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Damansara REIT Managers Sdn Berhad (“DRMSB” or the “Manager”), the Manager o?m Real Estate
Investment Trust (“Al-Salam REIT” or the “REIT”), is pleased to present the fifth sustainability statement for
the REIT. The reporting period encompasses the fiscal year that ended on December 31, 2022 (FY2022).
This Statement documents matters that are most material to the REIT’s valued stakeholders and business
operations, and offers a comprehensive view of its management and performance on environmental, social,
and governance (“ESG”) elements of the REIT’s business operations.

In order to facilitate the generation of long-term value for our stake
business practices and incorporated ESG factors into the core of our
our sustainability journey objectives. Such ESG factors included thesi
Policy & Framework in order to include ESG risks, and theiniti

that resulted in an average of 10.84 training hours pi
score of 82% for tenant satisfaction. Finally, we have

L .

ining programmes
“efforts have seen an average
lation of a solar panel trial project.
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¢ SUSTAINABILITY STATEMENT

REPORTING SCOPE
GRI 102-4

This statement presents an overview of the REIT's performance in terms of sustainability for three (3) of our key properties.
These multi-tenant properties are KOMTAR JBCC, Menara KOMTAR, and Pasaraya Komuniti @Mart Kempas. A property manager
has been appointed to manage the REIT’s buildings. As such, this statement will present an overview of the REIT's sustainability
performance at its headquarters, located on Level 19, Block 1, VSQ@PJCC, Jalan Utara, Petaling Jaya, with a total floor space of
4,249 sq ft.

KOMTAR JBCC MENARA KOMTAR PASARAYA KOMUNITI
@MART KEMPAS
Net Lettable Area Net Lettable Area Net Lettable Area
382,465 sq ft 160,592 sq ft 99,312 sq ft
JOHOR BAHRU, JOHOR JOHOR BAHRU, JOHOR JOHOR BAHRU, JOHOR

Reporting Framework

Al-Salam REIT’s Sustainability Statement has been prepared in compliance with the Main Market Listing Requirements published
by Bursa Malaysia and its Sustainability Reporting Guide (3rd Edition) to provide meaningful and relevant disclosures. To align
with international reporting standards, we referred to the Global Reporting Initiative (“GRI”) Standards and the United Nations
Sustainable Development Goals (UN SDGs or “SDGs").

e | REPORTING GUIDELINES REPORTING GUIDELINES

2
lg Bursa Malaysia’s Sustainability
S e r.a  Reporting Guide (3rd Edition)

Global Reporting Initiatives
(“GRI") Standards

SUSTAINABLE GLOBAL INITIATIVES
FTSE4Good MRy DEVELOPMENT UN Sustainable Development

. . u " \",‘
FTSE4Good moexCteriaCieiy GALS  coals eun spesy)

e REPORTING GUIDELINES @ CONTRIBUTIONS TO

FEEDBACK

We value and encourage stakeholder feedback as a means to continuously improve our ESG reporting and strategy, and thus
maintain an open line of communication. For any questions, concerns, or remarks, please contact:

1. Encik Suhaimi Saad (Head of Operations) at suhaimi@drmsb.com.my

2. Puan Roziah Abu Bakar (Head of Compliance & Risk Management) at roziah@drmsb.com.my.
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Sustainability Highlights

Revision of Whistleblowing
Policy to align with JCorp’s
policy and procedures.

Average of 23 training hours per
employee across 37 different
training programmes

Generated a total of 191,865.8
/ kWh renewable electricity from
solar panel project in Pasaraya
Komuniti @Mart Kempas

Average tenant satisfaction
score of 82%

ESG Journey

Continue reporting disclosures on four pillars Reviewed and revised ESG Framework to consist

(Robust Corporate Governance, Sustainable Trust of four pillars (Robust Corporate Governance,

Fund, Environmental Stewardship and Strong Social Sustainable Trust Fund, Environmental Stewardship

Relationship) and Strong Social Relationship)

Adopted SDG 8,9,11,13 and 16

Reported on our contributions to UN Sustainable

Development Goals (SDGs)

Revised Sustainability Governance Structure to

include the Board of Directors, Board Audit and

Risk Committee, Enterprise Risk Management

Committee and Property Managers

Revised stakeholders groups to include Customers

and Local Communities

Reviewed and consolidated the number of material

matters to 15

Reviewed and revised Sustainability Governance Conducted materiality reassessment and

Structure to include Board of Directors, Board benchmarking exercise for FY2021

Audit & Risk Committee and the Manager Our Climate Reporting Journey

Conducted stakeholder engagement exercise «  Began reporting on Scope 2 emissions for KOMTAR

Conducted materiality reassessment in FY2020 JBCC, Menara KOMTAR and Pasaraya Komuniti @
Mart Kempas

Updated our contributions to UN Sustainable
Development Goals (SGDs)

Began installation of solar panel trial project

«  Conducted stakeholder engagement exercise

«  Conducted a materiality reassessment for FY2019
Established ESG Framework consist of five pillars Our Climate Reporting Journey
(Governance, Environment, Partner, Corporate . Began reporting on electricity and water
Social Investment and People) consumption for KOMTAR JBCC, Menara KOMTAR

Established Sustainability Strategy comprise of and Pasaraya Komuniti @Mart Kempas
Corporate Governance, Environment, Economic

and Social
Conducted a materiality reassessment for FY2018
Identified 7 stakeholder groups and conducted Published first Sustainability Statement

stakeholder engagement exercise Established a Sustainability Governance Structure
consists of the Board of Directors and Sustainability
Steering Committee
Identified 6 stakeholder groups and conducted
stakeholder engagement exercise
Conducted a Materiality Assessment
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SUSTAINABILITY STATEMENT

APPROACH TO SUSTAINABLE DEVELOPMENT

Sustainability Framework

The REIT strengthened its commitment towards sustainable growth and development through the establishment of the
Sustainability Framework. The Framework encapsulates the REIT’s principles through four (4) pillars and nine (9) key focus areas
which the REIT believes are pertinent towards the nature of the business, and will serve as a guide to drive sustainability across

the REIT's operations.

Robust Corporate
Governance

Upholding the highest
standards of governance,
business ethics and
integrity

o

Governance and
Business Ethics

Safeguarding the reputation
of the REIT through strong
governance practices and
ethical business practices

Transparency

Ensuring transparency in all
financial and non-financial
disclosures

Transparet and
comprehensive reporting
practices in accordance to

relevant standards

Our
Commitment

Vision
To deliver long-term sustainable value to
our stakeholders and communities in which we
operate

Mission
To integrate sustainable business practices throughout the REIT

Procurement Practices

Maximising value along our
supply chain while
minimising adverse impacts
through a diligent selection
process and local
procurement

Infrastructure Investment

Upgrading facilities to ensure
that properties operate at an
optimum level for
sustainable economic growth

Environmental Stewardship

Conserving and preserving
the environment through

responsible management and

practices

&

Climate Change

Recognising the risk of
climate change and
managing energy efficiency

Environmental
Management

Creating awareness on
efficient water use and
responsible management of
waste to mitigate adverse
environmental impacts

KEY ACTION PLANS

Integrating sustainable
business practices into
management approach

DECENT WORK AND
ECONOMIC GROWTH

o

AL-SALAM REIT

Monitoring and
recording sustainability

Strong Social
Relationships

Creating a diverse and
talented workforce within a
safe environment while
contributing to the
community

Diversity and
Development

Providing fair and equal
opportunities to our
workforce for personal and
professional development

Health and Safety

Creating a safe and healthy
environment for our
workforce

Corporate Social
Responsibility

Promoting societal
development by giving
back to the communities in
which we operate

Increasing stakeholder

engagement
progress
CLIMATE 'PEACE, JUSTICE AND (@)
13 ACTION 1 STRONG INSTITUTIONS ‘ig:

L 2
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SUSTAINABILITY STATEMENT

Contribution to the United Nations Sustainable Development

The United Nations formulated seventeen (17) Sustainable Development Goals (“SDGs”) as a call to action addressing the global
challenges facing humanity and the planet. In support of the Twelfth Malaysia Plan, 2021-2025 (the “Twelfth Plan”) and to
demonstrate our commitment to the United Nations Sustainable Development Goals, we have embraced the five SDGs that
are most relevant to our industry and on which we can make a significant impact. Herein, we present our most significant
sustainability initiatives relating to the SDGs for the 2022 fiscal year. The Group remains focused on better aligning our activities
and initiatives with the United Nations’ Sustainable Development Goals.

OUR CONTRIBUTIONS

@
SUSTAINABLE
16 "o DEVELOPM ENT Eégm Yén(::(n o

STRONG INSTITUTIONS "
¥ M
%S
L4 a ‘l

ERM Policy & Framework Wide range of benefits
goqe of (éor?.duct and provided
QeSS -thics Average of 23 training
Revision of the h |
Whistleblowing Policy RepIP<! €Mployee
37 different training

Anti-Bribery and
Corruption Policy programmes conducted

Manual

INDUSTRY, INNOVATION
1 ﬁll.}IINIlﬂE @ AND INFRASTRUCTURE &

Solar panel project Electricity and internet
in Pasaraya Komuniti allowance provided to
@Mart Kempas employees who work
which has generated from home o
191,865.8 kWh of 14 s Solar panel project in
electricity Monitoring Pasaraya Komuniti @
Scope 2 GHG Mart Kempas which
emissions has generated
191,865.8 kWh of
electricity
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SUSTAINABILITY STATEMENT

SUSTAINABILITY GOVERNANCE
GRI 102-18 | 102-32

The Board of Directors (“the Board”) oversees Al-Salam REIT’s overall sustainability strategy and performance. Together with the
Board Audit and Risk Committee (“BARC") and the Enterprise Risk Management Committee (“ERMC"), they evaluate and approve
proposed initiatives and strategies. The Property Managers convene to discuss the monitoring of implementation and the
attainment of targets.

