify the re-appointment of Deloitte
Kenya as ASA I-REIT auditors

Ratify issuance of supplemental offer for
period between 01/01/2022 to 31/12/2022

Summary Votes Cast (in favour)

ASA |I-REIT declared a net income of 92.86%
Kes 387 million for the period.

Increase in NAV valued by

independent valuer from Kes 3.34

billion to Kshs 3.47 billion

Auditors- Deloitte — were invited

and confirmed a clean report.

The interim dividend was paid to 92.86%
unit holders of ASA I-REIT on 1%t

September 2021.

The final distribution was paid by

30t April 2022.

ASA |I-REIT distribution yield stood

at 5.4% which exceeded their target

of 3.5%

The auditor had expressed desire to
continue as auditors for the I-REIT.
Unitholders ratified the
appointment.

Acorn REITS will continue to pursue
an aggressive growth strategy.

The funds will be utilized to acquire
two more properties as per the ASA
I-REIT annual plan.

Supplemental offer of Kshs 2.8
billion is currently awaiting
Regulator’s approval

Governance

2. Asummary of the meetings of REIT securities holders called or held during the period,
a summary of the purpose of the meeting, resolutions put to the REIT securities holders
and of attendees and votes cast.

Trustee's opinion on whether the REIT Manager has managed the scheme in accordance
This was the first AGM meeting for the ASA I-REIT and the quorum was confirmed as follows by the CDSC Registrars; the P g g

registrars of ASA I-REIT:

43 unitholders had registered to attend the meeting via online.
96.41% proxies were received for ASA [-REIT
No proxies were received in favour of ASA [-REIT Chairperson or in favour of other persons other than the Chairperson.

Company Secretary confirmed the quorum for the purposes of transacting business.

with the provisions of the scheme documents, the Act and REITs Regulations.

In the Trustee’s opinion the REIT Manager-Acorn Investment Management Limited- has managed the scheme in
accordance with the provisions of the scheme documents, the Act and the REITs Regulations.

Comments by the Trustee on the REIT Manager’s report, performance of the REIT
Manager or of any other person or other material matter.

Despite this being its second year of operation, the ASA I-REIT was voted the 1°t in Africa, 3" in Global peer group
and maintained a 4-star rating during the 2022 GRESB assessment. The REIT is professionally run and continue to
demonstrate dexterity and expertise in REIT related matters and is benchmarking against global standards. We feel

their performance can only get better.

Signed by
The Compliance Officer:

f‘ﬂn'l | E

The I-REIT Trustee
The Co-operative Bank of Kenya Limited
Date: 31t March 2023
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REIT MANAGER
COMPLIANCE REPORT

In accordance with Regulation 101 and the Fifth

Schedule of the Capital Markets (Real Estate Investment

Trusts) (Collective Investment Schemes) Regulations,

2013 (the “Regulations”), the Compliance Officer notes

the following for the period ended 315t December 2022:

1.

The status of the REIT Manager’s compliance
program progressed well during the period under
review. As part of the compliance program and in
order to meet the evolving business environment
within which the REIT operates: (i) the REIT Manager
has developed an elaborate compliance manual for
ease of ensuring compliance by the REIT Manager
with the Capital Markets Act (Cap 485A) and the
Regulations; and (ii) the Board and Management of
the REIT Manager continue to proactively reinforce
the REIT compliance frameworks, systems, policies
and procedures as well as monitor inherent risks,
implement measures to mitigate the effects and
cushion the ASA REITs from adverse effects.

In addition to the foregoing and in line with the
requirements under the Fifth Schedule Paragraph
(6) (J) of the Regulations, for the period under

review the REIT Manager states as follows:

a) Matters arising during the period which
have been, or should have been, notified to
the Authority pursuant to the Regulations:
During the period, the REIT Manager made an
application to the Authority for the issuance of
the maiden Supplementary Offer Memorandum
(the “Supplementary Offer”) aimed at raising
up to KES 2.8 billion for purposes of the issue
and subscription of units in the ASA I-REIT.

This received approval from the Authority in
February 2022. The Supplementary Offer was
running up to 31t December 2022 and achieved
a 73% subscription rate which translates to a

capital raise of KES 2 billion.

b) Any failures by the REIT Manager, Trustee or
any other party to comply with the provisions
of the of the scheme documents, the Act or the
Regulations and action taken to remedy the

failure: None.

c¢) Any action taken by the REIT Manager or which
the Trustee was requested to take during the
period to protect assets of the trust or the

interests of REIT securities holders: None.

d) An update of any matters reported in prior

periods and action taken to rectify: None.

Material Litigation And Potential Impact

As at the date of this Compliance Report, there is no
litigation (actual or threatened) against the REIT
Manager with respect to assets under the I-REIT.

Signed by:

Sheila Maina

Compliance Officer

Acorn Investment Management Limited
Date: 31t March 2023
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REPORT OF THE REIT MANAGER

The REIT Manager submits its report together with the audited
financial statements for the period ended 31 December 2022,
which disclose the situation of Acorn Income Real Estate
Investment Trust (Acorn I-REIT) also known as the Acorn
Student Accommodation Income Real Estate Investment Trust
(the "ASA I-REIT", the “REIT").

1. Incorporation

The Acorn Students Accommodation Income Real Estate
Investment Trust is a real estate investment trust licensed
under The Capital Markets (Real Estate Investment Trusts)
(Collective Investment Schemes) Regulations, 2013 (the “REITs
Regulations”). The ASA I-REIT was authorized by the Capital
Markets Authority on 8 December 2020 and was launched on
08 February 2021.

The ASA I-REIT shall be unlimited in duration subject to the
Perpetuities and Accumulations Act (Chapter 161 of the Laws
of Kenya) and is a limited purpose unincorporated Close
Ended Fund

2. Principal Activities

The principal activity of the ASA I-REIT is to invest in the
acquisition of completed, stabilised, income-generating and
deleveraged purpose-built student accommodation (PBSA).
The ASA I-REIT is structured as a common law unincorporated
trust divided into units and is established through a Trust
Deed dated 16 December 2020. It invests in the acquisition
of stabilized, income-generating purpose-built student
accommodation (“PBSA").

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

e The acquisition of long-term investment, of income-
generating eligible real estate, investment in eligible
investments and the undertaking of real estate
development, marketing, letting and stabilization of
income-generating rental housing focused on PBSA.

e provision of the most sought after, quality, and secure
PBSA within the Nairobi Metropolitan area (Nairobi
County and its neighboring counties).

e retention and management of the real estate assets of
the ASA I-REIT with the objective of providing income to

investors in the form of regular, stable cash distributions
to achieve an attractive distribution yield.

e realize capital appreciation from proactive investment
and asset management.

e provision of an attractive investment alternative for
investors seeking to allocate a portion of their long-term
investment portfolios in a well-structured, regulated and
professionally managed real estate backed security.

e The undertaking of incidental and connected activities
and activities related to the REIT Assets; and

e Any other such activities as may be authorized by the
REITs Regulations, in each case, in accordance with the
provisions of the Scheme Document.

3. Business Review

There are currently 5 (2021:3) properties under the ASAI-REIT
in Nairobi offering 3,003 (2021:1,773) operational beds. Point
7 below, gives more details of acquisitions in the year.

The ASA-IREIT and the Group results for the year are fully
as set out on page 116-117 was profit of KShs 488,712,000
(2021: KShs 287,815,000) and KShs 504,899,000 (2021: KShs
387,480,000) respectively. The Group recognized a bargain
purchase gain of KShs 16,187,000 (2021: KShs 99,665,000).
The increase in the performance is largely because of the new
properties that were acquired in the year.

Other income earned at group level contributed KShs
20,325,000 (2021: KShs 8,380,000) representing interest
income on-call deposits and money market fund. The fund
operating expenses amounted to KShs 72,344,000 (2021:
KShs 38,228,000).

Net profit includes a fair value gain in the revaluation of
investment property of KShs 365,302,000 (2021: KShs
106,381,000).

The group’s total assets amounted to KShs 6,800,637,000
(2021: KShs. 3,756,858,000). The group’s total Lliabilities
amounted to KShs 946,386,000 (2011: 176,776,000).
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3. Business Review (continued)

The key risk being faced by the ASA I-REIT currently is its ability to scale up through the acquisition of new properties by raising
sufficient funding from institutional investors. A pipeline of investors has been developed, which will enable greater capital to
be accessed as and when assets become available for acquisition.

The occupancy and performance levels seen at the properties during 2022 are a testament to the underlying demand and
market fundamentals. Currently the ASA I-REIT is only providing over 3,000 operational beds, while the market research
indicates that the addressable market equates to 110,000 beds.

With this in mind, there are several acquisitions that are targeted during 2023 to add to the count of operational beds in the ASA
I-REIT. The scaling up of the investment vehicle will diversify the risk to investors by increasing exposure to multiple properties
while also solidifying the return potential, through enhancing the efficiency of fund management over a larger asset base.

4. Results

The results for the period are set out on page 116 to 123.

5. Trust’s Capital

The trust’s capital is set out on page 120-121.

6. Directorate

The directors of the Trustee, Co-operative Bank of Kenya Limited, who held office during the period and at the time of this
report were.

Name Date of appointment

Lydia Rono 16 December 2020
Caroline Karimi 16 December 2020
Samuel Kibugi 16 December 2020

The directors of the REIT Manager, Acorn Investment Management Limited who held office during the period and at the time
of this report were:

Name Date of appointment

Rose Mambo Board Chair - Independent 19 February 2020
Dr. Winnie Nyamute Independent 20 April 2020
Edward Kirathe Acorn Holdings Limited appointed director 30 July 2014
Peter Njenga Acorn Holdings Limited appointed director 30 July 2014
Claire Jaratt Independent, anchor investor director 18 February 2021

Wangui Maranga Acorn Holdings Limited appointed director 09 June 2021
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7. Acquisitions

The REIT successfully completed the acquisition of 100% of the following property-owning partnerships during the period

under review.

Entity Transaction Date Purchase Consideration Market Values
Year 2022 KShs ‘000’ KShs ‘000’
Kipkabus Development LLP 1 July 2022 984,700 984,700

Rowan Properties LLP 1 November 2022 1,785,000 1,787,300
Edenvale Developments LLP 1 February 2021 760,000 760,000

Spring Green Properties LLP 1 February 2021 811,000 811,000

Acacia Vale Properties LLP 1 February 2021 1,680,000 1,680,000

The market value above indicates the valuation of the property at the date of acquisition, the complete valuation reports are

available for review.

The REIT has not yet entered any contractual arrangements to acquire any additional properties in the next twelve months but
intends to acquire additional properties.

Construction and development activities
Over the period under review, the REIT did not enter any construction and development activities.

Other non-direct real estate assets
Other than the assets listed above, the Scheme does not hold any other non-direct real estate assets.

8. Going Concern

The annual financial statements have been prepared using appropriate accounting policies, supported by reasonable and
prudent judgements and estimates. The REIT Manager has a reasonable expectation based on an appropriate assessment of a
comprehensive range of factors, that the REIT has adequate resources to continue as a going concern for the foreseeable future
and at least for the next twelve months from the date of these financial statements.

9. Borrowings And Financial Arrangements

Note 20 gives details of borrowing by the REIT.

Approval of The REIT Manager’s Report

The REIT Manager’s report was approved on behalf of the REIT Manager by:

M. ) s

Rose Mambo Mr. P{té': Njenga
(Director, Acorn Investment Management Limited) (Director, Acorn Investment Management Limited)
(REIT Manager Representative) (REIT Manager Representative)

31t March 2023
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CERTIFICATION OF THE FINANCIAL
STATEMENTS BY THE TRUSTEE

Statement of compliance

The Trustee has considered and reviewed the consolidated financial statements of the ASA I-REIT for the year ended 31
December 2022, and certifies, according to the requirements of the Capital Markets (Real Estate Investment Trusts) (Collective
Investments Schemes) Regulations, 2013, that these financial statements give a true and fair view of the consolidated
statement of the financial position of the REIT as at 31 December 2022 and of the consolidated profit or loss for the year

then ended.

Certified on behalf of The Co-operative Bank of Kenya Limited by:

f.rﬂﬁwl—

Henry Karanja

Trustee Compliance Officer:

The Co-operative Bank of Kenya Limited
Date:31%t March 2023
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STATEMENT OF REIT MANAGER'S
RESPONSIBILITIES

The REIT Manager is responsible for the preparation and presentation of the consolidated and separate financial statements of
the ASA I-REIT set out on pages 116 to 156 which comprise the consolidated and ASA-IREIT statement of financial position as at
31 December 2022, consolidated and ASA-IREIT statement of profit or loss and other comprehensive income, consolidated and
ASA-IREIT statement of changes in equity and consolidated and ASA-IREIT statement and of cash flows for the period then ended,
and a summary of significant accounting policies and other explanatory information.

The REIT Manager’s responsibilities include: determining that the basis of accounting to these consolidated and separate financial
statements is an acceptable basis for preparing and presenting the financial statements in the circumstances, preparation and
presentation of consolidated and separete financial statements in accordance with International Financial Reporting Standards
and the requirements of the Capital Markets (Real Estate Investment Trusts) (Collective Investments Schemes) Regulations, 2013,
the Capital Markets Authority Act and such internal control as the REIT Manager determines is necessary to enable the preparation
of financial statements that are free from material misstatements, whether due to fraud or error.

The REIT Manager is required to prepare consolidated and separate financial statements for each financial period which give a
true and fair view of the state of affairs of the REIT as at the end of the financial period and of the operating results for that period.
It also requires the REIT Manager to ensure the REIT keeps proper accounting records that disclose with reasonable accuracy the
financial position of the REIT.

The REIT Manager accepts responsibility for the annual financial statements, which have been prepared using appropriate
accounting policies supported by reasonable and prudent judgements and estimates, in conformity with International Financial
Reporting Standards. The REIT Manager is of the opinion that the financial statements give a true and fair view of the state of the
financial affairs of the REIT and of its operating results.

The REIT Manager further accepts responsibility for the maintenance of accounting records which may be relied upon in the
preparation of financial statements, as well as adequate systems of internal financial control.

The REIT Manager has made an assessment of the REIT’s ability to continue as a going concern and has no reason to believe there
will not be a going concern for at least the next twelve months from the date of this statement.

Approval of The REIT Manager’s Report

The REIT Manager’s report was approved on behalf of the REIT Manager by:

Qtmade | =
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£or
Rose Mambo Mr. Peter Njenga
(Director, Acorn Investment Management Limited) (Director, Acorn Investment Management Limited)

(REIT Manager Representative) (REIT Manager Representative)

315t March 2023
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INDEPENDENT AUDITOR'S REPORT

T0 THE MEMBERS OF THE ACORN STUDENT ACCOMMODATION INCOME
REAL ESTATE INVESTMENT TRUST

Report on the financial statements

Opinion

We have audited the accompanying financial statements of The Acorn Student Accommodation Income Real Estate Investment
Trust (the "ASA I-REIT", the “REIT”), set out on pages 116 to 156, which comprise the consolidated and separate statement of
financial position as at 31 December 2022, consolidated and separate statement of profit or loss and other comprehensive
income, consolidated and separate statement of changes in equity and consolidated and separate statement of cash flows for
the year then ended, and 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 consolidated and separate financial
position of the ASA I-REIT as at 31 December 2022 and of its financial performance and cash flows for the year then ended
in accordance with International Financial Reporting Standards (“IFRSs”) and the requirements of the Capital Markets (Real
Estate Investment Trusts) (Collective Investments Schemes) Regulations, 2013.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing ("ISA"). Our responsibilities 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 REIT in accordance with the International Ethics Standards Board for Accountants (IESBA)
International Code of Ethics for Professional Accountants (including International Independence Standards) (the IESBA Code),
together with the ethical requirements that are relevant to our audit of the financial statements in Kenya. We have fulfilled
our other ethical responsibilities in accordance with these requirements and 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 Matters

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

on these matters.
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Deloitte.

Deloitte & Touche LLP

Certified Public Accountants (Kenya)
Deloitte Place

Waiyaki Way, Muthangari

P.O. Box 40092 - GPO 00100

Nairobi, Kenya

Tel: (+254 20) 423 0000

Cell: (+254 20) 0719 039 000
Dropping Zone No. 92

Email: admin@deloitte.co.ke

www.deloitte.com

INDEPENDENT AUDITOR'S REPORT ccon

T0 THE MEMBERS OF THE ACORN STUDENT ACCOMMODATION INCOME

REAL ESTATE INVESTMENT TRUST (cont)

Report on the financial statements (continued)

Key Audit Matters (continued)

The Key audit matter

Valuation of investment property

How our audit addressed the key audit matter

Valuation of investment properties is considered a key audit
matter because The REIT acquired three investment properties
which represent the single largest category of assets on the
consolidated statement of financial position as at 31 December
2022 These investment properties are stated at their fair values
based on independent external valuations. The valuation process
involves significant judgment in determining the appropriate
valuation methodology to be used, and in estimating the
underlying assumptions to be applied. The valuations are
highly sensitive to key assumptions applied in deriving at the
capitalisation, discount and terminal yield rates and a small
change in the assumptions can have a significant impact to the
valuation.

We assessed the competence, capabilities and objectivity of the
Company's external valuer, and verified their qualifications and
experience. In addition, we discussed the scope of their work and
reviewed their terms of engagement to determine that there
were no matters that affected their independence and objectivity
or imposed scope limitations upon them. We confirmed that the
approach they used is consistent with prior years.

We assessed the valuation methodologies used. We tested the in-
tegrity of inputs of the projected cash flows used in the valuation
to support leases and other documents. We challenged the capi-
talization, discount and terminal yield rates used in the valuation
by comparing them against historical rates and available industry
data, taking into consideration comparability and market factors.

We considered the adequacy of the disclosures in the financial
statements, in describing the inherent degree of subjectivity and
key assumptions in the estimates. This includes the relationships
between the key unobservable inputs and fair values,in conveying
the uncertainties.

Based on procedures performed, we concluded that the
methodology and assumptions used by the Directors in the
valuation of investment properties were appropriate. In addition,
the disclosures pertaining to the valuation of investment
properties were found to be appropriate in the financial
statements.

-
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T0 THE MEMBERS OF THE ACORN STUDENT ACCOMMODATION INCOME
REAL ESTATE INVESTMENT TRUST (cont)

Report on the financial statements (continued)

Other information

The REIT Manager is responsible for the other information, which comprises the REIT Manager’s Report which was obtained
prior to the date of this auditors’ report. The other information does not include the financial statements and our auditor’s report
thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon. In connection with our audit of the financial statements, our responsibility is to read the other information
and,in doing so,consider whether the other information 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 that we obtained prior to 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.

Responsibilities of the REIT Manager for the financial statements

The REIT Manager is responsible for the preparation of the financial statements that give a true and fair view in accordance with
IFRS,and the requirements of the Capital Markets (Real Estate Investment Trusts) (Collective Investments Schemes) Regulations,
2013.,and for such internal controls as REIT Manager determine are necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error. The REIT Manager is responsible for the preparation
of the financial statements that give a true and fair view in accordance with IFRS, and the requirements of the Capital Markets
(Real Estate Investment Trusts) (Collective Investments Schemes) Regulations, 2013., and for such internal controls as REIT
Manager determine are 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 REIT Manager is responsible for assessing the REIT’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the
REIT Manager either intend to liquidate the REIT or to cease operations, or have no realistic alternative but to do so.
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T0 THE MEMBERS OF THE ACORN STUDENT ACCOMMODATION INCOME
REAL ESTATE INVESTMENT TRUST (cont)

Report on the financial statements (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements are free from material misstatement,
whether due to fraud 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 ISAs 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.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional scepticism throughout

the audit. We also:

. Identify 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 obtain 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.

e Obtain an understanding of internal control relevant to the audit to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the REIT's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the REIT Manager.

e Conclude on the appropriateness of the 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 REIT’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. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the REIT to cease to continue as a going concern; and

. 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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Deloitte & Touche LLP

- Certified Public Accountants (Kenya)

Deloitte Place
. Waiyaki Way, Muthangari

P.0. Box 40092 - GPO 00100
Nairobi, Kenya
Tel: (+254 20) 423 0000
Cell: (+254 20) 0719 039 000
Dropping Zone No. 92
Email: admin@deloitte.co.ke

www.deloitte.com

INDEPENDENT AUDITOR'S REPORT ccon

T0 THE MEMBERS OF THE ACORN STUDENT ACCOMMODATION INCOME
REAL ESTATE INVESTMENT TRUST (cont)

Report on the financial statements (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

We communicate with the Board of Directors of the REIT 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.

Report on other legal and regulatory requirements

As required by the Capital Markets (Real Estate Investment Trusts) (Collective Investments Schemes) Regulations, 2013 we

report to you based on our audit, that:

e we have obtained all the information and explanations, which to the best of our knowledge and belief were necessary for
the purpose of our audit.

e inour opinion,proper books of account have been kept by the REIT, so far as appears from our examination of those books;
and

e the statement of financial position and statement of profit or loss and other comprehensive income are in agreement with
the books of account.

In our opinion, the information given in the REIT Manager’s Report on pages 106 to 108 is consistent with the financial

statements.

The engagement partner responsible for the audit resulting in this independent auditor’s report is CPA Freda Mitambo,
Practising certificate No. 2174
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For and on behalf of Deloitte & Touche LLP
Certified Public Accountants (Kenya)

Nairobi
312° March 2023
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CONSOLIDATED STATEMENT OF PROFIT OR THE ASA-IREIT STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2022 FOR THE YEAR ENDED 31 DECEMBER 2022
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2021 2021
(12 Months) (112 Months)
KShs 000 KShs 000 KShs ooo KShs ooo
Administrative expenses 10 (20,161) (12,889)
INCOME Other operating expenses 11 (72,344) (38,228)
Rental and related income 7 441967 334,034 (92,505) (51,117)
Other income 8(a) 4,834 i Finance costs 9@) (21,162) -
Bargain purchase gain 8(b) 16,187 99,665 Finance income 9(b) 12,268 7849
Total income 462,988 433,699 Share of net profit from subsidiaries accounted for using the equity method 19 590,111 331,083
EXPENSES Profit for the year/period 488,712 287,815
Administrative expenses 10(@a) (184,694) (122,669)
Other comprehensive income for the year/period - -
Other operating expenses 11 (72,344) (38,228)
Impairment loss 10(b) (59,043) - Total comprehensive income for the year/period 488,712 287,815
Finance costs 9(a) (22,801) (83)
Finance income 9(b) 15491 8,380 The notes on pages 124 to 156 form an integral part of these financial statements.
Fair value gain on revaluation of investment property 14 365,302 106,381
Profit for the year/period 504,899 387,480

Other comprehensive income for the year/period - -

Total comprehensive income for the year/period 504,899 387,480
Basic earnings per unit (KShs) 12 1.90 2.32
Distributable earnings per unit (KShs) 12 0.77 1.02

The notes on pages 124 to 156 form an integral part of these financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL ASA-IREIT STATEMENT OF FINANCIAL
POSITION AS AT 31 DECEMBER 2022 POSITION AS AT 31 DECEMBER 2022

0
wied
2022 2021 g
ASSETS KShs 000 KShs 000 2022 2021 £
KShs ooo KShs 000 3
NON-CURRENT ASSETS .S
Equipment 13 10,782 13,881 ASSETS ﬂ
. ]
Investment properties 14 6,535,300 3,394,300 NON-CURRENT ASSETS O
Goodwill 23(d) 477 - o ) ) =
Investment in subsidiaries accounted for using equity method 19 6,468,218 3,582,083 ©
6,546,559 3,408,181 =
Investment in financial assets 18 14,680 30,070 L.
CURRENT ASSETS 6,482,898 3,612,153
Trade and other receivables 15 16,511 59,038
CURRENT ASSETS
Consumables 16 2,594 - ) )
Amounts due from related parties 17(i) 27,503 96,544 Amounts due from related parties 17() . 4,616
Investment in financial asset 18 14,680 30,070 Trade and other receivables 15 - 3,021
Cash and bank balances 21 192,790 163,025 Cash and bank balances 21 46,424 96,065
254,078 348,677 46,424 103,702
TOTAL ASSETS 6,800,637 3,756,858 TOTAL ASSETS 6529322 3.715.855
EQUITY AND LIABILITIES EQUITY AND LIABILITIES
CAPITAL AND RESERVES CAPITAL AND RESERVES
Trust capital 22(c) 5,187,256 3,255,769 Trust capital 22(c) 5,187,256 3,255,769
Fair value reserve 22(f) 471,68_7) 106,381 Retained earnings 551,144 224648
Retained earnings 195,312 217,932 5738,400 3480417
5,854,251 3,580,082

CURRENT LIABILITIES

CURRENT LIABILITIES

Borrowings 20 766,613 i Borrowings 20 766,613 R
Amounts due to related parties 17(ii) 23,438 58,647 Trade and other payables 25 24,136 15,390
Trade and other payables 25 156,335 118,129 Amounts due to related parties 17(ii) 173 220,048

946,386 176,776 790,922 235438
TOTAL EQUITY AND LIABILITIES 6,800,637 3,756,858 TOTAL EQUITY AND LIABILITIES 6,529,322 3,715,855

The financial statements set out on pages 116 to 156 were approved by the REIT Manager and authorised by the Trustee on
315t March 2023 and were signed on their behalf by:

The financial statements set out on pages 116 to 156 were approved by the REIT Manager and authorised by the Trustee on
31t March 2023 and were signed on their behalf by:

Rose Mambo Mr. I’;téFr Njenga Rose Mambo Mr. Pgtéi Njenga
(Director, Acorn Investment Management Limited) (Director, Acorn Investment Management Limited) (Director, Acorn Investment Management Limited) (Director, Acorn Investment Management Limited)
(REIT Manager Representative) (REIT Manager Representative) (REIT Manager Representative) (REIT Manager Representative)
F - i | F - S E |
Yl e Yt i
SR e st e -
Lydia Rono Caroline Karimi Lydia Rono Caroline Karimi

Trustee's representative Trustee's representative Trustee's representative Trustee's representative
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CONSOLIDATED STATEMENT OF CHANGES IN ASA-IREIT STATEMENT OF CHANGES IN
TRUST'S EQUITY FOR THE YEAR ENDED 31 TRUST'S EQUITY FOR THE YEAR ENDED 31
DECEMBER 2022 DECEMBER 2022
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Trust  Fair value Retained Total Trust  Fair value Retained Total
Capital reserve earnings Equity Capital reserve earnings Equity
ASSETS KShs 000 KShs 000 KShs 000 KShs 000 ASSETS KShs 000 KShs 000 KShs 000 KShs 000
At 1 February 2021 - At incorporation - - - - At 1 Feb 2021 - - - -
Issue of units 3,339,744 - - 3,339,744 Proceeds from issuance of Units 3,339,744 - - 3,539,744
Total comprehensive income for the period - - 387,480 387,480 Transaction costs for issuance of units (Note 22) (83,975) - - (83,975)
Transfer to non-distributable reserve (Note 22(f)) - 106,381 (106,381) - Total comprehensive income for the period - - 287,815 287,815
Transaction costs for issue of new units (note 24) (83,975) - - (83,975) Interim dividends paid to unitholders (Note 12) - - (63,167) (63,167)
Interim distributions paid to unitholders (note 12) - - (63,167) (63,167) At 31 December 2021 3,255,769 - 224,648 3,480,417
At 31 December 2021 3,255,769 106,381 217,932 3,580,082
At 1 January 2022 3,255,769 - 224,648 3,480,417
At 1 January 2022 3,255,769 106,381 217932 3,580,082 Proceeds from issuance of units 1,939,605 - - 1,939,605
Issue of units (note 22(c)) 1,939,605 - - 1,939,605 Transaction costs for issue of new units (note 22c) (8,118) - - (8,118)
Total comprehensive income for the year - - 504,899 504,899 Total comprehensive income for the year - - 488,712 488,712
Transfer to non-distributable reserve (Note 22(f)) - 365,302 (365,302) - Final dividends paid to unit holders relating to 2021 (note 12) - - (106,441) (106,441)
Transaction costs for issue of new units (note 22(c)) (8,118) - - (8,118) Interim dividends paid to unit holder relating to 2022 (note 12) - - (55,776) (55,776)
Final dividends paid to unit holders relating to 2021 (note 12) = = (106,441) (106,441) At 31 December 2022 5,187,256 - 551,144 5,738,400
Interim dividends paid to unit holder relating to 2022 (note 12) = = (55,776) (55,776)
At 31 December 2022 5,187,256 471,683 195,312 5,854,251

The notes on pages 124 to 156 form an integral part of these financial statements.