BOARD AUDIT AND RISK
( 01 COMMITTEE PROPERTY MANAGERS
BOARD ol ENTERPRISE RISK
DIRECTORS 02 MANAGEMENT COMMITTEE

ROLES RESPONSIBILITIES
Board of Directors (“the Board”)

Endorses and oversees the implementation of the REIT’s sustainable strategy to ensure key

targets are met.

- Takes responsibility and accountability for the REIT's communication on sustainability
issues to stakeholders.

« Establishes a culture of integrity by placing emphasis on communication about
sustainability across the REIT.

- Endorses material sustainability matters and the governance structure.

Board Audit and Risk Committee . Oversee and recommend appropriate risk management and measurement policies and

("BARC") strategies, including ESG risks and opportunities across the Company

+ Review, approve and ensure adherence to the Company'’s risk management framework,
policy and strategies

«  Review the effectiveness of the system for monitoring compliance with laws and
regulations, along with the results of the management’s investigation and follow-up of any
instances of non-compliance.

«  Review the Anti-Bribery and Corruption Policy of the Company to ensure that the JLG
Group strategy and Anti-Bribery and Corruption Policy are aligned.

- Chairperson of BARC shall be responsible for receiving Whistle-Blowing information and to
discuss the action to be taken amongst the members.

Enterprise Risk Management Supports BARC in fulfilling its oversight responsibilities with respect to ERM Policy &

Committee (“ERMC") Framework, along with its processes, including risk assessment on key strategic, financial,
operational and compliance risk.

+ To coordinate the development of risk management policies and procedures as well as its

/ initiatives to ensure an effective ERM framework is in place

«  To review and deliberate risk reports and, where applicable, recommend mitigation
strategies for implementation

« To provide regular updates to the BARC on respective mitigation measures and action
plans relating to the respective residual risk profile and ERM initiatives.

«  To monitor, develop, review, assess and recommend to BARC on risk management
strategies, policies and risk tolerance limits.

Property Managers + Develops the overarching sustainability strategy for the REIT based on material
i sustainability matters identified.
i« Provides recommendations and improvements to the Board on the material sustainability
matters related to the REIT.
«  Formulates targets and initiatives to achieve sustainability goals pledged by the REIT.

+  Assesses the effectiveness of the sustainable initiatives put in place, and monitors and
maintains records on these initiatives.
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SUSTAINABILITY STATEMENT

STAKEHOLDER ENGAGEMENT
GRI 102-40 | GRI 102-43 | 102-44

Key stakeholders are individuals who have a high level of interest in, influence over, and/or impact on the REIT’s business
activities. To enhance our performance and measure up to our stakeholders’ expectations, we recognise the value of building and
sustaining supportive, long-term relationships with them. The REIT has effectively communicated with its stakeholders to address
their concerns and seek their input on key issues.

Stakeholders Areas of Interest Method of Engagement AT
Engagement
Employees Staff performance and development i «  Performance appraisal and Yearly
Business strategies, objectives, career development plan Yearly
achievements «  Townhall Every 3 years
Staff wellbeing +  Revision of salary package Ongoing
Employee benefits +  Work-life balance
Investors Corporate financial performance « AGM Yearly
Corporate governance »  Corporate website Minimum quarterly
Investor relationship management i« Annual & quarterly reports Yearly & quarterly
Environmental matters + Investor relations briefings Quarterly
Safety of assets + Investment criteria/policy Yearly
Tenants Safety and health - Tenant satisfaction survey Twice a year
Communication and tenant-owner . Joint community programme By event
relations «  Complaint management - Serve- Monthly
Mall/Building facilities Deck Ongoing
Environmental matters +  Promotion on green/renewable
Activities, programmes or marketing energy and waste management
campaigns to increase footfall efficiency
Customers Safety and health +  Complaint management Ongoing
Facilities or services provided inthe :. Social media such as Facebook, Monthly
building Instagram
Promotion or sales offers by tenants i« Emails
Local Social contribution «  Community events By event
Communities +  Foodbank/voluntary works
Regulatory Compliance to regulations + Quarterly compliance report to Quarterly
Agencies & Labour practices the BoD Quarterly, half-yearly,
Statutory Bodies Transparency and disclosures « Announcements, notifications & as and when required
reporting Annually
«  Compliance audits
Service Providers Transparent procurement process + Evaluation & performance Ongoing
& Suppliers Business ethics reviews Ongoing
«  Compliance to MACC Act Ongoing
+  Procurement Policy
Property, Service, Income & expenditure +  Monthly report Monthly
Maintenance Leasing & total occupancy +  Monthly meeting Monthly
Managers Marketing & promotions
Maintenance summary

Security, housekeeping & parking

91
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MATERIAL SUSTAINABILITY MATTERS
GRI 102-47

Materiality Assessment

To better reflect the prioritisation of ESG risks and opportunities within its operations, the REIT conducted a comprehensive
evaluation and reassessment of its material sustainability matters in FY2021. The newly established Sustainability Framework and
the ongoing COVID-19 epidemic served as the basis for this activity. We are maintaining the material matters, as they are still
applicable and remain in accordance with Bursa Malaysia’s REIT-specific material matters while we manage the endemic phase of
COVID-19. Listed below are the 15 material matters identified during the assessment:

FY2022

Material Sustainability Matters

Corporate Governance and Business Ethics

Robust Corporate Governance Regulatory Compliance

Risk Management

Financial Performance

Sustainable Trust Fund Indirect Economic Impacts

Procurement and Supply Chain Management

Climate Change

Environmental Stewardship Waste and Effluent Management

Water Management

Diversity and Inclusion

Human Rights and Labour Standards

Tenant and Customer Satisfaction

Occupational Health and Safety

Community Engagement

Human Capital Development
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Materiality Matrix
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“Medium Importance to Al-Salam REIT’s Business Operations Very High”
Robust Corporate Sustainable Environmental Strong Social
Governance Trust Fund Stewardship Relationships
1. Regulatory Compliance 2. Financial Performance 10. Climate Change 3. Tenant and Customer
4. Risk Management 7. Indirect Economic Impacts 12. Waste and Effluent Satisfaction
5. Corporate Governanceand 9. Procurement and Supply Management 6. Health and Safety
Business Ethics Chain Management 13. Water Management 8. Human Rights and Labour

Standards
11. Human Capital
Development
14. Diversity and Inclusion
15. Community Engagement

As the REIT finds the fifteen (15) material matters relevant to our current operations, there was no materiality reassessment
of material sustainability conducted this reporting year. As a result, the materiality matrix remains unchanged from FY2021.
In particular, the material matters that are top priority are “Regulatory Compliance’, “Financial Performance’, and “Tenant and
Customer Satisfaction”, which are parked under “Robust Corporate Governance’, “Sustainable Trust Fund”, and “Strong Social
Relationships” in that order.

93 | ANNUAL REPORT 2022



SUSTAINABILITY STATEMENT

Mapping the Material Sustainability Matters

To better reflect the prioritisation of ESG risks and opportunities within its operations, the REIT conducted a comprehensive
evaluation and reassessment of its material sustainability matters in FY2021. The newly established Sustainability Framework and
the ongoing COVID-19 epidemic served as the basis for this activity. We are maintaining the material matters, as they are still
applicable and remain in accordance with Bursa Malaysia’s REIT-specific material matters while we manage the endemic phase of
COVID-19. Listed below are the 15 material matters identified during the assessment:

Pillars

Robust Corporate Governance

Sustainable Trust Fund

Material Sustainability

Matter

Regulatory Compliance

Risk Management

Corporate Governance
and Business Ethics

Financial Performance

Indirect Economic
Impact

Procurement and
Supply Chain
Management

Description

Stakeholders

Corresponding SDGs

Efforts to adhere to laws,
regulations, guidelines and
specifications relevant to business
operations.

Employees, Investors,
Tenants, Regulatory
Agencies & Statutory
Bodies

DECENT WORK AND
ECONOMIC GROWTH

PEAGE, JUSTICE AND
STRONG INSTITUTIONS

Strategies in managing
operational, financial and
compliance risks to ensure
sustainable long-term growth.

Employees, Investors

DECENT WORK AND

ECONOMIC GROWTH

o

Values, principles, standards and
norms that are critical towards
business sustainability.

Employees, Investors,
Tenants, Regulatory
Agencies & Statutory
Bodies

n[n[m WORK AND 16 PEAGE, JUSTICE AND
[EONUMIE GROWTH STRONG \MSIIIHIIDNS

o

Strategies in managing financial
and operational performance, as
well as measuring their effects on
stakeholders.

Employees, Investors

DECENT WORK AND
ECONOMIC GROWTH

o

Strategies in managing the indirect
economic impacts of infrastructure
investments and the services
supported.

Tenants, Local
Communities

IIEBEMT 'WORK AND 11 ‘SUSTAINABLE CITIES
EGDHUMID GROWTH AND COMMUNITIES

il At

Management of supply chain
activities to maximise value for
customers and tenants, as well as
ensure that products or services
provided by suppliers meet the
standards and requirements of the
Manager.

Local Communities,
Service Providers &
Suppliers, Property/
Service/Maintenance
Manager

DEGENT WORK AND
ECONOMIC GROWTH

o
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Environmental Stewardship

Tenant Satisfaction

Health and Safety

Human Rights and
Labour Standards

Human Capital
Development

Diversity and Inclusion

Community
Engagement

Climate Change

Waste and Effluent
Management

Water Management

SUSTAINABILITY STATEMENT

Initiatives to ensure that all
properties are comfortable, safe,
and meet the standards of all
tenants and customers.

Tenants

8 DECENT WORK AND 9 INDUSTRY, INNOVATION
ECONOMIC GROWTH

o

ANDINFRASTRUCTURE

Measures taken to prevent
workplace accidents or injuries,
and to maintain a safe and
conducive working environment.

Employees, Tenants,
Regulatory Agencies &
Statutory Bodies

DECENT WORK AND
ECONOMIC GROWTH

Respecting and protecting

the rights of all employees,

service providers and suppliers,
local communities and other
stakeholders regardless of gender,
age, employment type, nationality,
religion and race.

Employees, Local
Communities

DECENT WORK AND
ECONOMIC GROWTH

Providing personal and Employees DECENTVORKAND
. .. ECONOMIC GROWTH

professional benefits, training, and

development opportunities to all

employees.

Promoting a diverse and inclusive : Employees

workplace where every employee,
regardless of gender, race and
ethnicity, is treated with dignity
and respect.

DECENT WORK AND
ECONOMIC GROWTH

o

Building strong relationships
through regular engagement
activities, to promote the well-
being of local communities.

Local Communities

SUSTAINABLE CITIES
AND COMMUNITIES

ol e

8 DEGENT WORK AND
ECONOMIC GROWTH

Efforts made on responsible
energy management and usage
to reduce the impacts on climate
change.

Investors, Tenants,
Property/Service/
Maintenance Manager

13 oo

24

Managing waste to reduce its
generation and ensure that it is
disposed of properly.

Investors, Tenants, Local
Communities, Regulatory
Agencies & Statutory
Bodies, Property/Service/
Maintenance Manager

13 Sonor

O

Managing water to reduce its
consumption.

Investors, Tenants,
Property/Service/
Maintenance Manager

13 Sonow

24
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STRONG CORPORATE GOVERNANCE
GRI 102-16 | 102-17

Regulatory Compliance

The key national laws, regulations and guidelines applicable to the REIT’s business include and are not limited to:

Capital Market Services Act 2007 Income Tax Act 1967
Main Market Listing Requirements EPF Act 1991

Guidelines on Listed REITs Malaysian Code on Corporate Governance (“MCCG")

Guidelines on Islamic Capital Market Products and Services Guidelines on Corporate Governance for Capital Market Inter-
mediaries

A comprehensive compliance report detailing the requirements for various acts, risk treatment, the REIT’s mitigation plans, and
risk ratings is maintained by the Manager, to ensure the REIT remains compliant with relevant legal and statutory requirements.
In addition, the Manager conducts training on legal requirements, obtains legal advice from professionals, and requires all internal
audits be performed by external consultants to maintain impartiality.

It is also crucial that tenants abide by all stipulated legal requirements and agreements, such as the Uniform By-Laws 1984,
the Fire Services Act 1988, and the Lease/Tenancy Agreement. To that end, REIT has taken the initiative to send notifications
to tenants as a reminder to comply with these requirements. We also organise monitoring sessions for respective departments,
contractors, and consultants to ensure adherence to these regulations. Furthermore, the REIT makes requests for insurance cover
notes that indicate properties are protected in the case of hazards such as fire. We established a manual notification planner
supervised by the Building Manager or the Operations HOD, which indicates when building-related licences are to be renewed.

To further enhance these initiatives, the Board regularly receives legal and secretarial updates in order to stay updated with
developments in regulation. Moreover, both management personnel and the Board are encouraged to attend relevant talks and
seminars, and the Manager is notified about relevant changes from Bursa Malaysia, the Securities Commission, and the Malaysian
REIT Managers Association (“MRMA”").

Initiatives taken to ensure compliance with relevant laws and regulations are communicated internally via management meetings,
announcements, and briefings, while done externally via Annual General Meetings, analyst briefings, the REIT’s corporate website,
and annual reports. All questions are directed via email to a designated individual. In the financial year 2022, the REIT has not
recorded any incidents of non-compliance.

Risk Management

To ensure the longevity and stability of the business as a REIT, it is vital to appropriately manage all risks. Risk management is thus
overseen by the Board Audit and Risk Management Committee (“BARC"), assisted by the Enterprise Risk Management Committee
("ERMC"). These committees are responsible for ensuring risk management is embedded in the Manager’s scheduled daily
tasks. They are also charged with identifying risk parameters, appetite, profiles, treatment options, action plans, and indicators.
The Manager assesses risks on a quarterly basis, following the Enterprise Risk Management (“ERM”) Policy and Framework. All
findings are compiled into a detailed risk register, which is divided into the following categories: strategic, financial, operational,
compliance, IT, and integrity risks.

For the review this year, the Manager updated the ERM Policy and Framework that became effective on December 1, 2022. These
changes take into account the re-classification of Risk Category to include ESG Risk, Market Risk and Partnership Risk.

The Manager has also conducted a risk assessment for the supplier’s environmental and social issues, labour issues, health and
safety issues, tax issues, and finally data protection. There was no high risk identified during the course of the assessment.
Risk owners are designated at the Risk Identification stage and are tasked with reporting the progress of risks and associated
mitigation plans at weekly Management Committee meetings. Risk owners communicate with the employees regarding the risks,
and also identify the risks to their operations and the associated mitigation plans, presenting them to the ERMC and/or at weekly
Management Committee meetings. The ERMC holds quarterly meetings to ensure effective communication of risks and mitigation
plans. Subsequently, the updated Risk Profiles were presented at the quarterly BARC meetings.
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Data privacy and cyber security have grown in importance as digital services have become more widely used. Safeguarding
our customers’ and patients’ data is our top priority. Thus, the REIT has implemented a user access rights matrix and ensured
adherence to the Personal Data Protection (“PDP”) Policy. A Cyber Security Procedure, aimed at embedding essential cyber
security measures to ensure the appropriate actions can take place during a potential data or security breach, was put into place.
Since the implementation of these measures, there have been no complaints regarding breaches of customer privacy or loss of data.

The Manager has maintained various business continuity measures in relation to digital transformation, allowing the REIT to
continuously adapt to a changing business environment in the COVID-19 endemic stage.

Utilisation of VPNs to
protect network
connections

IT disaster
recovery plan,
drills and data

recovery tests e
1
|
é
* ' ’
| ! |
1 1
Usage of o Installation of

Microsoft 365 Acronis as a
cloud storage data backup

Digital
Transformation

Strategy

CORPORATE GOVERNANCE AND BUSINESS ETHICS
GRI 205-1 | 205-2

Internal SOPs, including those for business growth, internal controls, risk management, compliance, IT, talent management,
finance, and operations, keep daily operations in order. The Manager’s Code of Conduct and Business Ethics upholds the values,
principles, and standards of professional conduct within Al-Salam REIT (the “Code”). The Code specifies how employees and
associates are expected to conduct themselves, as well as disciplinary measures in the event of non-compliance. Other policies,
such as the Whistleblowing Policy, Anti-Bribery and Anti-Corruption Policy (“ABAC Policy”), and Manual, supplement this Code. All
of these policies and procedures are disseminated to staff via email, briefings, training, and posters.

The REIT is committed to providing confidential channels for reporting incidents of non-compliance and misconduct within the
organisation. As a result, our Whistleblowing Policy has been revised to adopt a policy and standard procedure similar to those
of JCorp. This revised Whistleblowing Policy assures that all received reports are evaluated with confidentiality and impartiality,
while ensuring that those made with malicious intent are dealt with appropriately. This policy has been amended in accordance
with the Whistleblowers Protection Act 2010. The Manager did not receive any whistleblowing reports in FY2022.

Al-Salam REIT remains committed to maintaining compliance with the 2009 Malaysia Anti-Corruption Act in all of its operations.
The Manager consequently adopted the ABAC Policy. It outlines and conveys the Manager’s money laundering, gifting,
entertainment, and hospitality expense rules and guidelines. This is supported by the implementation of the new No-Gift, No-
Entertainment Policy, and information on these policies is disseminated internally via briefings and training and externally via the
company’s website. All employees at every position level received anti-corruption training, and 96% of all employees attended. In
FY2022, no employees were dismissed for failing to adhere to the ABAC Policy.
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To enhance REIT’s compliance with anti-bribery and anti-corruption laws and to ensure regulatory compliance, the Manager has
undertaken the following additional initiatives: conducting a refresher briefing and trainings to employees, as well as committing
to due diligence on and through an integrity pledge by service providers or business partners. In addition, the previously
established due diligence procedure for new tenants has been maintained, and risk assessments are being conducted on about
100% of internal activities over the reporting period. Recruitment, Business Associates & Outsourced Service Providers, Suppliers,
Business Development & Investor Relations, and Operations have undergone this risk assessment. All information is recorded
in an Integrity Risk register and provided to the BARC and Board Investment Committee (“BIC”). In all operations evaluated, no
substantial risks have been identified. Neither corruption nor non-compliance occurred in FY2022.

SUSTAINABLE TRUST FUND
GRI 201-4 | 203-1

Financial Performance

The REIT’s primary objective is to provide long-term, sustainable returns for its investors, while also contributing to the nation’s
development and generating economic value by creating direct and indirect employment opportunities.

As the nation approaches the endemic phase of COVID-19, businesses have begun to recover. Compared to the previous year,
the REIT’s financial performance has improved significantly. As such, the government has not provided any financial support. As
a result of this enhancement, the REIT generated RM 71,359,220 in revenue, compared to RM 54,133,438 the previous year, and
maintained a profit of RM 16,201,218. The REIT plans to distribute at least 90% of its revenue to the unitholders.

In addition, the REIT became the silver sponsor for the 3rd Annual Malaysian REIT Forum in FY2022. The Manager has also
attended the M-REITs and The Road Ahead event. This event provided the REIT with an opportunity to interact with analysts,
investment bankers, and potential investors as part of Al-Salam REITs" investor relations efforts.