The notes on pages 124 to 156 form an integral part of these financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2022

ASSETS

CASH FLOWS FROM OPERATING ACTIVITIES

KShs 000

2021

11 Months

KShs 000

Profit for the year/period 504,899 387,480
Adjustments for:

Fair value gain on revaluation of investment property 14 (365,302) (106,381)
Bargain purchase gain 23(d) (16,187) (99,665)
Interest income 9(b) (15,491) (8,380)
Finance costs 9@) 22,801 83
Depreciation expense 13 3,099 3,990
Operating profit before working capital changes 133,819 177,127
Changes in working capital items

Trade and other receivables 15 42,527 (59,038)
Due from related parties 17(i) 69,041 (96,544)
Trade and other payables 25 38,206 118,129
Due to related parties 17(ii) (35,209) 58,647
Consumables 16 (2,594) -
Cash flows generated from operating activities 245,790 198,321
Interest received 9(b) 15,491 8,380
Finance costs paid 9@a) (6,188) (83)
Net cash flows generated from operating activities 255,093 206,618
CASH FLOWS FROM INVESTING ACTIVITIES

Acquisitions of Limited Liability Partnerships, net of cash acquired 23(c) (1,746,134) (1,326,412)
Additions of investment properties 14 (26,401) (36,919)
Purchase of financial assets 18 (17,000) (30,000)
Proceeds from redemption of financial assets 18 32,390 (70)
Net cash flows used in investing activities (1,757,145) (1,393,401)
CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issue of units 22(c) 952,152 1,496,950
Transaction costs for issue of new units 22(c) (8,118) (83,975)
Dividends paid to equity holders of the trust 12 (162,217) (63,167)
Proceeds from borrowings 20 750,000 -
Net cash flows generated from financing activities 1,531,817 1,349,808
Net increase in cash and cash equivalents 29,765 163,025
CASH AND CASH EQUIVALENTS AT BEGINNING OF THE YEAR/ 21 163,025 -
PERIOD

CASH AND CASH EQUIVALENTS AT 31 DECEMBER 21 192,790 163,025
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ASA-IREIT STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2022

ASSETS

CASH FLOWS FROM OPERATING ACTIVITIES

KShs 000

2021

11 Months

KShs 000

Profit for the period 488,712 287,815
Adjustments for:

Share of net profit from subsidiaries accounted for using the

equity method 19 (590,111) (331,083)
Finance costs 9(a) 21,162 -
Interest income 9(b) (12,268) (7,849)
Operating loss before working capital changes (92,505) (51,117)
Changes in working capital items

Trade and other receivables 15 3,021 (3,021)
Amounts due from related parties 17(i) 4,616 (4,616)
Amounts due to related parties 17(ii) (219,875) 220,048
Trade and other payables 25 8,746 15,390
Cash flows (used in)/generated from operating activities (295,996) 176,683
Interest income received 9(b) 12,268 7,849
Interest paid 9(a) (4,549) -
Net cash flows (used in)/generated from operating activities (288,277) 184,532
INVESTING ACTIVITIES

Acquisition of a subsidiary, net of cash acquired 23(c) (1,782,247) (1,408,205)
Net proceeds from investment in subsidiaries 19 473,676 -
Purchase of financial assets 18 (17,000) (30,000)
Proceeds from redemption of financial assets 18 32,390 (70)
Net cash flows used in investing activities (1,293,181) (1,438,275)
FINANCING ACTIVITIES

Proceeds from borrowings 20 750,000 -
Proceeds from issues of units 22(c) 952,152 1,496,950
Transaction costs for issue of new units 22(c) (8,118) (83,975)
Dividends paid to unitholders of the trust 12 (162,217) (63,167)
Net cash flows from financing activities 1,531,817 1,349,808
Net (decrease)/increase in cash and cash equivalents (49,641) 96,065
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR 21 96,065 -
CASH AND CASH EQUIVALENTS AT 31 DECEMBER 21 46,424 96,065
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NOTES T0 THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

3. Summary of Significant
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NOTES T0 THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

1. Reporting entity

All intra-REIT assets and liabilities, equity, income,

Acorn Income Real Estate Investment Trust (Acorn
I-REIT) also known as the Acorn Student Accommodation
Income Real Estate Investment Trust, (ASA I-REIT) is a
real estate investment trust licensed under The Capital
Markets (Real Estate Investment Trusts) (Collective
Investment Schemes) Regulations, 2013, Preliminary
Part (II), 9(2) which is a closed-ended fund. The ASA
I-REIT was authorized by the Capital Markets Authority
on 8th December 2020. The ASA I-REIT was launched on
08th February 2021. The principal activity of the I-REIT
is to invest in the acquisition of completed, stabilised,
and deleveraged Purpose-Built Student Accommodation
(PBSA) properties.

The consolidated and separate financial statements of
the REIT for the year ended 31 December 2022 comprise
the REIT and its investee Limited Liability Partnerships
(LLPs). The REIT wholly owns the following LLPs:

¢ Edenvale Developments LLP
e Spring Green Properties LLP
e Acacia Vale Properties LLP

¢ Kipkabus Development LLP

¢ Rowan Properties LLP

The financial statements were approved by the REIT
Manager’s board of directors and by the Trustee and
were authorised for issue on the date stamped on Pages
108, 110, 118 and 1109.

Basis of Preparation

The significant accounting policies adopted in the
preparation of these financial statements are set out

below:

2.1) Basis of preparation and statement of compliance
The REIT’s financial statements comprise the
consolidated and separate financial statements.
The consolidated and separate financial
statements have been prepared in accordance

with International Financial Reporting Standards
(IFRS) as issued by the International Accounting
Standards Board (IASB) and the requirements of the
Regulations. For the Regulation reporting purposes,
in these financial statements, the balance sheet is
represented by the statement of financial position,
the profit and loss account is presented in the
statement of profit or loss and other comprehensive
income, the source and use of funds is represented
by the statement of cash flows.

2.2) Details of the REIT’s significant accounting

policies are included in Note 3.

The financial statements are prepared on the going
concern basis and in compliance with International
Financial Reporting Standards (IFRS) as issued
by the International Accounting Standards Board
(IASB). They are presented in Kenya Shillings, which
is also the functional currency rounded to the
nearest thousand (KShs’ 000). Financial Statement
are consolidated as per IFRS 10 requiring the entity
having power over investees to consolidate entities
it controls.

2.3) Measurement basis
The consolidated and separate financial statements
have been prepared on the historical cost basis,
except for the measurement of investment property
that have been measured at fair value.

2.4) Functional and presentation currency
The financial statements are presented in Kenya
Shillings Thousands (KShs ‘000) which is also the
REIT’s functional currency.

2.5) Use of estimates and judgements

The preparation of financial statements in
compliance with adopted IFRS requires the use of
certain criticalaccounting estimates. It also requires
the REIT’s management to exercise judgement in
applying the REIT’s accounting policies. The areas
where significant judgements and estimates have
been made in preparing the financial statements
and their effects are disclosed in Note 5.

Accounting Policies

a) Basis of consolidation

The consolidated financial statements comprise the
financial statements of the REIT and its investee
LLP’s,which are controlled by it. Control is achieved
when the REIT is exposed, or has rights, to variable
returns from its involvement with the investee and
can affect those returns through its power over the
investee. Specifically, the REIT controls an investee
if, and only if, the REIT has:

Power over the investee (i.e., existing rights that
give it the current ability to direct the relevant
activities of the investee)

Exposure, or rights, to variable returns from its
involvement with the investee

The ability to use its power over the investee to
affect its returns

Generally, there is a presumption that most voting
rightsresultsin control. To support this presumption
and when the REIT has less than a majority of the
voting or similar rights of an investee, the REIT
considers all relevant facts and circumstances in
assessing whether it has power over an investee,
including:

The contractual arrangement(s) with the other vote
holders of the investee

Rights arising from other contractual arrangements
The REIT’s voting rights and potential voting rights

The REIT re-assesses whether or not it controls
an investee if facts and circumstances indicate
that there are changes to one or more of the
three elements of control. Consolidation of an
underlying asset(s) begins when the REIT obtains
control over the investee LLP and ceases when
the REIT loses control of the investee LLP. Assets,
liabilities, income, and expenses of an underlying
asset(s) acquired or disposed of during the period
are included in the financial statements from the
date the REIT gains control until the date the REIT
ceases to control the investee LLP.

expenses, and cash flows relating to transactions
between members of the REIT are eliminated in full
on consolidation.

A change in the ownership interest of an underlying
asset(s), without a loss of control, is accounted for
as an equity transaction. If the REIT loses control
over an underlying asset(s), it derecognises the
related assets (including goodwill), Lliabilities,
non-controlling interest, and other components of
equity, while any resultant gain or loss is recognised
in profit or loss. Any investment retained is
recognised at fair value.

The ASA |-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 |-REIT’s share of profit or loss of the
subsidiary since the acquisition date.

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

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

The acquisition date is the date on which control is
transferred to the acquirer. Judgement is applied in
determining the acquisition date and determining
whether control is transferred from one party to
another. The results of the LLP’s are included in
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NOTES T0 THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

3. Summary of Significant
Accounting Policies
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NOTES T0 THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

3. Summary of Significant
Accounting Policies (continued)

exceeds the sum of the consideration transferred, to the buyer (if any). Refer to note 14 for the carrying

the amount of any non-controlling interests in amounts of the investment properties.

a) Basis of consolidation (continued) the acquiree and the fair value of the acquirer’s e) Investment property

the consolidated financial statements from the
effective date of acquisition to the effective date
of disposal.

The acquisition method of accounting has been
adopted to account for the cost of acquisition of the
investments. Cost comprises the fair value of
any assets transferred, Lliabilities or obligations
assumed, and equity instruments issued. Any gain
on a bargain purchase gain is recognised in profit or
loss immediately.

b) Business combinations

Business combinations are accounted for using the
acquisition method. The cost of an acquisition is
measured as the aggregate of the consideration
transferred, which is measured at acquisition date
fair value, and the amount of any non-controlling
interests in the acquiree. For each business
combination, the REIT elects whether to measure
the non-controlling interests in the acquiree at
fair value or at the proportionate share of the
acquiree’s identifiable net assets. Acquisition-
related costs are expensed as incurred and
included in administrative expenses. Transaction
costs that the REIT incurs in connection with a
business combination, such as finder’s fees, legal
fees, due diligence fees, and other professional and
consulting fees, are expensed as incurred.

c) Goodwill

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. This is assessed
every year for impairment. If, after reassessment,
the net of the acquisition date fair values of the
identifiable assets acquired and liabilities assumed

previously held interest in the acquiree (if any),
such excess is recognised immediately in profit or
loss as a bargain purchase gain.

d) Functional and presentation currency

The financial statements are presented in Kenyan
Shilling (KShs), which is the REIT’s functional
currency. All financial information presented in
KShs have been rounded to the nearest thousand
shillings, except where otherwise indicated.

Transactions and balances

Transactions in foreign currencies are initially
recorded at their respective functional currency
spot rates at the date the transaction first qualifies
for recognition.

Monetary assets and liabilities denominated in
foreign currencies are retranslated at the functional
currency spot rate of exchange ruling at the
reporting date. Differences arising on settlement
or translation of monetary items are recognised in
profit or loss.

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated
using the exchange rates as at the dates of the
initial transactions. Non-monetary items measured
at fair value in a foreign currency are translated
using the exchange rates at the date when the fair
value is determined. The gain or loss arising on
translation of non-monetary items measured at
fair value is treated in line with the recognition of
gain or loss on change in fair value of the item (i.e.,
translation differences on items whose fair value
gain or loss is recognised in other comprehensive
income or profit, or loss are also recognised in
other comprehensive income or profit or loss,
respectively).

Investment property comprises land, buildings,
and equipment (such as lifts and air-conditioning)
that is considered an integral part of the building.
Investment properties are held to earn rental
income and 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 to
be capable of operating. The carrying 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
propertyis stated at fair value, which reflects market
conditions at the reporting date, as determined
by registered external valuers as at the financial
year-end. Open market value is determined by the
valuer using a market approach and cost approach.
The market approach comprises the discounted
cash flow method or a net income capitalisation
method. 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.

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 REIT
considers the effects of variable consideration,
existence of a significant financing component,
non-cash consideration, and consideration payable

f)

Investment property held under an operating lease
relates to long-term land leases and is recognised
in the REIT’s statement of financial position at its
fair value. This accounting treatment is consistently
applied for all such long-term land leases.

Revenue recognition
The REIT recognises revenue from the following

major sources:

¢ Rental income
. Interest income

¢ Revenue from service to tenants

Rental income
Rental income comprises direct lets to students
and leases to commercial tenants.

This revenue is recognised in the statement of profit
or loss and other comprehensive income over the
length of the tenancy period as the underlying asset
provides the services to its customers. Included in
the rental contract is the use of broadband facilities
and room cleaning services.

The straight-line concept which is based on the
idea that the usage of the rental arrangement is
on a consistent basis over time; that is, the rented
asset is used at about the same rate from month to
month does not apply since the retail tenants are
on turnover basis which is variable every month.

The REIT does not offer these services as stand-
alone products. Under IFRS 15 the REIT does not
consider these services to be individually material
and has, consequently, bundled these obligations
as a single contract. The transaction prices for
rental income are explicitly stated in each contract.