Indirect Economic Impact

Indirect economic impacts are the results of the direct impact of financial transactions and cash flows that occur between an
organisation and its stakeholders. This encompasses the investments made for an organisation’s infrastructure and the services
supported by these investments.

With a multitude of property types within the REIT’s portfolio, including office spaces, shopping malls, and a supermarket, the
REIT has observed a plethora of positive indirect economic impacts that originate from its operations. These include an increase in
number and the creation of new service/maintenance-related jobs in the supply chain, which arose from the continued regional
economic development with a focus on restaurants, small to medium enterprises, and residential areas. Furthermore, this healthy
indirect economic growth has resulted in an increase in spending from local industries.

PROCUREMENT AND SUPPLY CHAIN MANAGEMENT
GRI 204-1

Per the business nature of the REIT as a fund manager and depending on the nature of the leasing agreement, Al-Salam REIT
plays a minor role in the procurement of contractors and service providers for its properties. In the case of triple-net lease
agreements, the tenant handles all supply chain decisions and property expenditures. Conversely, in the case of other properties,
all construction work or total replacement of assets will require the approval of the REIT’s trustee, with all management services
falling under the purview of the REIT’s property managers. The REIT is keenly aware that all procurement decisions and supply
chain management will ultimately affect operations, and as a result, it closely monitors any decision made.

After receiving approval to conduct construction work from its trustee, the REIT monitors its progress. In addition to this, it
requires its property managers to report on water and electricity consumption within the properties in order to identify areas
where optimisation is possible. The REIT will implement appropriate energy and water-saving initiatives based on the data
collected.
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The REIT also monitors the supplier/contractor/service provider screening and evaluation processes. The screening criteria include
SSM registration, price, work experience, and previous clients, while performance evaluations are conducted twice per year.
Stakeholders are ranked on a scale of one (1) to four (4) based on specific criteria, and in the event of poor performance, they

will be sent a reminder via letter or email to improve.

PERFORMANCE EVALUATION
Criteria Scale of Scores
= Price
* Punctuality Poor 0-39%
= Quality of Product/Service Moderate 40-59%
= After Sales Service Good 60-79%
= Complaints/Comments Received Very Good 80-100%

Calculation Method
(Total Score 201 x 100%)

Another aspect of responsible procurement is sourcing local services as far as practicable, as this reduces greenhouse gas emissions
and contributes to the development of the local economy. In this reporting period, 100% of Al-Salam REIT’s procurement budget
was expended locally, totaling RM5,324,543.90. The REIT also conducted several CSR initiatives for this reporting period across our
operations, such as the Art Exhibition and “Kloth Cares’, a fabric recycling movement initiated by KOMTAR JBCC2, and “Program
Pengumpulan Fabrik Terpakai” by Menara KOMTAR. In addition to this, Pasaraya Komuniti @Mart Kempas hosted a total of eight(8)
different CSR initiatives, which include events such as Project Shopping Raya, and setting up a Service Counter for PTPTN. Through

these activities, the REIT embeds ESG initiatives wherever possible.

STRONG SOCIAL RELATIONSHIPS
GRI 419-1

Tenant and Customer Satisfaction

The REIT believes in building a strong and trusting relationship with our
customer and tenants, as we continue to engage with them even during
the difficult times. We value their patronage and take into consideration
their feedback in our effort to expand our outreach, in addition to building
a shared sense of responsibility and progressing societal development. We
conducted extensive engagements via numerous communication channels
to promote social betterment, whilst building strong tenant relationships,
and meeting evolving customer behaviour and expectations.

The performance as a REIT heavily relies on the satisfaction of the REIT's
tenants and customers. The REIT strives to secure their satisfaction,
subsequently assuring long-term tenancy. To determine the satisfaction
levels of its tenants, the REIT conducts satisfaction surveys twice a year.
Tenants are required to rank various categories as sufficient, satisfactory,
good or excellent. The categories include cleanliness, security, technical
aspects, concierge, car park facilities, food courts, as well as marketing and
promotions. In this reporting period, the REIT recorded an average score of
82% across its properties.

Another important facet of managing tenant and customer satisfaction is
responding to and resolving complaints efficiently. Within its properties, the
REIT uses the ServeDeck system for monitoring and resolving complaints
and other issues (mechanical, electrical, cleanliness, etc.), submitted by the
scanning of a QR Code placed in public areas such as the lift lobby and
toilets. In the year under review, the REIT tracks and records the complaints/
issues received across properties, and all complaints/issues are addressed
and resolved within a day of receiving them.

Average Satisfaction Score
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Property Total No. of Con?plaints Satisfaction
[/Issues Received Survey Score (%)
KOMTAR JBCC 296 80
Menara KOMTAR 206 82
Pasaraya Komuniti @Mart Kempas 260 83

The REIT continued to support the tenants during the endemic phase of COVID-19 by providing rental rebates to ease their
burden in these trying times.

HEALTH AND SAFETY
GRI 403-1 | 403-2 | 403-4

At Al-Salam REIT, we strive to achieve zero work-related injuries resulting in employee permanent disability or fatality by adopting
stringent OHS practices. Employees are expected to take ownership of OHS issues, and proactively report all OHS-related
incidents, alongside non-compliance and non-conformities.

The Manager regularly monitors the operations and properties to control workplace safety risks, and strives to eliminate or
minimise them through various measures. At each property, there is an established Emergency Response Team (“ERT”). The ERT
consists of a chairman, secretary, employer and employee representatives. The employer representatives are further broken down
into various categories, such as the health, training and investigation bureaus. Under the ERT, there are three (3) main teams,
namely the Fire Fighting Team, Search and Rescue, and the First Aid Team. Such a structure allows for an immediate and efficient
response in the face of an emergency. The REIT has also established a fire fighting system, and conducted fire drills once a year
before the pandemic. All tenants are notified of emergency and evacuation procedures through letter and email.

Hazards Identification and Risk Assessments (“HIRAC") are conducted and reviewed annually, or when appropriate by the
Operations Manager or Head of Technical department from the REIT's property managers, DASBPM, within their managed
properties. The scope of the HIRARC includes electrical risks, machinery, and technical activities. A comprehensive HIRARC register
is maintained to understand the risks associated with operations and the corresponding mitigation measures. DASBPM has also
adopted various procedures addressing safe work culture when working within rooms of high voltage, and when operating the
genset. All workers responsible for these works are expected to wear the appropriate gear and abide by the relevant procedures.

In 2022, the Manager continued to safeguard the health of employees from the spread of COVID-19. The two doses of COVID-19
vaccination for all staff at the REIT’s properties was mandatory. As we continue to adapt to the new norms and safe lifestyle, the
REIT is forthcoming with hygiene and safety practices at workplace. Employees’ concerns and anxiety are mitigated by proactively
highlighting workplace sanitary health practices, the provision of safety and health equipment, and with sharing of guidelines
by Ministry of Health.

In this reporting period, there was zero work-related fatality or permanent disability as a result of the effective implementation
of health and safety measures stated above.

Human Rights and Labour Standards

The Manager upholds and respects the fundamental principles set out in the Employment Act 1955, and prohibits all forms
of child, forced and bonded labour throughout operations. The Manager also strives to provide a safe and mutually respectful
workplace environment that is free from violence, harassment, humiliation and intimidation of a sexual nature. We have no acts
of discrimination or human rights violation to report in 2022.

HUMAN CAPITAL DEVELOPMENT

GRI 401-1 | 401-2 | 404-1 | 404-2

We actively seek innovative, dynamic and talented individuals, both internally and externally, with the right experience level to
support our growth. Our talent management programme addresses the development of organisational core competencies as
well as position-specific competencies. During the annual performance and career development review, all employees are highly
encouraged to openly discuss their performance and aspirations with their supervisors, as well as to identify any training needs.
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Our people are offered comprehensive and competitive remuneration
packages such as medical coverage, insurance, dental care, paternal leave
and pilgrimage leave. In the face of the pandemic, the Manager also
provided employees with an additional incentive to work from home, in
order to safeguard the health of its employees. This includes an allowance
which covers home internet, establishment of a comfortable workspace and
electricity consumption.

The REIT encourages the cross fertilisation of talent and ideas, and leverages
on the REIT’s Human Resource functions to develop our people. For the
Manager, we are committed to talent development programmes that enable
people to acquire the relevant knowledge and skills for business excellence,
and to reach their full potential. This year, the REIT spent RM 27,834, placed
towards learning and development programmes for employees.

Some highlights from the training programmes conducted this year include:
« Enhancing Corporate Governance by Effective Corruption Prevention
+ ESG Risk Management and Due Diligence
« Investment Opportunities in a Post COVID-19 Pandemic World
- Preparing Leaders & Executive for Artificial Intelligence
« Microsoft Excel Intermediate

Average Training Hours by Gender

oot
¥

93%

Employees Attended Training

584

Total Hours of Training

23

Total Training Investment
per Employee (Hour)

1,071

Employee (Hour) Total Training Cost
per Employee (RM)

27,834

Total Training Cost (RM)

Average Training Hours by Employment Category

32
22
13
‘ 8

Senior
23 Mmale Management

22 Female Management Executive Non-Executive

The Manager also offers employees regular performance reviews to contribute to their personal development and skill management. A breakdown
of employees by percentage who received a performance review by gender and employment category is presented below. In FY2022, 86% of the
REIT’s workforce received a performance review.

Senior
Management

54% 46% 4% 25% 46% 25%

Female Executive Non-Executive

Management

In the year under review, the Manager recorded a hiring rate of 12% and a turnover rate of 4%.
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DIVERSITY AND INCLUSION
GRI 102-8 | 405-1

Board Diversity Disclosure

The REIT has in place an integrated human capital strategy designed to recruit, develop, and motivate employees. At Al-Salam
REIT, the Manager and the properties are committed to developing a high-performance work culture that embraces diversity and
collaboration.