A contract liability can result from payments
received in advance until the date at which control
is transferred to the customer and at that point the
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3. Summary of Significant
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i) Non-distributable reserves and are subject to impairment. Gains and losses

The non-distributable reserve relates to items are recognised in profit or loss when the asset is

that are not distributable to unitholders, such derecognised, modified or impaired.

f) Revenue recognition (continued) j) Financial instruments (continued)

Rental income (continued)

revenue begins to be recognized over the tenancy
period. Lease incentives are sometimes recognised
on commercial units; these are recognised as an
integral part of the total rental income and spread
over the term of the lease.

Revenue is measured based on the consideration to
which the REIT expects to be entitled in a contract
with a customer and excludes amounts collected
on behalf of third parties. The REIT recognises
revenue when it transfers control of its service to

)

as unrealized fair value adjustments on the
revaluation of investment property, long-term
loans, borrowings and derivatives, the amortisation
of intangible assets and share-based payment
transactions.

Financial instruments

A financial instrument is any contract that gives
rise to a financial asset of one entity and a financial
liability or equity instrument of another entity.

Initial recognition and measurement
Trade receivables are initially recognised when

Financial assets (continued)

Initial recognition and measurement (continued)

‘solely payments of principal and interest (SPPI)’ on
the principal amount outstanding. This assessment
is referred to as the SPPI test and is performed at
an instrument level.

The REIT’s business model for managing financial
assets refers to how it manages its financial assets
in order to generate cash flows. The business
model determines whether cash flows will result
from collecting contractual cash flows, selling the

The REIT’s financial assets at amortised cost
includes cash and bank balances, receivables and
amounts due from related parties.

Impairment of financial assets

Overview of ECL principles

The REIT recognises an allowance for expected
credit losses (ECLs) for all debt instruments not
held at fair value through profit or loss. ECLs are
based on the difference between the contractual
cash flows due in accordance with the contract and
all the cash flows that the Group expects to receive,

a customer. financial assets, or both
they are originated. All other financial assets and discounted at an approximation of the original
Interest income financial liabilities are initially recognised when the effective interest rate. The expected cash flows

Interest income is recognised under other income
in profit or loss as it accrues using the effective
interest 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.

REIT becomes a party to the contractual provisions
of the instrument.

A financial asset (unless it is a trade receivable
without a significant financing component) or
financial liability is initially measured at fair value
plus, for an item not at fair value through profit or
loss, transaction costs that are directly attributable
to its acquisition or issue. A trade receivable
without a significant financing component is

Purchases or sales of financial assets that require
delivery of assets within a time frame established
by regulation or convention in the marketplace
(regular way trades) are recognised on the trade
date, i.e., the date that the REIT commits to
purchase or sell the asset.

Subsequent measurement
For purposes of subsequent measurement, financial
assets are classified at amortised cost

will include cash flows from the sale of collateral
held or other credit enhancements that are integral
to the contractual terms.

ECLs are recognised in two stages. For credit
exposures for which there has not been a significant
increase in credit risk since initial recognition, ECLs
are provided for credit losses that result from
default events that are possible within the next
12-months (@ 12-month ECL). For those credit

g) REIT capital initially measured at the transaction price. Financial assets at amortised cost faxposure.s for YVhI,Ch t.here. t?a.s been a.silgnlﬁcant
Units are classified as equity when there is no . . This category is the most relevant to the REIT. increase in éredlt FI~Sk smce|n|t|a.lrecogn|t|on,aloss
obligation to transfer cash or other assets to the w The REIT measures financial assets at amortised allowance is .r(-?qmr.ed for credit losse‘s expect'ed
holder. Incremental costs directly attributable Initial recognition and measurement cost if both of the following conditions are met: over the remaining life of the exposure, irrespective
to the issue of new units or options are shown in Financial assets are classified, at initial recognition, of the timing of the default (a lifetime ECL).
equity as a deduction from the proceeds. as subsequently measured at amortised cost. The < The financial asset is held within a business

classification of financial assets at initial recognition . — . Fortrade receivables and inter-REIT receivables, the
) model with the objective to hold financial ) o i )
h) Dividend distribution depends on the financial asset’s contractual cash assets in order to collect contractual cash flows, REIT applies a simplified approach in calculating

The REIT has an obligation to distribute to the
unitholders, within four months after the end of
each financial period, at least eighty percent of net
income after tax from sources other than realized
gains from disposal of investment property. The
REIT may distribute more than once annually.
Distributions to unitholders are recognised as a
liability in the period in which they are declared
oncetheamountofdistribution has been calculated.

flow characteristics and the REIT’s business model
for managing them. The REIT initially measures a
financial asset at its fair value plus, in the case of
a financial asset not at fair value through profit or
loss, transaction costs.

In order for a financial asset to be classified and
measured at amortised cost or fair value through
OCl, it needs to give rise to cash flows that are

and

e The contractual terms of the financial asset
give rise on specified dates to cash flows that
are solely payments of principal and interest on
the principal amount outstanding.

Financial assets at amortised cost are subsequently
measured using the effective interest (EIR) method

ECLs. Therefore, the Group does not track
changes in credit risk but instead recognises a loss
allowance based on lifetime ECLs at each reporting
date. The REIT has established a provision matrix
that is based on its historical credit Loss experience,
adjusted for forward-looking factors specific to the
debtors and the economic environment. The REIT
considers a financial asset to be in default when
internal or external information indicates that
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liability. The transferred asset and the associated e When the sales tax incurred on a purchase of

liability are measured on a basis that reflects the assets or services is not recoverable from the

rights and obligations that the REIT has retained. taxation authority, in which case, the sales tax

j) Financial instruments (continued) j) Financial instruments (continued)

Impairment of financial assets (continued)
Overview of ECL principles (continued)

the Group is unlikely to receive the outstanding
contractual amounts in full before taking into
account any credit enhancements held by the
REIT. A financial asset is written off when there
is no reasonable expectation of recovering the
contractual cash flows.

There were no expected credit losses on the other
financial instruments. This is since cash and bank
balances and other receivables are short-term, thus
the fair value does not materially differ from the
cost.

Derecognition

A financial asset is derecognized when:

e The rights to receive cash flows from the asset
have expired

e The REIT has transferred its rights to receive
cash flows from the asset or has assumed an
obligation to pay the received cash flows in full
without material delay to a third party under a

Write-offs

Financial assets are written off either partially or in
their entirety only when the REIT has no reasonable
expectation of recovery. If the amount to be written
off is greater than the accumulated loss allowance,
the difference is first treated as an addition to the
allowance that is then applied against the gross
carrying amount. Any subsequent recoveries are
credited to credit loss expense.

Investment securities

Cash invested in government securities and fixed
deposit instruments with initial maturities longer
than three months are included in investment
securities and are carried at amortised cost. Interest
earned on investment securities is recognised on an
accrual basis using the effective interest method.

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial
recognition, as financial liabilities at fair value
through profit or loss, financial Lliabilities at

Financial assets (continued)

Derecognition

A financial liability is derecognized when the
obligation under the liability is discharged or
cancelled or expires. When an existing financial
liability is replaced by another from the same
lender on substantially different terms, or the terms
of an existing liability are substantially modified,
such an exchange or modification is treated as
the derecognition of the original liability and the
recognition of a new liability. The difference in the
respective carrying amounts is recognized in profit
or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset,
and the net amount is reported in the statement of
financial position if there is a currently enforceable
legal right to offset the recognized amounts and
there is an intention to settle on a net basis, or
to realize the assets and settle the liabilities
simultaneously.

is recognized as part of the cost of acquisition
of the asset or as part of the expense item, as
applicable

e Whenreceivables and payables are stated with
the amount of sales tax included

The net amount of sales tax recoverable from, or
payable to, the taxation authority is included as
part of receivables or payables in the statement of
financial position.

Income tax

The REIT is exempt from income tax as per section
20 of the Kenyan Income Tax Act, 2014. Accordingly,
no income tax is accounted for in the REIT. All
income generated and distributed by the REIT is
taxable in the hands of the unitholders. The wholly
owned investee LLP of the REIT which are eligible
investment assets in terms of the Regulations
became exempt from income tax from the day they
became wholly owned by the REIT. Accordingly, no
income tax is accounted for in these investee LLP
from the date of acquisition by the REIT.

. , . k) Provisions
pass-through’ arrangement; and either: amortised cost. All financial liabilities are ) o . The REIT is not liable for Capital Gains Tax on the
. L . . Provisions are recognized when the REIT has a . . . .
recognized initially at fair value. The REIT’s financial L . disposal of directly held investment properties
T . ) present obligation (legal or constructive) as a result . )

a) the REIT has transferred substantially all the l|::|l|t|es |tr)1[clude (tjrade cridl(t;ors:E tenfrlt jepo:.lts, of a past event, it is probable that an outflow of rtte;rg;of sect(lj?n l20 of (tjh: Ker:jy:\n I.ncome.;'az
: other payables, and amounts due to related parties. ) . . ct, ; accordingly, no deferred tax is provide
risks and rewards of the asset, or pay P resources embodying economic benefits will be . ati gi N ) Thp ol

b) the REIT has neither transferred nor retained required to settle the obligation and a reliable on the .reva uation of the propertlt.es. e W ? Y
substantially all the risks and rewards of the i:bsequentmeasu:en;e;t b ) estimate can be made of the amount of the ?wne:j mv:stee I;LP‘of zhe REIwat:ch;re elh?ble

e measurement of financial liabilities depends investment assets in terms o e Regulations
asset but has transferred control of the asset. ' o ' P obligation. When the REIT expects some or all a ' ' 9
on their classification, as described below: L . became exempt from Capital Gains Tax from
. o . provision to be reimbursed, for example, under
When the REIT has transferred its rights to receive ::man.cnall Zab;:llltles .atl f?"b.\l?l.ue t:rf)duih proﬁdt. or an insurance contract, the reimbursement is tAhe d:?/ tTey becdar:e w;olly c?wned F)dy ;he RELT.
oss include financial liabilities held for tradin ccordingly, no deferred tax is provided on the
cash flows from an asset or has entered a pass- P L Liabilities desianated ) 't'gl recognized as a separate asset, but only when the l t'g Y fih fes thp vestee LLP
; ; and financial liabilities designated upon initia revaluation of the properties in these investee

through arrangement, it evaluates if and to what - i value th J A ﬁi l reimbursement is virtually certain. The expense com the date of P 'p't' o the REIT

; ; ; recognition as at fair value throu rofit or loss. rom the date of acquisition e .

extent it has retained the risks and rewards of 9 gnp relating to a provision is presented in the statement b Y

ownership. When it has neither transferred nor ) ' S . o of profit or loss net of any reimbursement. o ) .

retained substantially all the risks and rewards of Financial liabilities designated upon initial Similarly, temporary differences arising from

the asset, nor transferred control of the asset, the recognition at fair value through profit or loss are ) Taxes differences between tax and book values of assets

REIT continues to recognize the transferred asset
to the extent of the REIT’s continuing involvement.
In that case, the REIT also recognizes an associated

designated at the initial date of recognition, and
only if the criteria in IFRS 9 are satisfied. The REIT
has not designated any financial liability as at fair
value through profit or loss.

Value added tax
Expenses and assets are recognized net of the
amount of value added tax, except:

and liabilities are not recognised as deferred tax
assets or liabilities as the investee LLP will no
longer be claiming tax allowances going forward
and will no longer be subject to income tax.
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m) Property, plant, and equipment

n)

All property, plant and equipment are initially
recorded at cost and thereafter stated at historical
cost less accumulated depreciation and any
accumulated impairment losses. Historical cost
comprises expenditure initially incurred to bring
the asset to its location and condition ready for its
intended use. Subsequent costs are included in the
asset’s carrying amount or recognised as a separate
asset, as appropriate, only when it is probable that
future economic benefits associated with the item
will flow to the REIT and the cost can be reliably
measured. The carrying amount of the replaced part
is derecognised. All other repairs and maintenance
are charged to profit or loss during the financial
year in which they are incurred.

Depreciation on property, plant and equipment is
calculated using the following annual rates:

Motor vehicles - 25% on a straight-line basis

The assets useful lives are reviewed, and adjusted
if appropriate, at each reporting date. An asset’s
carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount
is greater than its estimated recoverable amount.

Gains and losses on disposal of property, plant
and equipment are determined by comparing the
proceeds with the carrying amount and are taken
into account in determining operating profit. Such
gains or losses are recognised in profit or loss.

Consumables

Inventories are stated at the lower of cost and
net realisable value. Cost is determined using the
first-in first-out weighted average method. Net
realisable value is the estimated selling price in
the ordinary course of business, less the estimated
costs of completion and selling expenses. The
consumables are expensed as they are utilized by
the group.

o)

P)

Impairment of non-financial assets

Non-financial assets that are carried at amortised
costarereviewed atthe end of each reporting period
for any indication that an asset may be impaired.
If any such indication exists, an impairment loss
is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset’s
fair value less costs to sell, the gain goes through
profit and loss.

Fair value of financial instruments

The REIT measures its financial instruments, such
as derivatives, and non-financial assets such as
investment properties and investment in investee
LLP, at fair value at each reporting date.

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 presumption that the transaction to
sell the asset or transfer the liability takes place
either:

¢ Inthe principal market for the asset or liability,
or

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

The principal or the most advantageous market
must be accessible to the REIT.

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 interest.

A fair value measurement of a non-financial asset
considers 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.
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P)

q)

Fair value of financial instruments (continued)

The REIT uses valuation techniques that are
appropriate in the circumstances and for which
sufficient data are available to measure fair value,
maximising the use of relevant observable inputs
and minimising the use of unobservable data.

All assets and liabilities, for which fair values are
measured or disclosed in the financial statements,
are categorised within the fair value hierarchy,
based on the lowest level input that is significant
to the fair value measurement as a whole:

e Levell - Quoted (unadjusted) market prices in
active markets for identical assets or Liabilities.

e Level 2 - Valuation techniques inputs other
than the quoted prices determined in level 1
that are directly or indirectly observable for
that asset or liability.

e Level 3 - Valuation techniques inputs are
unobservable inputs. These inputs are used
only when it is not possible to use Level 1 or 2
inputs. The entity should maximise the use of
relevant observable inputs and minimise the
use of unobservable inputs.