Workplace diversity fosters collaboration and drives innovation among employees. The REIT values mutual respect and
understanding across the organisation, and encourage employees to report cases of discrimination to the Human Resources
department at the earliest possible opportunity. In this reporting period, the REIT recorded zero cases of harassment and
discrimination.

Equal opportunities for women remain a key focus for the Manager. We recognise the positive impact of gender diversity on
the performance of teams and the business. Therefore, increasing female representation in leadership supports our business
strategy. In 2022, women accounted for 46% of the REIT’s team and 29% of the Management team. This year, we have a woman
representative on the Board of Directors, and moving forward, the REIT aims to ensure that the Board consists of at least 30%
women directors, in line with the requirements of the updated Malaysia Code of Corporate Governance.

Majority of employees (62%) lie within the 30 to 50-year age bracket. They represent the talented and experienced professionals
capable of driving the REIT’s business forward. The REIT’s workforce is 100% Malaysian.

Employee Breakdown by Gender and Employment Category

14%

50% 33%
Cy 7%

54 (=] 50%

Male ’

(=)
4L6%6
Female

29%
17%

‘ Executive . Non-Executive () Senior Management . Management

Employee Breakdown by Age and Employment Category

| -

<30 Years 30-50 Years Above 50 Years

@ cExecutive @ Non-Executive () Senior Management @® Management
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COMMUNITY ENGAGEMENT
GRI 413-1

As a responsible corporate citizen, the REIT recognises that we will feel enriched when those around us thrive. We have a duty to
maintain the highest standards of social responsibility and integrity as an employer. This reporting period, the REIT collaborated
with various organisers, including Non-Governmental Organisation (NGO), to make a positive contribution to the society in which
we operate.

- —

e ~

| MANISNYA ) 1"
' RAYTA . b _ The organisers collaborated with
AL e f b, i the management of Pasaraya
3 Komuniti @ Mart Kempas to
contribute by providing
" assistance in the purchase of
clothes, along with preparation
needs for Hari Raya for 40 Asnafs
~ selected from the residents of
Taman Cempaka Flat.

Contribution (RM)
600.00

A total of 40 asnaf y
students from Taman Civil Defence Force (MCDF)
Cempaka Religious School of Kulai District, Johor was

h ; iven to flood victims.
received the donation. Contribution (RM) 9 Contribution (RM)

350.00 500.00

\

B
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ENVIRONMENTAL STEWARDSHIP

Climate Change

GRI 302-1 | 302-3 | 302-4 | 305-2

Al-Salam REIT is committed to environmental sustainability and value creation as an asset manager. By leveraging technologies
and analytics in optimising the usage of energy, water and waste management across our properties, we believe that we can
manage our business more efficiently, and create long term value for all stakeholders.

We are committed to address climate change risks through the reduction of its energy consumption. Improving energy efficiency
represents the largest and most cost-effective way to mitigate those emissions.

Electricity Consumption (kWh)

Property
FY2020 FY2021 FY2022
KOMTAR JBCC 10,324,949 6,440,924 11,344,777
Menara KOMTAR 3,107,000 2,883,000 2,746,000
Pasaraya Komuniti @Mart Kempas 933,162 891,580 1,042,535
Building Energy Index,kWh/sq.ft
12,000,000 @ KOMTAR
JBCC
M
@ o
@ oMart
Kempas
8,000,000
6,000,000
4,000,000
2,000,000
FY2020 FY2021 FY2022
Building Energy Index (BEI)
Property
FY2020 FY2021 FY2022
KOMTAR JBCC 25.7 16.0 28.2
Menara KOMTAR 19.3 18.0 17.1
Pasaraya Komuniti @Mart Kempas 9.5 9.1 10.6
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Building Energy Index (kWh/m?)

30 @ KOMTAR
JBCC
@ Menara
25 KOMTAR
. @Mart
Kempas
20
15
10
5
0
FY2020 FY2021 FY2022

The REIT has also calculated its Scope 2 GHG emissions for the past three (3) years using electricity data.

Scope 2 Emissions (tCO2e)

Property
FY2020 FY2021 FY2022
KOMTAR JBCC 6040.10 3767.94 6636.69
Menara KOMTAR 1817.60 1686.56 1606.41
Pasaraya Komuniti @Mart Kempas 545.90 521.57 609.88
Scope 2 Emission (tCO,e)
8000 @ KOMTAR
JBCC
7000 @ Menara
KOMTAR
6000 @ oMart
Kempas
5000
4000
3000
2000
1000
FY2020 FY2021 FY2022
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Recognising the impact of climate change on properties, we continue to explore new opportunities to implement climate change

mitigation measures. To manage its impact on climate change, the REIT has installed solar panels in Pasaraya Komuniti @Mart
Kempas.

A revenue meter has been installed to record the electrical energy generated by the solar PV system and it is directly connected
to the property which means any electricity generated will be utilised first. Starting from July 2022 to Dec 2022, Pasaraya
Komuniti @Mart Kempas has generated a total of 191,865.80 kWh of renewable electrical energy with the significant reduction in
generated renewable energy recorded in December due to disconnected coverage.

Renewable Electricity Generated, kWh

36,045.10

In line with our commitment to deliver lifelong value to our communities, we are exploring ways to encourage green mobility
through the installation of electric vehicle charging bays at KOMTAR JBCC's car park.
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Waste And Effluent Management
GRI 306-2 | 307-1

The waste most commonly associated with the properties is municipal waste produced by users and occupants, such as domestic
and food waste. From the environmental point of view, poor waste management, ranging from non-systematic segregation to
illegal disposal leading to air pollution, water and soil contamination poses serious risk to the environment and human health.

We strongly believe in our responsibility and role in managing the well-being of the environment and community. Thus, we
remain committed in managing waste generated from our operations according to local waste regulations. We are determined
to minimise negative impacts to the environment and human wellbeing through responsible waste and e-waste management
efforts. The REIT has hired authorised contractors to collect and dispose of waste at all of its properties in compliance with
applicable regulatory regulations.

The REIT is aware that tracking and recording the quantity of waste produced by properties is a key component of managing
waste effectively, but it has not yet taken any steps in that direction.

Water Management
GRI 303-5

Al-Salam REIT is committed to reducing water usage and preventing water pollution at all of its properties. The solutions it has
implemented today for water resource protection and waste management will benefit the long-term health and well-being of the
REIT's employees, tenants and communities. Within its properties, the REIT has in place various initiatives that support our goal of
monitoring and minimising the amount of water we consume across our operations. These initiatives also identified the improper
use of water to be a major impact associated with operations.

Raising awareness of responsible water usage among tenants, customers/shoppers, service providers, and cleaners is the REIT's

strategy for managing water within its property portfolio. Posters displayed throughout restrooms, common spaces, and food
courts raise awareness.

Water Consumption, m3

Property
FY2020 FY2021 FY2022
KOMTAR JBCC 87,426 70,644 85,792
Menara KOMTAR 21,703 19,013 132,143
Pasaraya Komuniti @Mart Kempas 24,815 32,326 38,647
Water Consumption (m?3)
150,000 @FY2020
) FY2021
120,000 @ FY2022
90,000
60,000
30,000

KOMTAR JBCC Menara KOMTAR @Mart Kempas
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Water Use Intensity, m3/m2

Property
FY2020 FY2021 FY2022
KOMTAR JBCC 0.22 0.18 0.21
Menara KOMTAR 0.14 0.12 0.82
Pasaraya Komuniti @Mart Kempas 0.25 0.33 0.39
Water Use Intensity (m*/m?)
1.00 @rFY2020
@ FY2021

08¢ @ FY2022

0.6¢

04e¢

0.2¢

0 e ‘ ‘ .

KOMTAR JBCC Menara KOMTAR @Mart Kempas
CONCLUSION

The Path Ahead

As the world gradually recovers from the COVID-19 pandemic, the REIT will adapt and remain resilient in the face of the
new challenges and opportunities of the coming years. We remain focused on advancing our sustainability journey through
implementing sustainable practices and managing ESG risks and opportunities. Through this, we strengthen our ESG performance
whilst sustaining positive economic growth and delivering value to stakeholders.
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GRI CONTENT INDEX

GRI Indicator Content of Disclosure Page Number
General Disclosures
102-1 Name of the organisation 84
102-4 Location of operations 86
102-8 Information on employees and other workers 102
102-16 Values, principles, standards and norms of behaviour 96 - 98
102-17 Mechanisms for advice and concerns about ethics 96 - 98
102-18 Governance structure 90
102-32 Highest governance body’s role in sustainability reporting 20
102-40 List of stakeholder groups 91
102-43 Approach to stakeholder engagement 91
102-44 Key topics and concerns raised 91
102-46 Defining report content and topic boundaries 84 - 86
102-47 List of material topics 92
102-50 Reporting period 84
102-55 GRI Content Index 109
103-2 Management approach Throughout
Eonomic
201-4 Financial assistance received from government 98
203-1 Infrastructure investment and services supported 98
204-1 Proportion of spending on local suppliers 99
205-1 Operations assessed for risks related to corruption 97-98
205-2 Communication and training about anti-corruption policies and procedures 97-98

302-1 Energy consumption within the organisation 104
302-3 Energy intensity 104
302-4 Reduction of energy consumption 104
303-5 Water consumption 107
305-2 Energy indirect (Scope 2) GHG emissions 105
306-2 Management of significant waste-related impacts 107
307-1 Non-compliances to environmental law and regulation 107
social
401-1 New employee hire and employee turnover 101
401-2 Benefits provided to full-time employees that are not provided to temporary or part-time 101
employees
403-1 Occupational Health and Safety management system 100
403-2 Hazard identification, risk assessment, and incident investigation 100
403-4 Worker participation, consultation, and communication on occupational health and safety 100
404-1 Average hours of training per year per employee 101
404-2 Programmes for upgrading employee skills and transition assistance programmes 101
405-1 Diversity of governance bodies and employees 102
413-1 Operations with local community engagement, impact assessments, and development 103
programs
419-1 Non-compliance with laws and regulations in the social and economic area 99-103
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CORPORATE GOVERNANCE
OVERVIEW STATEMENT

INTRODUCTION

This Corporate Governance ("CG") Overview Statement sets out the principal features of the Group’s corporate governance
approach, summary of corporate governance practices during the year under review as well as key focus areas and future
priorities in relation to corporate governance.