The fair value of investments that are actively
traded in organised financial markets is determined
by reference to quoted market bid prices at the
close of business on the reporting date. For
financial instruments where there is no active
market, fair value is determined using valuation
techniques. Such techniques may include using
recent arm’s length market transactions; reference
to the current market value of another instrument
that is substantially the same; discounted cash flow
analysis or other valuation models.

Investments in the underlying assets

An underlying asset(s) is an entity which the REIT
controls. Control is achieved when the REIT is
exposed or has right to variable returns from its
investments with the investee and has ability to

r

s)

t)

affect those returns through its power over the
investee. Investments in investee LLP are carried
in the REIT’S statement of financial position using
equity method. The majority of the REIT’s investee
LLPs are limited liability partnerships, which own
completed investment properties.

Provisions for liabilities

Provisions are recognised when the REIT has a
present legal or constructive obligation as a result
of past events, it is probable that an outflow of
resources embodying economic benefits will be
required to settle the obligation, and a reliable
estimate of the amount of the obligation can
be made. If the effect of time value of money is
material, provisions are discounted using the
current pre-tax rate that reflects, when appropriate,
the risks specific to the liability. When discounting
is used, the increase in the provisions due to the
passage of time is recognised as finance cost.

Cash and cash equivalents

Cash and cash equivalents include cash in hand and
demand and term deposits, with maturities of three
months or less from the date of acquisition, that are
readily convertible to known amounts of cash and
which are subject to an insignificant risk of changes
in value, net of bank overdrafts. In the statement
of financial position, bank overdraft in this case
referred to as credit cards repayable on demand
(short term debts readily convertible to cash) are
included as borrowings under current liabilities.

Taxation

The REIT is exempt from income tax as per section
20 of the Kenyan Income Tax Act. Accordingly,
no income tax is accounted for in the REIT. All
income generated and distributed by the REIT is
taxable in the hands of the unitholders. The wholly
owned investee LLP of the REIT which are eligible
investment assets in terms of the Regulations
became exempt from income tax from the day they
became wholly owned by the REIT. Accordingly, no
income tax is accounted for in these investee LLP
from the date of acquisition by the REIT.
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t) Taxation (continued)

u)

The REIT is not liable for Capital Gains Tax on the
disposal of directly held investment properties
in terms of section 20 of the Kenyan Income Tax
Act, 2014; accordingly, no deferred tax is provided
on the revaluation of the properties. The wholly
owned investee LLP of the REIT which are eligible
investment assets in terms of the Regulations
became exempt from Capital Gains Tax from
the day they became wholly owned by the REIT.
Accordingly, no deferred tax is provided on the
revaluation of the properties in these investee LLP
from the date of acquisition by the REIT.

Similarly, temporary differences arising from
differences between tax and book values of assets
and liabilities are not recognised as deferred tax
assets or liabilities as the investee LLP will no
longer be claiming tax allowances going forward
and will no longer be subject to income tax.

Leases

Atinceptionofacontract,the REIT assesses whether
a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right
to control the use of an identified asset for a period
of time in exchange for consideration. To assess
whether a contract conveys the right to control
the use of an identified asset, the REIT uses the
definition of a lease in IFRS 16.

At inception or on modification of a contract that
contains a lease component, the REIT allocates
the consideration in the contract to each lease
component on the basis of their relative stand-
alone selling prices.

Properties leased out are included in investment
properties in the statement of financial position as
per Note 14. Lease income is recognised over the
term of the lease on a straight-line basis.

v) Segmental reporting

The REIT determines and presents operating
segments based onthe information thatis internally
provided to the chief operating decision maker
(Trustees). An operating segment is a component
that engages in business activities from which it
may earn revenues and incur expenses, including
revenues and expenses that relate to transactions
with any of the other components.

The REIT and its constituent LLPs are all domiciled
in Kenya and are all in the same business segment
of providing student accommodation. All revenues
are earned in Kenya. There are no revenues derived
from transactions with a single external customer
that amounted to 10% or more of the REIT’s

revenues.
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Adoption of new and revised standards

i) Relevant new and amendments to standards and interpretations on the financial statements effective for the year

ended 31 December 2022

The amendments to standards listed below became effective for the first time in the financial year beginning 1

January 2022 and have been adopted by the REIT. Neither of amendments has had an effect on the REIT’s financial

statements.

- Property, Plant and
Equipment-Proceeds
before intended use

Amendments to
IFRS 3: Reference
to the Conceptual
Framework

Amendments to IAS
37: Onerous Con-
tracts- Cost of Fulfill-
ing a Contract

TN L ale 3l st ok el )Xo These are amendments regarding proceeds from selling items produced while bringing an

asset into the location and condition necessary for it to be capable of operating in the
manner intended by management.

This amends the standard to prohibit deducting from the cost of an item of property, plant
and equipment any proceeds from selling items produced while bringing that asset to the
location and condition necessary for it to be capable of operating in the manner intended
by management. Instead, an entity recognises the proceeds from selling such items,and the
cost of producing those items, in profit or loss.

An entity applies the amendments retrospectively only to items of property, plant and
equipment that are brought to the location and condition necessary for them to be capable
of operating in the manner intended by management on or after the beginning of the
earliest period presented in the financial statements in which the entity first applies the
amendments. The REIT manager do not expect that the adoption of the amendment will
have a material impact on the financial statements of the REIT.

The amendments update an outdated reference to the Conceptual Framework in IFRS 3
without significantly changing the requirements in the standard.

The changes in Reference to the Conceptual Framework are as follows;

a) Update IFRS 3 so that it refers to the 2018 Conceptual Framework instead of the
1989 Framework;

b) Add to IFRS 3 a requirement that, for transactions and other events within the
scope of IAS 37 or IFRIC 21, an acquirer applies IAS 37 or IFRIC 21 (instead of the
Conceptual Framework) to identify the liabilities it has assumed in a business
combination; and

c) Add to IFRS 3 an explicit statement that an acquirer does not recognise contingent
assets acquired in a business combination.

The amendments are effective for annual periods beginning on or after 1 January 2022.
Early application is permitted if an entity also applies all other updated references at the
same time or earlier.

The REIT manager do not expect that the adoption of the amendment will have a material
impact on the financial statements of the REIT.

The amendments specify that the ‘cost of fulfilling’a contract comprises the costs that relate
directly to the contract’ Costs that relate directly to a contract can either be incremental
costs of fulfilling that contract (examples would be direct labour, materials) or an allocation
of other costs that relate directly to fulfilling contracts (an example would be the allocation
of the depreciation charge for an item of property, plant and equipment used in fulfilling
the contract).
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4. New and Amended Standards and Interpretations (continued)

Adoption of new and revised standards (continued)

i)

Relevant new and amendments to standards and interpretations on the financial statements effective for the year
ended 31 December 2022 (continued)

Annual Improvements
to IFRS Accounting
Standards 2018-2020
Cycle

IFRS 1 First-time Adoption of International Financial Reporting Standards.

The amendment provides additional relief to a subsidiary which becomes a first-time
adopter later than its parent in respect of accounting for cumulative translation differences.
As a result of the amendment, a subsidiary that uses the exemption in IFRS 1:D16(a) can now
also elect to measure cumulative translation differences for all foreign operations at the
carrying amount that would be included in the parent’s consolidated financial statements,
based on the parent’s date of transition to IFRS Accounting Standards, if no adjustments
were made for consolidation procedures and for the effects of the business combination in
which the parent acquired the subsidiary. A similar election is available to an associate or
joint venture that uses the exemption in IFRS 1:D16(a).

IFRS 9 Financial Instruments

The amendment clarifies that in applying the '10 per cent' test to assess whether to
derecognise a financial liability, an entity includes only fees paid or received between the
entity (the borrower) and the lender, including fees paid or received by either the entity or
the lender on the other’s behalf.

IFRS 16 Leases
The amendment removes the illustration of the reimbursement of leasehold improvements.

IAS 41 Agriculture

The amendment removes the requirement in IAS 41 for entities to exclude cash flows for
taxation when measuring fair value. This aligns the fair value measurement in IAS 41 with
the requirements of IFRS 13 Fair Value Measurement to use internally consistent cash flows
and discount rates and enables preparers to determine whether to use pre-tax or post-tax
cash flows and discount rates for the most appropriate fair value measurement.

ii) At the date of authorisation of these financial statements, the REIT has not applied the following new and revised
IFRS Standards that have been issued but are not yet effective.

Associate or Joint Venture

New and Amendments to standards Effective for annual periods beginning on or after

Amendments to IFRS 10 and IAS 28 Sale or
Contribution of Assets between an investor and its

1 January 2023, with early application permitted.

IFRS 17: Insurance Contracts

1 January 2023

Amendments to |AS 1-Classification of liabilities as | 1 January 2023, with earlier application permitted

current or non-current

Amendments to IAS 1 and IFRS practice statement 1 January 2023, with earlier application permitted
2: Disclosure of accounting policies

Amendments to |IAS 8: Definition of accounting

estimates

1 January 2023, with earlier application permitted

Amendments to IAS 12: Deferred Tax related to
Assets and Liabilities arising from a Single

1 January 2023, with earlier application permitted

Amendments to IFRS 16-Lease Liability in a Sale

and Leaseback

1 January 2024, with earlier application permitted

The above new standards and amendments to existing standards issued but not yet effective are not expected to
have an impact on the REIT.

Key Sources of Estimation
Uncertainty

In the process of applying the accounting policies
adopted by the REIT, the Trustee make certain
judgements and estimates that may affect the amounts
recognised in the financial statements. 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 period in which the revision is made.
The judgements made by the Trustee in the process of
applying the REIT’s accounting policies that have the
most significant effect on the amounts recognised in
the financial statements include:

a) Valuation of investment property

The valuation of investment property requires
judgment in the determination of future cash
flows and the appropriate discount rate to discount
those future cash flows as well as the appropriate
capitalisation rate. Future cash flows are based
on the budgeted contractual rental income and
budgeted expenditure. The discount rate and
capitalisation rates are informed by market
conditions and unique or specific attributes of the
investment property. Changes in assumptions of
future cash flows, discount rates and capitalisation
rates have a significant impact on the value of
investment property. Management relies on the
use of experts in determining the market value
of investment properties and interrogates the
assumptions applied by the experts to assess their
reasonableness.

The valuer adopted a market capitalisation rate
ranging from 7.5% to 7.75% in capitalizing the
future cash flows to arrive at the market value of
the property. These have been set out in Note 14.

b) Property, plant, and equipment
Critical estimates are made by the Trustee in
determining depreciation rates for property, plant
and equipment. The rates used are set out in Note

3(0).

¢) Impairment of financial assets

At the end of each reporting period, the REIT
reviews the carrying amounts of its financial assets
to determine whether there is any indication that
those assets have suffered an impairment loss. An
Expected Credit Loss (ECL) model to assess any
need for impairment of financial assets. Under
the ECL model, the REIT calculates the allowance
for credit losses by considering on a discounted
basis, the cash shortfalls it would incur in various
default scenarios for prescribed future periods and
multiplying the shortfalls by the probability of each
scenario occurring.

Several significant judgements are required
in applying the accounting requirements for
measuring ECL, such as:

e Determining criteria for significant increase in
credit risk.

e Determining the default period.

e Choosing appropriate models and assumptions
for the measurement of ECL.

e Establishing the number and relative
weightings of forward-looking scenarios
for each type of product/market and the
associated ECL.

The carrying amount of impaired receivables is set
out in Note 15.

6. Financial Risk Management

Objectives and Policies

Financial risk management

The Board of Directors of the Trustee is primarily
responsible for ensuring the REIT’s activities are within
the adopted risk management framework of the REIT.
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6. Financial Risk Management

¢ Interest rate risk

Objectives and Policies
(continued)

Financial risk management (continued)

Interest rate risk arises from the possibility
that changes in interest rates will affect
future profitability or the fair value of financial

i)

Credit risk (continued)

The REIT has no significant credit risk concentration as substantial proportion of its trade receivables are

prepayments for potential projects, advances and accrued revenue. Credit risk is managed by setting the credit limit

instruments. Interest rate risk to the Group is and the credit period for each customer. The utilisation of the credit limits and the credit period is monitored by

The REIT’s activities expose it to a variety of financial

the risk of changes in market interest rates management monthly.

risks: market risk, credit risk and liquidity risk. The
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REIT’s overall risk management programme focuses reducing the overall return or increasing the

cost of finance. The Group is not exposed to The amount that best represents the I-REIT’s maximum exposure to credit risk for the year ended 31 December 2022

on the unpredictability of financial markets and seeks
interest rate risk as it has borrowed funds at
a fixed interest rate of 12.25% and also holds

cash deposits with financial institutions. The

to minimize potential adverse effects on its financial is made up as follows:

performance, but the REIT does not hedge any risks.

Financial risk management is carried out by the Trustee

under policies approved by the Board of Trustees. interest rates on the cash deposits are fixed 2022 2021

and agreed upon in advance.

KShs 000 KShs 000

The Trustee identifies and evaluates financial risks. The

o o ) i) Credit risk Trade and other receivables (note 15) 16,511 59,038
policies lay down principles for overall risk management, e . . Due from related parties (note 17) 27503 96,544
as well as those covering specific areas such as foreign Credit risk is the risk that one party to a financial : : :

. . . Investment in financial assets (note 18(i)) 14,680 30,070
exchange risk, interest rate risk, credit risk and investing instrument will cause a financial loss for the other

- . L . Cash and bank balances (note 21) 192,790 163,025

any excess liquidity. party by failing to discharge an obligation. Credit

risk mainly arises from financial assets and is ... 251484 348677
The REITs principal financial liabilities comprise trade managed on a REIT-wide basis. The REIT does not ASA I-REIT
and other payables. The main purpose of these financial grade the credit quality of financial assets that are Trade and other receivables (note 15) = 3,021
liabilities is to finance the REITs operations. The Fund’s neither past due nor impaired. The REIT measures Due from related parties (note 17(i)) - 4,616
principal financial assets comprise other receivables, its financial assets at fair value through profit and Investment in financial assets (note 18) 14,680 30,070
due from related parties and cash and cash equivalents loss and separate these from financials assets Cash and bank balances (note 21) 46,424 96,065
that derive directly from its operations. held for trading. Financial liabilities are carried at 61,104 133,772

amortised cost as per IFRS 7.17. iif) Liquidity risks
i) Market risk
Market risk is the risk that fair value of or future Credit risk on financial assets with banking

institutions is managed by dealing with institutions

Liquidity risk concerns the ability of the Fund to fulfil its financial obligations as they become due. The Fund’s

approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet

cash flows of a financial instrument will fluctuate its liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or risking

because of changes in market prices. Market risk with good credit ratings and placing limits on damage to the Partnership’s reputation.

comprise three types of risks: interest rate risk, deposits that can be held with each institution.