The Board has been guided by the Malaysian Code on Corporate Governance (“MCCG") in its implementation of CG practices while
ensuring compliance with the Main Market Listing Requirements ("MMLR") of Bursa Malaysia Securities Berhad, the Guidelines for
Listed REITs, Bursa Malaysia Corporate Governance Guide 28 April 2021, and Companies Act 2016.

The Board also monitors developments in industry practice and other relevant regulations and statutory requirements, best
practices and guidelines so as to provide a detailed articulation on the application of the Group’s corporate governance practices
vis-a-vis the MCCG.

The Corporate Governance Report is available on the Group’s website at www.alsalamreit.com.my as well as via an announcement
on the website of Bursa Malaysia. This Corporate Governance Overview Statement should also be read in tandem with the other
statements in the Integrated Report namely, the Statement on Risk Management and Internal Control ("SORMIC"), Audit and Risk
Committee Report, and Sustainability Statement.

The CG Overview Statement provides a summary of the Company’s CG practices during the financial year, with reference to the
following 3 principles:

« Principle A: Board Leadership and Effectiveness;
+ Principle B: Effective Audit and Risk Management; and
+ Principle C: Integrity in Corporate Reporting and Meaningful Relationship with Stakeholders.

CORPORATE GOVERNANCE FRAMEWORK

The governance structure of the Company where the responsibilities of the Board are delegated to the relevant Board Committees
and the Management of the Company is illustrated below:

BOARD OF DIRECTORS

------ Company Secretaries & Registrar

Compliance Officer

BOARD NOMINATION
AND REMUNERATION
COMMITTEE

BOARD AUDIT AND RISK BOARD INVESTMENT
COMMITTEE COMMITTEE

External Auditor
Internal Auditor

Enterprise Risk
Management Committee

CHIEF EXECUTIVE OFFICER

Finance Committee

Property Management Committee

Management Committee

Procurement/ Tender Committee
(Funds) (outsourced)
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PRINCIPLE A: BOARD LEADERSHIP AND EFFECTIVENESS

In its deliberation and review of the CG Overview Statement, the Board is satisfied that the practices set out in the MCCG as
defined in the MCCG, in all material respects, have been applied to achieve the intended outcomes for the financial year under
review except for the practices mentioned below:

Practice 5.9 : The board comprises at least 30% women directors.

A female Director, Lailatul Azma binti Abdullah was appointed as Independent Non-Executive Director
on 16 December 2022.

The board will continue to scout for women directors to sit on board in the coming years, taking into
account diverse perspectives and insights based on the candidate’s integrity, independence, diversity
in terms of age, gender, cultural background and experience, leadership and ability to exercise sound
judgement

Practice 8.1 : There is detailed disclosure on named basis for the remuneration of individual directors. The
remuneration breakdown of individual directors includes fees, salary, bonus, benefits in-kind
and other emoluments

The remuneration of the directors is paid by the Company and not by the Fund.

However, the Board ensures that the remuneration policy takes into account the demands,
complexities and performance of the Company as well as skills-set and relevant experiences
required. For Independent Directors, the Board ensures that the remuneration does not conflict with
their obligation to bring objectivity and independent judgment on matters discussed at the Board
meetings.

Practice 8.2 : The board discloses on a named basis the top five senior management’s remuneration
component including salary, bonus, benefits in-kind and other emoluments in bands of
RM50,000.

The Board is of the view that such disclosure may not be in the best interest of the Company due to
confidentiality and security concerns, for example, vulnerability of these personnel being poached by
competitors as well as potential disgruntlement amongst the personnel concerned when they note
how much their fellow colleagues are drawing, notwithstanding that the disclosure is in bands of
RM50,000 each.

The details on the extent of the application of each CG practice as set out in the MCCG including the explanation for non-
adoption of or departure from the abovementioned practices, are available in the CG Report for the financial year ended 31
December 2022.
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PRINCIPLE B: EFFECTIVE AUDIT AND RISK MANAGEMENT

The Board Audit and Risk Committee (BARC)
The Board Audit and Risk Committee ("BARC") is chaired by an Independent Non-Executive Director and consists of another
Independent Non-Executive Director and a Non-Independent Non-Executive Director.

The composition of the BARC, its duties and responsibilities as well as details of meetings attended by each member can be found
in the Terms of Reference of the BARC, which is available on the website of Al-Salam REIT at www.alsalamreit.com.my.

The BARC assists the Board in carrying out its duties and responsibilities in fulfilling its responsibility for oversight with respect

to ensuring the integrity of the Company’s financial statements, the performance of the Company’s independent auditors and
internal audit function, risk management practices, and internal control of the company.

The Enterprise Risk Management Committee (ERMC)

The Enterprise Risk Management Committee ("ERMC") is a management Committee established at the Company Level to identify
potential events that may affect the Fund and the REIT Manager adversely, and systematically manage risk within its risk appetite,
to provide reasonable assurance regarding the achievement of strategic objectives.

ERMC also supports the BARC in fulfilling its oversight responsibilities with respect to ERM Policy & Framework and its processes,
including risk assessment on key strategic, financial, operational and compliance risks.

Other responsibilities of the ERMC include:

(a) To coordinate the development of risk management policies and procedures and its initiatives to ensure an effective
ERM framework is in place;

(b) To review and deliberate risk reports and, where applicable, recommend mitigation strategies for implementation;

() To provide regular updates to the BARC on respective mitigation measures and action plans relating to the respective
residual risk profile and ERM initiatives;

(d) To monitor, develop, review, assess and recommend to BARC on risk management strategies, policies and risk tolerance
limits.
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Oversight and Assessment of the Suitability and Independence of External Auditors

The Board has established a transparent relationship with the Company’s External Auditors and Internal Auditors via the BARC
who has explicit authority to communicate directly with them. The External Auditors confirmed to the BARC of their independency
at each financial year and during their presentation of relevant audit Memorandum.

The Board considered the suitability and independence of the External Auditors during the discussion of the Group Audit Plan
for the financial year ended 31 December 2022. The factors that take into account including the adequacy of experience and
resources of the firm and professional staff assigned to the audit and the level of non-audit services to be rendered by the
External Auditors to the Group for the financial year under review.

The BARC had conducted an annual assessment of the timeliness, competence, audit quality and resource capacity of the external
Auditor in relation to the audit, the nature and extent of the non-audit services rendered and the appropriateness of the level
of fees.

The BARC had also obtained assurance confirming that the External Auditors are independent in accordance with the terms of
all relevant professional and regulatory requirements.

Risk Management and Internal Control

The Board has the oversight responsibility of the adequacy and effectiveness of the Manager’s system of internal controls which
comprises the governance, risks and controls aspects. The Board believes that effective maintenance of the system is important
to help the Fund to achieve its various objectives at many levels and having considered the risks that the Fund faces whilst
balancing out the interest of its many stakeholders and protecting the assets and investments.

The Board fulfils its oversight function of risk management and internal control system via the BARC. The Enterprise Risk
Management (“ERM”) Policy & Framework provides guidance to both the Board and Management on the risk management
reporting structure and governance, processes, assessment methodologies and tools.

The Management of key operating companies adopt and apply the prescribed methodologies to identify, evaluate, treat, control,
track and report the Strategic and Business, Financial, Compliance and Operational Risks based on the risk appetite set. In addition
to the ERM Policy & Framework, the Manager has in place an approved Compliance Framework for management of Compliance
Risks which are recognised as part of Operational Risks under the ERM Policy & Framework.

The Internal Audit Function which was outsourced to PKF Risk Management Sdn Bhd who assesses and reports the adequacy and
effectiveness of the governance, risk management and internal control system whilst provide confirmation of the effectiveness of
internal control and risk assessment process by the heads of departments.

An overview of the Board’s responsibility and descriptions of the key components of system of internal control which include the
conduct of reviews by the Internal Audit Function, risk management and compliance management is set out in the SORMIC on
pages 132 to 140 of this Annual Report.

Internal Audit and Assurance

The Board has established an Internal Audit Function to provide assurance on the effectiveness of risk, control and governance
processes. Oversight of the Internal Audit Function is delegated to the BARC to ensure that there are sufficient resources and
internal audits are carried out objectively, effectively and independently.

The Internal Audit Function is outsourced to a team of competent and qualified auditors at PKF Risk Management Sdn Bhd,
who reports directly to the BARC. The Internal Auditors attended all meetings of the BARC during the financial year. The BARC’s
reviewed the scope of work and reports by the Internal Auditors and a detailed description of the Internal Audit Function is
provided in the BARC Report on pages 118 and 123 of this Annual Report.