The tables below summarise the maturity profile of the undiscounted cash flows of the Partnership’s financial assets
and liabilities as at 31 December 2022.

currency risks or foreign exchange fluctuations

and other price risk, such as equity price risk and The majority of the REIT’s income comprises rental

commodity risk. The financial instruments affected income payable in advance; credit risk associated

by market risk are loans and borrowings which are with tenants is managed, in the case of individuals,

1-3 months 3-12 months More than 12 Total

mainly exposed to interest rate and currency risk. by basic financial checks before accepting a months

tenant and by prompt follow up of any arrears.
KShs 000 KShs 000 KShs 000 KShs 000

e  Price risk For commercial tenants’ leases are only entered

The REIT does not hold any financial At 31 December 2022

with parties where the assessment of credit risk is

instruments subject to price risk. satisfactory and again is further controlled through Trade and other payables (note 25) 156,335 = = 156,335
o Foreign exchange risk prompt follow up of arrears. Credit risk on other Due to related party (note 17(ii) 23,438 - 23,438
Foreign exchange risk arises from assets and trade receivables is managed by ensuring that Borrowings (note 20) = 766,613 - 766,613
liabilities denominated in foreign currency. credit is extended to customers with an established 179,773 766,613 - 946,386

There were no foreign currency-denominated credit history. The credit history is determined by

balances as at 31 December 2022. considering the financial position, past experience

and other relevant factors.
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(7]
wied
. . . . . . . . <
6. Financial Risk Management Objectives and Policies (continued) 8. Other Income g
iii) Liquidity risks (continued) Group ASA I-REIT 3
(0]
b
a) Other income 2022 2021 2022 2021 (7]
—
1-3months  3-12 months More than 12 Total KShs 000 KShs 000 KShs 000 KShs 000 .g
months Parking fees 321 - - - g
KShs 000 KShs 000 KShs 000 KShs 000 Key cards 12 - - - IE
At 31 December 2021 Writebacks 4,501 - - -
Trade and other payables (note 25) 118,129 - - 118,129 4,834 - - -
Due to related party (note 17(ii)) 58,647 - - 58,647
176,776 _ _ 176,776 b) Bargain purchase gain (see note 23(d)) 16,187 99,665 - -

The bargain purchase gain is as a result of the fair value of identifiable assets exceeding the consideration paid at
ASA |-REIT acquisition date of the investees (underlying assets) acquired.

1-3 months 3-12 months More than 12 Total

months 9. a) Finance Costs

KShs ooo KShs ooo KShs ooo KShs ooo

ASA I-REIT

At 31 December 2022

Trade and other payables (note 25) 24,136 - - 24,136 2021 2022 2021

Due to related party (note 17(ii) 173 - - 173 11 months 11 months

et nge (e AL § el § s KShs 000 KShs 000 KShs 000 KShs 000

24,309 766,613 - 790,922 Interest expense on borrowings 18,143 - 16,613 -

Other loan set up costs 4,500 - 4,500 -

At 31 December 2021 Foreign exchange loss 158 83 49 -

Trade and other payables (note 25) 15,390 - - 15,390 22,801 83 21,162 _
Due to related party (note 17(ii)) 220,048 - - 220,048

235,438 _ _ 235,438 For purposes of cashflow

Interest accrued 16,613 - 16,613 -

Actual finance cost paid 6,188 83 4,549 -

7. Rental and Related Income 22801 83 21,162 -

Group ASA I-REIT 9. b) Finance Income
2022 2021 2022 2021 Group ASA I-REIT

KShs ooo KShs 000 KShs 000 KShs 000

2022 2021 2022 2021

Rental income - residential rent 431,696 323,686 - - 11 months 11 months
Rental income - retail rent 10,271 10,348 - -

441,967 334,034 i i KShs 000 KShs 000 KShs 000 KShs 000

Interest income on call deposits 13,381 8,310 10,158 7,779

Income on money market fund 2,110 70 2,110 70

15,491 8,380 12,268 7,849
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£
10. a) Administrative Expenses 12, Earnings Per Unit g
Group ASA I-REIT Group %
b
2022 2021 2022 2021 o )-¥] 2021 (74}
—
11 months 11 months KShs 000 KShs 000 g
KShs 000 KShs 000 KShs 000 KShs 000 Basic earnings - Total comprehensive income attributable to unitholders for the period 504,899 387,480 g
Utilities and maintenance costs 24,172 14,480 - - =
Adjusted for: L.
Office expenses 9,932 9,016 122 - ; .
Bargain purchase gain (16,187) (99,665)
Sales & Marketing 17,171 13,514 - - : . ; ;
Fair value gain in revaluation of investment property (365,302) (106,381)
Professional fees 18,756 2,671 15,798 1,827
Licenses & Compliance 2,645 1,540 = - Distributable earnings 123,410 181,434
Insurance 12,410 6,057 - - Add: prior year profits distributed this year 69,072 -
Shuttle services 14,441 3,611 Less: interim distribution paid to unitholders (60,222) (63,167)
Staff costs 43,700 29,303 = - Final distributable earnings 132,260 118,267
Depreciation and Amortization 3,099 3,990 - - S )
Pre-operating expenses _ 10,541 _ 10,541 Interim dlstnbut.lon.palfi . 60,222 63,167
Other expenses 5,006 977 8 21 Proposed final distribution to unitholders 132,260 106,441
Audit f 97 2,049 4,2
udit fees 6,978 0 233 °00 Distribution per unit computation 2022 2021
Property management fees 26,384 24920 = - ) ) . .
Interim weighted average number of units in issue (units) “000” 223,010 166,987
184,694 122,669 20,161 12,889
Weighted average number of units in issue (units) “000” at the end of the year 265,056 166,987
10. b) Impairment Loss Net earnings (KShs ‘000) 504,899 387,480
Earnings per unit at the end of the period (KShs) 1.90 2.32
ASA I-REIT
2021 2022 2021 Interim distribution per unit (KShs) 0.27 0.38
11 months 11 months Final distribution per unit (KShs) 0.50 0.64
Total distribution per share at the end of the year 0.77 1.02
KShs 000 KShs 000 KShs 000 KShs 000
Bad debt (note 15) 1,831 - - 2022 2021
VAT write off 57,212 - - The movement in dividend is as follows: KShs 000 KShs 000
59,043 - - Dividend proposed 130,260 106,441
- Dividend paid:
11. Other (Fund) Operating Expenses —
2021 final dividend 106,441 -
ASA |-REIT & Group 2022 interim dividend 55,776 63,167
2022 2021 162,217 63,167

KShs 000 KShs 000

Basic earnings per unit data for ordinary units are presented in the financial statements.

REIT management fees 24,301 15,218

Register of unit holders 1,628 - Basic earnings per unit is calculated by dividing the profit or loss attributable to ordinary unitholders of the REIT by the
Trustee fees 21,957 13,001 weighted average number of ordinary units outstanding during the period.

Custodial fees 2,725 1,445

CMA fees 150 -

Performance fees 21,583 8,564

72,344 38,228
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the Trustee analyses major inputs applied in the latest

13. Equipment
Motor Vehicles
Group
2022 2021
KShs 000 KShs 000
At the start of the period 17,871 -
Acquisitions = 17,871
At 31 December 17,871 17,871
ACCUMULATED DEPRECIATION
At 1 January/1 February 3,990 -
Charge for the period 3,099 3,990
At 31 December 7,089 3,990
NETBOOK VALUE
At 31 December 10,782 13,881

Investment Property

Group

2022 2021

KShs 000 KShs 000

At the beginning of the year/period 3,394,300 -
Acquisitions 2,749,297 3,251,000
Additions during the year/period 26,401 36,919
Fair value gain 365,302 106,381
At the end of the year/period 6,535,300 3,394,300

The fair value of investment property is determined by real estate valuation experts using recognised valuation
techniques and the principles of IFRS 13 Fair Value Measurement. The significant methods and assumptions used by
valuers in estimating the fair value of investment property are set out below.

Fair value measurement - investment property

An external, independent valuation company, Knight Frank Valuers Limited, having appropriate recognised professional
qualifications and recent experience in the location and category of property being valued, values the REIT’s investment
property annually. The fair values are based on market values, being the estimated amount for which a property could
be exchanged on the date of the valuation between a willing buyer and a willing seller in an arm’s length transaction
after proper marketing wherein the parties had each acted knowledgeably, prudently and without compulsion.

In the absence of current prices in an active market, the valuations are prepared by considering the aggregate of the
estimated cash flows expected to be received from renting out the property. A yield that reflects the specific risks
inherent in the net cash flows then is applied to the net annual cash flows to arrive at the property valuation. The
valuation of investment property that is not income-generating (land under development) is based on its replacement
cost (contractual approach).

Fair value measurement - investment property (continued)
Valuations reflect, when appropriate: the type of tenants
actually in occupation or responsible for meeting lease
commitments or likely to be in occupation after letting
vacant accommodation, and the market’'s general
perception of their creditworthiness, the allocation of
maintenance and insurance responsibilities between the
company and the lessee, and the remaining economic
life of the property. When rent reviews or lease renewals
are pending with anticipated reversionary increases,
it is assumed that all notices, and when appropriate
counter-notices, have been served validly and within
the appropriate time.

The valuations were performed by Knight Frank Valuers
Limited, an accredited independent valuer with a
recognised and relevant professional qualification and
experience in the category of the investment property
being valued. The valuation model in accordance with
that recommended by the International Valuation
Standards Committee has been applied. These valuation
models are consistent with the principles in IFRS 13.

At each reporting date, the Trustee analyses the
movements in the properties’ values. For this analysis,

valuation by agreeing the information in the valuation
computation to contracts (e.g., rent amounts in leases),
market reports (e.g., market rent, cap rates in property
market reports) and other relevant documents. In
addition, the accuracy of the computation is tested on
a sample basis.

Changes in valuation techniques
There were no other changes in valuation techniques
during the period.

Highest and best use

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

Fair value hierarchy
All investment property is classified as Level 3 in the
fair value hierarchy.

The following tables show an analysis of the fair values
of investment property recognized in the statement of
financial position by level of the fair value measurement
hierarchy.

Fair value measurement using

Quoted Significant
pricesin observable
active markets inputs

31 December 2022

Significant Total gain for
unobservable the period in
inputs the statement

of profit or
loss

(Level 1) (Level 2) (Level 3)
KShs 000 KShs 000 KShs 000

Investment property - 6,535,300 6,535,300 365,302
31 December 2021
Investment property - 3,394,300 3,394,300 106,381
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14. Investment Property (continued)

Valuation techniques used to derive Level 3 fair values. (continued)

Transfers between hierarchy levels

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

Profits recorded in profit or loss for recurring fair value measurements categorized within Level 3 of the fair value L e el uElys Valuat_lon !(ey Ll CEGe T e
KShs ooo Technique inputs average)
hierarchy amount to KShs 365,302,000 (2021: 106,380,661) and are presented in the statement of profit or loss in line N .
) o ) . Investment property Discounted cash | Residential
item ‘Fair value gain on investment property. flow method
Acacia Vale Properties LLP 1,750,000 Estimated Rental Value 181,271
Gains and losses recorded in profit or loss for recurring fair value measurements categorized within Level 3 of the fair (p.a) -KShs 000
value hierarchy are attributable to changes in unrealized gains or losses relating to investment property held at the L.R No.209/11654 Occupancy rate 95%
end of the reporting period. Outgoings 25%
. . . . Net yield p.a. 7.8%
Valuation techniques used to derive Level 3 fair values. cgyedpa
. . . . . Edenvale Developments LLP 823,000 Estimated Rental Value 105,966
The table below summarizes the assumptions made in valuation of the investment property. (p.a) -KShs 000
. . %
31-Dec-22 L.R No.209/12306 Occupancy rate 88
. . . Outgoings 41%
Class of property Fair value Valuation Key unobservable Range (Weighted Net vield 217%
KShs 000 Technique inputs average) etyield p.a. e
Investment property Discounted cash | Residential Spring Green Properties LLP 820,800 Estlm_it;(‘j Roe&';al Value 112,260
flow method (p-2) S
Acacia Vale Properties LLP 1,841,000 Estimated Rental Value | 181,271 LR No.26921/1 Occupancy rate 0%
(p.a) -KShs 000 Outgoings 41%
L.R No.209/11654 Occupancy rate 95% Discount rate 5.18%
Outgoings 25% Total 3,394,300
Net yield p.a. 7.8%
Sensitivity analysis:

Edenvale Developments LLP 844,000 Estimated Rental Value 129,780

(p.a) -KShs 000

Significant increases (decreases) in estimated rental value (ERV), net rent per square feet per month and occupancy rate

L.R No.209/12306 Occupancy rate 93.50% in isolation would result in a significantly higher (lower) fair value of the property.
Outgoings 41%
Net yield p.a. 11.75% Sensitivity 2022 - Investment properties

Spring Green Properties LLP 887,800 Estimated Rental Value 112,260
(p.a) -KShs 000 Current All Risk Yield Occupancy Discount rate
L.R No.26921/1 Occupancy rate 90% valuation
. 3 5% Increase 5% Decrease 5% Increase 5% Decrease 1% Increase 1% Decrease
Outgoings 41%
Discount rate 11.65% Edenvale 844,000,000 (37,700,000) 39,700,000 43,100,000  (45,300,000) (6,400,000) 6,500,000
Developments
Rowan Properties LLP 1,787,300 Estimated Rental Value 120,000 LLP
.a) -KShs 000
(p-2) ° Acacia Vale 1,841,000,000 (78,900,000) 83,100,000 116,600,000 (122,400,000) (13,200,000) 13,400,000
L.R No.9509/55 Occupancy rate 75% Properties LLP
Outgoings 41% Spring Green 887,800,000  (37,300,000) 39,300,000 57,300,000  (60,100,000)  (6,300,000) 6,400,000
Discount rate 10.50% Properties LLP
Net yield p.a. 9.00% Kipkabus 1,175,200,000 1,121,900,000 83,100,000 116,600,000 (122,400,000) (13,200,000) 13,400,000
Development
Kipkabus Properties LLP 1,175,200 Estimated Rental Value 145,425 LLP P
.a) -KShs 000
(p-2) ° Rowan 1,787,300,000 (37,300,000) 39,300,000 57,300,000 (60,100,000) (6,300,000) 6,400,000
L.R No.209/118/54 Occupancy rate 94.50% Properties LLP
Outgoings 41%
Net yield p.a. 11.50%

Total 6,535,300
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14. Investment Property (continued) 17. Related Party Balances

Sensitivity analysis (continued): Acorn Investment Management Limited is the authorised Trustee in terms of the Regulations and the Trust Deed.