The Internal Audit Function discharges its duties in accordance with internationally recognised framework and guidelines as
described on page 139 in the SORMIC and page 121 in the BARC Report of this Annual Report, respectively.
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PRINCIPLE C: INTEGRITY IN CORPORATE REPORTING AND MEANINGFUL RELATIONSHIP WITH STAKEHOLDERS
Communication with Stakeholders

The Board believes in providing prompt and accurate disclosure of material information to unitholders. The Board believes that
regular engagements will enhance stakeholders’ understanding and appreciation of the Fund’s business strategies, financial
performance, current initiatives and prospects of the business. Effective, transparent and regular communication with stakeholders
are in line with disclosure obligations as per the MMLR.

Stakeholders Engagement and initiatives
Investment Community - Statutory announcement
(Unitholders, Analysts, Fund Managers) « Annual General Meeting

+ Roadshow

« Investors and analysts briefing
Corporate website

+  Social media

B

Media « Media interview
@ « Media release
c.%}:; - Corporate website
=i +  Social media
Government, local authorities and regulators « Engagement meeting
- Consultation paper
@ - Engagement through MRMA
- Maintain rapport with local authorities
Tenants and lessees +  Periodic meeting
«  Survey and feedback
+ Rental support programme
«  Marketing support and promotional activities
Suppliers and contractors «  Request for proposal
ELE « Tender interview

« Regular meetings
«  Supplier evaluation and audit

Employees « Townhall
«  Employees engagement dialogue
- Survey and feedback

[ 1] .
«  Performance appraisal
« Recreational activities
«  Flexible work arrangement
«  Upskilling and reskilling programmes
Communities «  Customers’survey and feedback
ﬁﬁg - Social media
= = .
asa CSR programme

+ Loyalty programme
«  Stringent operational and safety requirements
« SOPs during MCOs

The Manager is highly committed to ensure that relevant and material corporate information is shared with the Fund’s unitholders
and investing community effectively. The Manager maintains a corporate website, www.alsalamreit.com.my to disseminate up-
to-date and historical information and enhance its investor relations practices. The Investor Relations section on the website
provides investor-related information such as financial information, announcements released to Bursa Securities, general meetings
materials, circulars and distribution information. Stakeholders will also have access to corporate governance information including
but not limited to the Board Charter, Terms of Reference, Whistleblowing Policy and Anti-Bribery & Corruption Policy.

The Manager has in place the Investor Relations team to facilitate effective communication with unitholders, analysts, fund

managers and media. The email address, name and contact number of the Manager’s designated person also available in the
Fund'’s website to enable the public to forward queries relating to The Fund to the Manager.
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CONDUCT OF GENERAL MEETING

The Annual General Meeting is a vital platform for dialogue and interaction for effective communication and proactive engagement
between the Board and unitholders of The Fund. As the avenue for dialogue, unitholders are encouraged to participate in raising
questions and concerns relating to The Fund, exercising their rights relating to resolutions tabled and appointing proxies as per
the unitholder’s discretion.

A copy of the Annual Report and the relevant Circular to unitholders, including the notice of meeting were made available to
unitholders before the 7" AGM. The notice of meeting was also advertised in the local daily newspapers and announced to Bursa
Securities via Bursa LINK. An Administrative Guide, which furnished useful information regarding the conduct of the 7" AGM,
together with the explanatory guide to the use of the electronic polling process were given to the unitholders in advance.

The 7" AGM was held at the broadcast venue with restricted numbers in physical attendance to observe the requirements under
SC’s Guidance Note and Frequently Asked Questions on Conduct of General Meetings for Listed Issuers. The Fund has conducted
its 7th AGM on a fully virtual basis via live streaming and online remote voting on 20 April 2022. The Broadcast Venue of the 7
AGM at the Manager’s corporate office was strictly for the purpose of complying with Section 327(2) of the Companies Act, 2016
which requires the Chairman of the meeting to be at the main venue. No Unitholders/Proxy(ies) was allowed to be physically
present at the Broadcast Venue on the day of the 7" AGM.

The voting of all resolutions set out in the notice of the 7" AGM was conducted by poll in accordance with Paragraph 8.29A of
Bursa Malaysia Securities Berhad MMLR. Mega Corporate Services Sdn. Bhd. Was appointed Poll Administrator to conduct the poll
by way of electronic voting and Cygnus IT Solutions PLT as Independent Scrutineers to verify the poll results.

All Directors of the Manager were present at the 7" AGM to engage with unitholders. Besides, the Trustee, the Management Team,
external auditors and the advisers were in attendance to address questions or concerns raised by unitholders. The Chairman of the
meeting presented the progress and performance of the business and encouraged unitholders to participate in the Question &
Answer session.
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The BARC plays a major role in corporate governance regarding the organisation’s direction, control, and accountability. The
BARC is set up with the primary objective to assist the Board of Director in carrying out its duties and responsibilities in fulfilling
its responsibility for oversight with respect to ensuring the integrity of the Company’s financial statements, performance of the
Company'’s independent auditors and internal audit function, risk management practices and internal control of the company.

As a representative of the board of directors and main part of the corporate governance mechanism, the BARC is involved in the
organisation’s both internal and external audits, internal control, accounting and financial reporting, regulatory compliance, and
risk management

COMPOSITION
In line with the requirements of Paragraph 15.09(1)(a) and (b) of the MMLR, the composition of the BARC is as follows:

Members
1. Abdullah bin Abu Samah
Chairman/Independent Non-Executive Director

2. Dato' Wan Kamaruzaman bin Wan Ahmad
Independent Non-Executive Director

3. Datuk Sr Akmal bin Ahmad
Non-Independent Non-Executive Director

Secretaries
1. Nuraliza binti Abd Rahman
2. Rohaya binti Jaafar

The BARC members are appointed by the Board and consist of not less than 3 members, all of whom shall be non-executive
Directors with a majority of them being independent Directors. The Board elects a chairman who is an independent Director and
who is not the chairman of the Board. The composition of the BARC shall fulfill the requirements as prescribed in the Listing
Requirements.

The Board of Directors, via the Board Nomination and Remuneration Committee ("BNRC"), annually reviews the terms of office
and performance of the BARC and its members through an effectiveness evaluation exercise. The BNRC assessed the BARC's
performance for the financial year ended 31 December 2022 and was satisfied that the BARC and its members have discharged
their functions, duties, and responsibilities in accordance with the BARC's Terms of Reference.
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MEETINGS AND ATTENDANCE
Number of Meetings Held and Details of Attendance

The BARC meets at quarterly intervals or such other intervals as the Committee shall decide.

The BARC held four (4) regular meetings and two (2) special BARC meetings during the financial year ended 31 December 2022
which were attended by all members.

During the financial year, the details of attendance are as follows:-

BARC Members Date of Meetings
0

16 Dec 2022

1 Abdullah bin Abu Samah

2 Dato' Wan Kamaruzaman bin
Wan Ahmad

3 Datuk Sr Akmal bin Ahmad

I
v
v
v

ANIRNIAN
ANIRNIAN
NIRSAS
NIRNIAN

Terms of Reference

The duties and responsibilities of the BARC are set out in its Terms of Reference which is accessible in the Corporate Governance
section, on the website at www.alsalamreit.com.my.

SUMMARY OF WORK CARRIED OUT DURING THE FINANCIAL YEAR

The BARC shall meet at least 4 times annually and the Internal Auditor, the Head of Finance and the Head of Compliance and
Risk shall attend the meetings. Relevant members of Senior Management shall be invited to attend these meetings to assist to
clarify matters raised at the meetings. A majority of independent Directors present shall form a quorum.

The BARC shall meet with the External Auditors without the executive Board members and Management being present at least
twice a year.

Meeting papers were circulated to all the BARC members prior to the meetings by way of electronic means. Minutes of each BARC
Meeting was recorded and tabled for confirmation and adoption at the next BARC Meeting and subsequently presented to the
Board for approval and notation. The Chairman of the BARC shall report on each meeting to the Board.

The BARC carried out the following work during the financial year ended 31 December 2022 in the discharge of its functions
and duties:-

Overseeing Financial Reporting

(a) Reviewed the audited financial statements of the REIT Manager and the Fund REIT for the financial year ended
31 December 2022 (“FYE2022"), which were prepared in accordance with the Trust Deed, the applicable Securities
Commission Malaysia (“SC”) rules and guidelines, Malaysian Financial Reporting Standards and Malaysian Financial
Reporting Standards ("MFRS"), prior to recommending the same to the Board for approval. The audited financial
statements of the REIT for FYE2022 were issued and circulated to the Unitholders in line with the prescribed
requirements.

At the meeting held on 31 Jan 2023, the External Auditors presented to the BARC the results of the FYE2022 audit
conducted on Al-Salam REIT where significant audit matters listed below are discussed:

i Valuation of investment properties

ii. Recognition of deferred tax on investment properties

iii. Expected credit losses of trade receivables

iv. Going concern considerations
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(b) Reviewed at every quarterly meeting held in FYE2022, the quarterly financial results for public release to ensure
adherence to legal and regulatory reporting requirements before recommending the same to the Board for approval.
The first, second, third and fourth quarters of the quarterly results for the financial year ended 31 December 2022
were reviewed at the BARC meetings held on 18 May 2022, 18 August 2022, 16 November 2022 and 31 January 2023,
respectively.

() Reviewed and discussed with Management the quarterly management accounts, taking into consideration that the
necessary processes and controls are in place in the preparation of the financial reports.

(d) Reviewed, at each quarterly meeting, the income distributions of the Fund which were made in accordance with the
distribution policy, in order to ensure the adequacy of the realised income for each distribution prior to recommending
the proposal to the Board.

(e) Kept abreast on the application of the new accounting standards, i.e. MFRS

(f) The BARC was satisfied that adequate impact assessment had been carried out by Management and the accounting
policies as shown below had been appropriately updated in the financial statements of the Fund for FYE2022.