Sensitivity 2021 - Investment properties

Acorn Holdings Limited, the ultimate parent of Acorn Investment Management Limited played the role of Promoter of

Current AllL Risk Yield Occupancy Discount rate the REIT ahead of its issue of units.
valuation

5% Increase 5% Decrease 5% Increase 5% Decrease 1% Increase 1% Decrease

The REIT Manager and Trustee earn a management fee and custodial fee respectively, for services rendered to the
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gdemlfale . 823,000,000  (37,700,000) 39,700,000 43,100,000  (45,300,000)  (6,400,000) 6,500,000 REIT. The REIT has invested in the entities below which are wholly owned Limited Liability Partnership (LLP’s):
evelopments

LLP

Acacia Vale 1,750,500,000 (78,900,000) 83,100,000 116,600,000 (122,400,000) (13,200,000) 13,400,000 +  Edenvale Developments LLP

Properties LLP e Spring Green Properties LLP

Spring Green 820,800,000  (37,300,000) 39,300,000 57,300,000  (60,100,000)  (6,300,000) 6,400,000 «  Acacia Vale Properties LLP

Properties LLP

e Kipkabus Development LLP
¢ Rowan Properties LLP

15. Trade and Other Receivables
Since Acorn Holdings Limited promoted both the ASA - IREIT and Acorn Development Real Estate Investment

Group ASA-IREIT
Trust (ASA D-REIT) both fully owned by The Co-operative Bank of Kenya Limited in its capacity as the trustee,

the transactions between entities within both REITs (ASA - IREIT and ASA - DREIT) are treated as related party
transactions.

2022 2021 2022 2021
KShs ooo KShs 000 KShs 000 KShs 000

Trade debtors 20,239 61,171 - -
Provisions for bad and doubtful debts (13,731) (11,900) = - Group ASA-IREIT
. 2022 2021 2022 2021
Net trade receivables 2005 49,271 - - KShs 000 KShs 000 KShs 000 KShs 000
Accrued income 1,088 5,737 - 3,021
Advances 5,368 2,045 - - (i) Amounts due from related parties
Deposits and prepayments 8,547 4,348 = - Acorn Holdings Limited - 90,490 - -
Utilities deposit - 898 - - Kipkabus Development LLP - 2,311 - -
Other receivables 261 - - - Rowan Properties LLP - 3,743 - 4,616
Provisions for other receivables (5,261) (5,261) - - Beech Properties LLP 73 - i -
16,511 59,038 - 3,021 Acorn Project Two LLP 27,101 - - -
Acorn Management Services Ltd 134 - = -
Movement in expected credit losses Spruce Properties LLP 5 - - -
At 1 January/at incorporation 17,161 17,161 - - Linden Properties LLP 190 - - -
Movement in provision of bad debts (Note 10b) 1,831 - - - 27,503 96,544 5 4,616
At 31 December 18,992 17,161 : . (ii) Amounts due to related parties
Acacia vale Properties LLP - - - 82,633
16. Consumables Acorn Management Services Limited 6,973 7,789 - -
ASA-IREIT Acorn Management Investment Limited 173 4993 173 4993
Acorn Holdings Limited - 45,865 - 45,865
2021 2022 2021
KShs 000 KShs 000 KShs 000 Edenvale Developments LLP - - - 47,649
At 1 January/at incorporation - _ _ _ Linden Properties LLP 2,839 - = -
Purchases during the year 5,034 - - - Beech Properties LLP 8,614 - - -
Cost of goods consumed (2,440) - = - Acorn Project (Two) LLP 4,839 - - -
At 31 December 2,594 i - - Spring green Properties LLP - - - 38,908
23,438 58,647 173 220,048

This relates to cleaning materials, office consumables and other supplies procured in bulk and consumed over a period

of time.
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17. Related Party Balances (continued) 19. Investments in Subsidiaries

In February 2021, the ASA I-REIT entered into an agreement to acquire 100% of the Acorn Holdings Limited (AHL)
partnership interests in Acacia Vale LLP, Edenvale Developments LLP and Spring Green Properties LLP for a total
consideration of Shs 4,103,660,000. In July 2022 and November 2022, ASA IREIT acquired Kipkabus Developments LLP
from Acorn Holdings Limited and Rowan Properties LLP from ASA DREIT respectively. The fair value of the net assets

ASA-IREIT

2022 2021
KShs 000 KShs 000

(iii) Related party transactions and liabilities at the date of acquisition and the movement during the year under review were as follows:
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Following transactions were entered with related companies in the normal course of business, during the year:

At 1 January Acquisitions Share of profit Additional At 31
REIT management fees - Acorn Investment Management Limited 24,301 15,218 2022 forthe year investments/ December

REIT performance fees - Acorn Investment Management Limited 21,583 8,564 (Proceeds 2021
R . from
Property management fees - Acorn Management Services Limited 26,384 25,825 )
P t tral keting fees - A M t Services Limited 17,171 2,314
roperty central marketing fees - Acorn Management Services Limite , KShs 000 KShs 000 KShs 000 KShs 000
Covid 19 expenses - Acorn Management Services Limited - 2,462
Out: d [l i diIT i h dto th ti 1,114 1,080 ) h
i . TOUT payro hser\;'ces and 1l services recnarged to the properties s o Acacia Vale Properties LLP 1,843,033 - 234,342 (305,062) 1,772,313
ithin t ti ti
uet rechiarges Within (e operating properties Rowan Properties LLP - 1,785,000 38,149 8,516 1,831,665
Acquisition of partnership interests in underlying assets 1,756,738 1,496,950 .
Kipkabus Development LLP = 984,700 206,883 770 1,192,353
Medium Term Note costs and loan interests paid 47,262 43,500
895 286 Tcoc47s Edenvale Developments LLP 875,339 - 34,805 (80,537) 829,607
o il Spring Green Properties LLP 863,711 - 75,932 (97,363) 842,280
(iv) Investments held in the REIT 3,582,083 2,769,700 590,111 (473,676) 6,468,218

Acorn Holdings Limited as the promoter of the REIT held the following units during the year/period;
Acquisitions  Share of profit Additional At 31 December
Number of units 88,103 68,961 for the year investments/

Percentage holding 36.1% 41.3% (Proceeds from

investments)

KShs ooo KShs ooo KShs ooo KShs ooo

18. Investments in Financial Assets

Acacia Vale Properties LLP 1,680,000 163,033 - 1,843,033
The Group and ASA-IREIT Edenvale Developments LLP 760,000 115,339 - 875,339
2022 2021 Spring Green Properties LLP 811,000 52,711 - 863,711
DY B 3,251,000 331,083 ; 3,582,083
Mutual funds’investments in Sanlam Unit Trust
At 1 January/At incorporation 30,070 - ASA |-REIT is the holding company for the following project entities, which are all involved in the development of
student accommodation properties.
Additions during the year 17,000 30,000
Proceeds from redemption (34,500) - Ownership % Country of Principal activities
Interest received 2,110 70 incorporation
] ] Rowan Properties LLP 100% Kenya Student Accommodation
Net receipts from the investment (enelt) 30,070 Kipkabus Development LLP 100% Kenya Student Accommodation
At 31 December 14,680 30,070 Edenvale Developments LLP 100% Kenya  Student Accommodation
Spring Green Properties LLP 100% Kenya  Student Accommodation
Acacia Vale Properties LLP 100% Kenya  Student Accommodation

This includes a pool of cash that is invested in a unit trust. The effective interest rate on the deposits at 31 December
2022 was 9.2%(2021: 9%).
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FOR THE YEAR ENDED 31 DECEMBER 2022 FOR THE YEAR ENDED 31 DECEMBER 2022

£
20. Borrowings 22, Trust Capital (continued) g
Q
2022 2021 'E,'
KShs 000 KShs 000 KShS 000 KShS 000 n
1 January/At incorporation ) (c) Movement in Trust Capital T'!
Additional drawdowns in the period 750,000 At the beginning of the year/period 3,255,769 . g
o Issue of 98,068,451 (2021: 166,987,179) units at a nominal value of KShs 20 per unit 1,939,605 3,339,744 (]
Principal repayments - [
. Transaction costs for the issue of new units (8,118) (83,975) ir
Interest accrued on borrowings 16,613
At 31 December 5,187,256 3,255,769
31 December 766,613 -

Movement in units issued

In October 2022, ASA-IREIT borrowed of Shs 750 million from Cooperative Bank of Kenya Limited, being a revolving

short term loan facility. The loan facility is of 12 months tenure with each drawdown repayable over 9 months. The At1January 166,587,179 -
interest rate charged is 12.25% consisting of bank base rate of 9% and a margin of 3.25%. Issuance of units 98,068,451 166,587,179
At 31 December 265,055,630 166,987,179

21. Cash and Bank Balances For the statement of cashflows:
Total proceeds from issuance of units 1,939,605 3,339,744
Group ASASIRELT Less: units issued in exchange of assets acquired (987,453) (1,842,794)
S D e Net cash received from issuance of units 952,152 1,496,950

KShs ooo KShs 000 KShs 000 KShs ooo

(d) Issue of new Units

Cash and Bank bal 187,769 96,258 41,404 29,298

25T Ane Banie berance ’ ’ : ’ The ASA I-REIT has 750,000,000 authorised units at a nominal value of KShs 20 per unit. During the year, through

Call deposits >,021 66,767 2,020 66,767 supplemental offer, the trust issued additional 98,068,45Lunits at a nominal value of KShs 20. In 2021. through a
192,790 163,025 46,424 96,065

restricted offer to professional investors that took place from December 2020 through to February 2021, the ASA
For the purposes of the cash flow statement, cash and cash equivalents comprises cash in hand and deposits held on I-REIT issued 166,987,179 units at a nominal value of KShs 20 per unit, raising a total capital of KShs 3,339,743,580.

call with banks. The effective interest rate on the call deposits at 31 December 2022 was 7.5%(2021:).
(e) Distribution

In July 2022 the board of trustees approved the declaration by the REIT manager and payment of an interim

22. Trust Capltal‘ distribution of KShs 60,222,438.28 (2021: KShs 63,166,818).
2022 2021
KShs 000 KShs 000 After the reporting date, the distribution of KShs 130,260,000 (2021: KShs 106,440,861) was recommended by the
(a) Authorized REIT Manager and approved by the Trustee subject to the approval at the annual general meeting. The distribution
750,000,000 units at a nominal value of KShs 20 per unit including the capitalised 15,000,000 15,000,000 has not been recognised as a liability at the reporting period, as it was declared after the end of the financial
unit issue costs. reporting period.
(b) Issued and paid capital e e
265,055,630 units at a nominal value of KShs 20 per unit (2021: 166,987,179 units at 5,279,349 3,339,744 KShs 000 KShs 000
a nominal value of KShs 20 per unit) net of issue costs. .
(f) Revaluation reserve -
Holders of ordinary units are entitled to dividends as declared from time to time and are entitled to one vote per unit At 1 January 106,381 -
at the General Meetings of the REIT. Fair value adjustment on investment property (note 14) 365,302 106,381
At 31 December 471,683 106,381

The revaluation reserve relates to the revaluation surplus on investment property. The reserve is non-distributable.
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23. Acquisition of Limited Liability Partnerships 23. Acquisition of Limited Liability Partnerships (continued)

(a) Operating entities acquired: (c) Fair value of identifiable assets acquired:
i) 2022

In 2022 the REIT acquired 100% shareholding in three property investment entities as follows:

(7]
)
c
(]
£
Q
)
(]
i)
(7))
—
8
(8)
[ =
(0]
=
LL

Asset legal entity Operating name Current location gkaealkc::;ent LLP sl?:;ozr:ties LLP
Kipkabus Development LLP Qwetu Parklands Parklands, Nairobi KShs'000 KShs'000 KShs'000
Rowan Properties LLP Qwetu Aberdare Heights USIU road, Nairobi Investment property 984,700 1,785,000 2,769,700
Movement in working capital* 16,187 (477) 15,710
The table below summarizes the acquisition date fair value of the consideration transferred: Total fair value of identifiable assets acquired 1,000,887 1,784,523 2,785,410
Date of acquisition 1 July 2022 1 November 2022 Total 2022 2021
KShs’000 KShs’000 KShs’000 Group ASA-IREIT Group ASA-IREIT
Purchase consideration 984,700 1,785,000 2,769,700 Apipeny  LEwEeby  [Sseee  GGle s
For the statement cashflows:
In 2021 the REIT acquired 100% shareholding in three property investment entities as follows: "L'Oti\l conh§ideration paid for Acquisition of Limited Liability 2,769,700 2,769,700 3,339,744 3,339,744
artnershi
Asset legal entity Operating name Current location Less RE|Tsp5et up costs - - (88,744) (88,744)
Edenvale Developments LLP Qwetu Jogoo Road Jogoo Road, Nairobi Consideration paid through issuance units (987,4543)  (987,4543) (1,842,795) (1,842,795)
Spring Green Properties LLP Qwetu Ruaraka Along Outering Road, Babadogo, Nairobi Less: cash acquired at consolidation (36,113) - (81,793) -
Acacia Vale Properties LLP Qwetu Wilson View Mbagathi Way/Langata Road Junction, Nairobi Cash consideration paid 1,746,134 1,782,247 1,326,412 1,408,205
The table below summarizes the acquisition date fair value of the consideration transferred: i) 2021
Edenvale Spring (_ireen Acacia Yale Total Edenvale Spring Green  Acacia Vale
Developments LLP  Properties LLP Properties LLP KShs'ooo Developments Properties LLP Properties LLP
KShs'000 KShs'000 KShs'ooo LLP
Purchase consideration 760,000 811,000 1,680,000 3,251,000 KShs'000 KShs'ooo KShs'ooo KShs'ooo
Investment property 760,000 811,000 1,680,000 3,251,000
Property, plant, and equipment 8,934 8,937 - 17,871
(b) Pre-acquisition debt Movement in working capital® (8,021) 13,805 76,010 81,794
All the underlying assets (Kipkabus Development LLP, Rowan Properties LLP, Edenvale Developments LLP, Spring Total fair value of identifiable assets acquired 760,913 833,742 1,756,010 3,350,665

Green Properties LLP and Acacia Vale Properties LLP) had long term borrowings at the acquisition date which were

settled by Acorn Holdings Limited using the I-REIT proceeds from the sale of the partnership interests and sale of . . o . .
*Working capital relates to balances for both current assets and current liabilities that were in existence before

the assets.
acquisition and the subsequent settlement of the same balances by Acorn Holdings Limited and ASA-DREIT on

. . . . . behalf of the investees.
The subsequent payment for each underlying asset’s long-term borrowings was adjusted against equity to offset the

debt and also accrued interest on borrowings.
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23. Acquisition of Limited Liability Partnerships 25. Trade and Other Payables

(d) Bargain purchase gain Group ASA-IREIT

i) 2022
2022 2021 2022 2021

KShs 000 KShso0oo KShso00 KShs 000
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Kipkabus Rowan
Development LLP Properties LLP Trade payables 32,221 35,815 441 6,554
— e S S Accruals 3505 26883 23,695 8,836
Consideration transferred 984,700 1,785,000 2,769,700 Tenant deposits 70,041 45,310 ) )
Fair value of identifiable assets 1,000,887 1,784,523 2,785,410 Payroll liabilities ) 7554 ) )
Comtull - 477 477 Withheld tax liability 4796 2,043 : -
Bargain purchase gain 16,187 - 16,187 Deferred income 465 465 R R
. Vat liability 11,909 - - -
i) 2021
Other payables 1,851 59 - -
Edenvale Spring Green  Acacia Vale 156,335 118,129 24,136 15,390
Developments Properties LLP Properties LLP
LLP
KShs'000 KShs'000 KShs'000 KShs'ooo 26. Events After the Reporting Period
Consideration transferred 760,000 811,000 1,680,000 3,251,000 ) ) ) ) ) S )
Fair value of identifiable assets 760913 833,742 1.756.010 3,350,665 In line with IAS 10, events after the reporting period, the declaration of the KShs 132,000,000 distribution in relation
- - to the 2022 financial year occurred after the end of the reporting period, resulting in a non-adjusting event that is
Bargain purchase gain 913 22,742 76,010 99,665 . . . . o
not recognised in the financial statements. Refer to Note 12 of the financial statements for the proposed distribution
reported.
24. Acquisition-Related Costs
The REIT incurred acquisition-related costs as outlined below: Other than the above, there are no other subsequent events.
2022 2021 . . e
KShs 000 11 months 27. Contingent Liabilities
KShs 000
Transaction’s advisory i 17,260 At 31 December 2022 , the REIT had no significant contingent liabilities(2021: Nil).
Legal fees - 11,400
Reporting accountants’ fee - 1,294 28. Capltal Commitments
Tax consultant fees - 3,750 The REIT had no capital commitments as at 31 December 2022 and 31 December 2021.
Trustee fee (0.2% of equity raise) = 9,298
Valuation fee - 1,368 .
29. Comparatives
CMA approval fees - 7,345
Structural engineering due diligence = 1,596 Where necessary, comparative figures have been adjusted to conform to changes in presentation in the current year.
Approval fee of offer memorandum (max 7.5m) - 5,509
Other consultants® - 17,953
Placement fee - 7,202
Total capital raising costs - 83,975

Above costs as shown on the subtotal has costs use in capital raising which have been adjusted against equity and the
pre-operating expenses have been expensed through profit and loss.

The appointment of a valuer and a structural engineer is a requirement by the REIT Regulations for the underlying
assets included in the REIT information memorandum.

*Other consultants include professional management consultancy, subscriptions costs to REITs Association of Kenya,
insights and strategy consultancy services contracts during the REITs set up.



Uo INFORMATION

160 Glossary

163 Our Information




160 | 2022 Annual Report and Financial Statements

OTHER INFORMATION

Glossary

Term Abbreviation Meaning

“IFC EDGE” the International Finance Corporation’s “Excellence in Design for Greater
Efficiencies” certification, which is accessible via the following link: https://
edge.gbci.org/;

“IFRS" International Financial Reporting Standards;

“Investee LLP"

a limited liability partnership which meets the requirements of Regulation 65
as adopted to limited liability partnerships;

“Investment Policy”

the Investment Policy of the ASA |-REIT set out in the Trust Deed;

“Investor”

a Professional Investor under the Regulations and a holder of Units and who
is a Beneficiary under the Trust Deed;

“I-REIT Manager”

the I-REIT Manager (being, as at the date hereof, the ASA |-REIT Manager)
and any replacement from time to time appointed pursuant to the Trust
Deed in accordance with the provisions of the Regulations and whose role
is the management of the ASA I-REIT pursuant to the Trust Deed and the
Regulations;

“I-REIT Property Manager”

the I-REIT Property Manager (being, as at the date hereof, the ASA I-REIT
Property Manager) and any replacement from time to time appointed pursuant
to the Trust Deed in accordance with the provisions of the Regulations and
whose role is the provision of certain property management services in
relation to Eligible Real Estate of the ASA I-REIT pursuant to the Trust Deed
and the Regulations;

“KES/ KShs"

Kenya Shillings, the lawful currency of Kenya;

"Launch Date"

the date of formal launch of the ASA I-REIT;

“Management Fee"

Amount payable by the Trustee to the I-REIT Manager for managing the ASA
I-REIT in accordance with the terms of the I-REIT Management Agreement;

uMER"

management expense ratio; how much of a fund’s assets are used for
administrative and other operating expenses.

“Net Asset Value” or “NAV”

the value of all assets of the Fund less the value of all liabilities of the Fund,
including Trustee fees, any Management Fees and any Performance Fee, as at
the day the calculation is made;

“Net Asset Value per Unit" or

“NAV per Unit”

the NAV divided by the number of Units issued and not redeemed on the day
the calculation is made;

Glossary

Term Abbreviation

“Net Operating Income” or
IlNoIll

"OSH"

"OTC"

“PBSA"

“Person” or “person”

“PIDG HSES Standards and
Policies”

uPPE"

“Professional Investor(s)”
or “Qualified Institutional
Investor(s)”

“Promoter”

“Real Estate”

“Regulations”

“REIT"
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Meaning

total revenue less operating expenses and non-cash rents. Operating expens-
es include, but are not limited to, real estate taxes, utilities, insurance, proper-
ty management fees, advertising, and basic repairs and maintenance;

Operating Expenses for the properties

Occupational Safety & Health is a multidisciplinary field concerned with the
safety, health, and welfare of people at occupation

the over the counter trading unquoted script platform for hosting, quoting,
transferring, settlement, reporting and registry management of the Units pur-
suant to the Trust Deed;

per annum;

purpose built student accommodation;

an individual, corporation, company, firm, organisation, partnership, limited
partnership, limited liability partnership, trust (including business trust),
unincorporated association, joint venture syndicate, estate, Governmental
Entity or other form of entity or organization of any nature whatsoever (in
each case whether or not having separate legal personality);

the Private Infrastructure Development Group’s HSES standards and policies
as applicable that set out the minimum HSES standards for the ASA I-REIT, as
amended from time to time;

Personal protective equipment is protective garments or equipment used to
protect the wearer’s body from injury or infection

in relation to the ASA I-REIT includes:
any person licensed under the Act;
an authorised scheme or collective investment scheme;
a bank or subsidiary of a bank, insurance company, co- operative, statuto-
ry fund, pension or retirement fund; or
a person including a company, partnership, association; or
a trustee on behalf of a trust which, either alone, or with any associates
on a joint account subscribes for Units with an issue price equal to at
least five million shillings;

land, and in addition includes:
all things which are a natural part of the land or growing on the land;
attachments above and below the land;
things which are fixtures or are developed, installed or constructed on
the land including buildings and site improvements;
improvements and permanent building, plant and equipment or
attachments such as plumbing, heating and cooling systems, electrical
wiring and built-in items such as elevators,and items of a similar nature
which might be used in connection with the land; and
all rights and interests attaching to the land;

the Capital Markets (Real Estate Investment Trusts) (Collective Investment
Schemes) Regulations, 2013 or any modification or replacement thereof, as
may be amended from time to time;

real estate investment trust and “the REIT” means this ASA |-REIT established
by the Trust Deed;

Other Information
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Term Abbreviation Meaning ASA I-REIT

“REIT Assets” all assets of the Fund, including the Initial Assets (for so long as such Initial

Acorn House, 2™ Floor,

Assets are owned by the ASA I-REIT); acorn i-reit 97 James Gichuru Rd, g
Lavington, Nairobi =
Student Accommodation P.O. Box 13759-00100 g
“Security” any instrument defined as such under the Act and, in relation to the ASA Nairobi, Kenya ‘O-
[-REIT, includes Units established; Tel: +254 (20) 2592671/2 .,E
“Seed assets” the Initial Properties acquired by the I-REIT following launch being: e
¢ QwetuJogoo Road (Edenvale Developments LLP); ()
e Qwetu Ruaraka (Spring Green Properties LLP); and f,
e Qwetu Wilson View LLP (Acacia Vale Properties LLP) Trustee (o)
“Structural Engineer” FBW Kenya;

The Co-operative Bank of Kenya Limited
Co-operative House

“Substantial Unit Holder" a person who holds fifteen per cerltum (15%) or more of the. issueq .Units, Haile Selassie Avenue

where for the purposes of Falculatlng the ﬁfteen.per centum, in addition to P.O. Box 48231-00100

any Units held by the Security Holder, that person is also considered to be the L

holder of any Units held by: Nairobi, Kenya

1. anassociate (as Associate is defined in the Act,as amended from time to Tel: +254 703 027 000
time) of a holder who is an individual; or

2. an Associated Person, if the holder is an entity other than a natural

8

person, Custodian/ Commercial Banker
“Total Asset Value” or “TAV" the value of all REIT Assets of the Fund based on the most recent Valuation;
The Co-operative Bank of Kenya Limited
“Trustee” The Co-operative Bank of Kenya; Co-operative House
Haile Selassie Avenue
“Unit" a Security in the ASA I-REIT, being an undivided share, right, interest or K P.O. Box 48231-00100

entitlement in the REIT Assets as a whole,and may not be construed so as to

confer an interest in a particular REIT Asset; Nairobi, Kenya

Tel: +254 703 027 000

"Unitholder" any person who has purchased or otherwise acquired (including through the
exchange,or in consideration of any transfer of Eligible Real Estate and holds
any Units and is registered in the Register as evidence that he holds the I-REIT Manager
Units;

“Units in issue”

all Units which have been created and issued and which have been entered
in the Register (including those held or deemed to be held by the I-REIT
Manager), and which have not been cancelled;

“Valuer”

Knight Frank;

Acorn Investment Management Limited (AIML)
Acorn House, 2™ Floor,

97 James Gichuru Rd,

Lavington, Nairobi

P.O. Box 13759-00100

Nairobi, Kenya

Tel: +254 (20) 2592671/2

Compliance Officer - I-REIT Manager

Sheila Maina

Acorn House, 2™ Floor,
97 James Gichuru Rd,
Lavington, Nairobi

P.O. Box 13759-00100
Nairobi, Kenya

Tel: +254 786 400 020
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Reporting accountant & Auditors

Deloitte.

Deloitte & Touche
Certified Public Accountants (Kenya)

Deloitte Place, Waiyaki Way, Muthangari

P.O Box 40002-0011
Nairobi, Kenya
Tel: + 254 (20) 423000

Tax Advisor

i

Vl‘v‘A AFRICA CONSULTING

Viva Africa Consulting LLP

3™ Floor, Kiganjo House

Rose Avenue, Off Denis Pritt Road
P.O. Box 75079-00200

Nairobi, Kenya

Tel: +254 (20) 2465567

Independent Valuers

Knight
Frank

Knight Frank

Lions Place, Ground Floor,
Waiyaki Way

Westlands, Nairobi

P.O Box 39773, Nairobi
Tel: +254 (20) 4239000

Registrar

Cosc Reostrs

CDSC Registrars

1%t Floor, Occidental Plaza,
Muthithi Road, Westlands
Tel: +254 (20) 258 8000

Property Manager

Acorn Management Services Limited
Acorn House, 2™ Floor,

97 James Gichuru Rd,

Lavington, Nairobi

P.O. Box 13759-00100

Nairobi, Kenya

Tel: +254 (20) 2592671/2

Legal Advisor

TRIPLEOKLAW | @)

TripleOKLaw Advocates LLP

s5th Floor, Block C, ACK Garden House,
1t Ngong' Avenue, off Bishops Road
P.O. Box 43170-00100

Nairobi, Kenya

Structural Engineer

FBW

FBW REIT

Eldama Park,

Eldama Ravine Rd, Nairobi
P.O. Box 2157-00202
Nairobi, Kenya

Tel: +254 720 274272

Green Buildings Certification

International Finance Corporation
Delta Center, Menengai Road
Upper Hill, Nairobi

Tel: +254 (20) 2937200
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acorn i-reit

Student Accommodation

Acorn House, 2™ Floor,

97 James Gichuru Rd, Lavington
P.O. Box 13759-00100

Nairobi, Kenya

Tel: +254 (20) 25092671/2