Effective for

annual period

beginning on

Description or after
Amendment to MFRS 16 Leases: Covid-19 Related Rent Concessions beyond 30 June 2021 1 April 2021
Annual improvements to MFRS Standards 2018 - 2020 1 January 2022
Amendments to MFRS 3: Reference to the Conceptual Framework 1 January 2022
Amendments to MFRS 116: Property, Plant and Equipment - Proceeds before Intended Use 1 January 2022
Amendments to MFRS 137: Onerous Contracts - Cost of Fulfilling a Contract 1 January 2022

External Audit

(a)

Reviewed and discussed with External Auditors the audit planning memorandum covering the audit objectives and
approach, audit plan, key audit areas and relevant technical pronouncements and accounting standards issued by MASB,
and regulating requirements applicable to the REIT; and the processes and controls in place to ensure effective and
efficient financial reporting and disclosures under the financial reporting standards.

Reviewed and discussed with External Auditors the results of the audit and the audit report in particular, significant
accounting matters arising from the external audit and their opinion on the financial statements.

Reviewed with External Auditors the memorandum of comments and recommendations arising from their study and
evaluation of the system of internal and accounting controls together with Management’s response to the findings of
the External Auditors and ensured where appropriate, that necessary corrective actions had been taken by Management.

Evaluated the performance and assessed the suitability, objectivity and independence of the External Auditors during
the year in accordance with the policies and procedures in place, vide a set of questionnaires covering the calibre
of the external audit firm; quality of processes and performance; skills and expertise including industrial knowledge;
independence and objectivity; audit scope and planning; audit fees; and their communications with the BARC. The
BARC had received from the External Auditors written confirmation on their independence and which disclosed their
policies on independence, safeguards, and procedures to address threats or perceived threats to their independence
and objectivity, and that they were in compliance with the independence requirements set out in the By-Laws (On
Professional Ethics, Conduct and Practice) of the Malaysian Institute of Accountants.

Having satisfied with the performance and the assessment on the External Auditors’ suitability, objectivity and
independence, recommended to the Board the re-appointment of the External Auditors and their remuneration.

Reviewed and approved the non-audit fees in respect of services rendered by the External Auditors. The non-audit fees
for the financial year ended 31 December 2022 amounted to RM50,000.

Met with the External Auditors without executive Board members and Management on 26 January 2022 to discuss
matters in relation to their review.
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Reviewed the SORMIC which provided an overview of the state of internal controls prior to the Board’s approval for
inclusion in the Annual Report. The SORMIC which had been reviewed by the External Auditors is set out on pages 132
to 140 of this Annual Report.

Reviewed the effectiveness of the internal audit function through evaluation of its performance and competency, and
monitoring the sufficiency of resources and costs, to ensure that it has the required expertise and professionalism to
discharge its duties

Internal Audit

(a)

(9)

Provided input on key areas to be included as part of the annual Internal Audit Plan. Deliberated the risk-based Internal
Audit Plan to ensure adequate scope and comprehensive coverage of business activities, prior to recommending to the
Board for approval.

Monitored the progress of the approved Internal Audit Plan, including the status of the planned reviews and approved
changes to the Internal Audit Plan due to changes in business and/or risk environment

Reviewed and deliberated on internal audit reports, the audit recommendations and adequacy of Management’s response
to these recommendations. Significant issues were discussed at length with the presence of relevant Management team
members to ensure satisfactory and timely remediation actions have been committed by Management to address
identified risks.

Monitored the implementation of corrective action plans agreed by the Management on outstanding audit findings on
a quarterly basis to ensure that all actions have been implemented on a timely basis in the related areas

Discussed with the Compliance & Risk Department, to provide assurance of the soundness of internal control systems
and activities of the REIT and the REIT Manager.

Reviewed the effectiveness of the internal audit function through evaluation of its performance and competency, and
monitoring the sufficiency of resources and costs, to ensure that it has the required expertise and professionalism to
discharge its duties

Reviewed the SORMIC which provided an overview of the state of internal controls prior to the Board’s approval for
inclusion in the Annual Report.

The BARC was satisfied that the system of risk management and internal control as described in the Statement on Risk Management
and Internal Control, was sound and effective, providing reasonable assurance that the structure and operation of controls were
appropriate for the REIT's operations. The BARC also acknowledged that implementation measures were continuously taken
to strengthen the system of risk management and internal control so as to safeguard the interests of stakeholders including
shareholders’ investments, and the REIT’s assets.

Risk Management and Internal Control

(a)

(b)

Reviewed quarterly top risk profiles which covers Strategic, Finance, Operational and Compliance Risks and deliberated
on the significant threats and opportunities, including status and adequacy of mitigation strategies.

Discussed the improvements to the Enterprise Risk Management framework and process to ensure proactive and holistic
risk identification, and monitoring of mitigation actions to reduce risk impact to an acceptable level.

Reviewed the status of the planned mitigation actions developed from the results of the Compliance risk assessment
performed in 2022.

Evaluated the overall adequacy and effectiveness of internal controls through review of the work performed by both
internal and external auditors, other assurance providers and through discussions with Management

Ensures appropriate controls are in place in management of the Fund, that the Manager has a well defined organisational
structure with clear lines of responsibility and a comprehensive reporting system and adequate procedures in financial
reporting, risk management, internal control and are in place. Further details in respect of risk management and internal
controls are set out on pages 132 to 140 (SORMIC of this Annual Report). Details in respect of the principal risks and
uncertainties are set out on pages 57 to 58 under Management Discussion and Analysis.

Reviewed and deliberated on four frameworks relating to compliance and internal controls and recommended to the
Board the implementation of the frameworks and policies put forward by the Management, listed as below:
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1 Limit of Authority 1 Mar 2022 «  Changes in limit of authority in small spending
1 Dec 2022 « Mandate delegated to the CEO by the Board
2 Occupational and Safety (OSH) Policy | 2 Mar 2022 (new)
No-Gift No-Entertainment Policy 2 Mar 2022 (new)
4 Whistleblowing Policy (Revised) 2 Mar 2022 (rev 1) « Alignment of policy and procedures to those of the
JCorp Group
Fixed Asset Policy & Procedure 6 Sept 2022 (new)
6 Internal Control Policy & Procedures 6 Sept 2022 (rev 4) «  Editorial changes due to the latest issuance of Main
Manual Market Listing Requirements, Guidelines to Listed REITs
and MCCG
7 DRMSB Procurement Policy 6 Sept 2022 (rev.2) «  Conditions allowed under direct negotiation with
1 Dec 2022 (rev 3) respect to awarding of a contract
« Toincorporate ESG elements in Vendor Assessment/
Evaluation to reflect the changes in the Bursa Sustaina-
bility Reporting Guide
Fit & Proper Policy 1 Dec 2022 (new)
ERM Policy and Framework 1 Dec 2022 (rev 4) « Re-classification of Risk Category to include ESG Risks,
Market Risks and Partnership Risks
19 | Investment Policy 1 Dec 2022 (rev 2) « Incorporation of ESG elements into the Investment Policy

Compliance

(a) Monitored and reviewed the status and outcomes of the Quarterly Compliance Report which seek to identify gaps in
compliance with regard to applicable laws, regulations, codes, standards, policies and procedures and discussed the
adequacy of measures to address such gaps or non-compliance.

(b) Deliberated on the results of compliance cases and directed Management to implement and/or enhance controls to
prevent a recurrence, including conducting education programmes to increase awareness.

() Received updates on the directorships and shareholdings held by the Directors of the Company and persons connected
with them in accordance with Section 221 of the Companies Act, 2016 on a annual basis. These disclosures enabled an
assessment of the potential or actual conflicts of interest which may arise in relation to Related Party Transaction ("RPT")
or Recurrent Related Party Transaction ("RRPT").

(d) Monitored the status of internal misconduct cases reported to Board and BARC on a quarterly basis, including on-going

investigations, in accordance with the Code of Conduct and Business Ethics ("CoBE").

Ensured that the Declaration of Directors' Interests in Securities and disclosures of conflict of interest situation(s) in
all Board level meetings, are documented and minuted accordingly in the minutes of meeting. The Committee took
note that there was no management conflict of interest situations for operational matters (including any transaction,
procedure or course of conduct) as reported by the Chief Executive Officer.

Review of RPT and RRPT of a Revenue or Trading Nature & Conflict of Interest Situations

(a)

Reviewed related party transactions entered into by the REIT and ensured that the transactions undertaken were in
the best interest of the REIT/ unitholders, fair, reasonable and on normal commercial terms, and not detrimental to the
interest of the minority shareholders, and recommended the same for approval of the Board.

Reviewed the annual Shareholders’ Mandate in relation to recurrent related party transactions of a revenue or trading
nature for Shareholders’ approval to undertake transactions that are recurrent, of a revenue or trading nature and which
are necessary for the day-to-day operations of the REIT with related parties (“RRPTs").
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(c) Ensured that the review procedures were sufficient to ensure that the RRPTs were not more favourable to the related
parties than those generally available to the public and were not to the detriment of the minority shareholders and that
the REIT Manager had in place adequate procedures and processes to monitor, track and identify RRPTs in a timely and
orderly manner, and such procedures and processes were reviewed on a yearly basis or whenever the need arose.

(d) Reviewed RRPT on a quarterly basis. The Management had given assurance to the BARC that related party transactions and
mandate for RRPT were in compliance with the Listing Requirements and policies and procedures.

Other Activities

Reviewed and recommended to the Board, for inclusion in the Annual Report:

. The BARC Report

. Corporate Governance Overview Statement

. Corporate Governance Report

. Statement on Risk Management and Internal Control

SUMMARY OF MEETINGS IN THE YEAR

Items discussed 13 April 2022 | 18 May 2022 | 18 Aug 2022 | 16 Nov 2022

(Special)

Financial Reporting

Full year results (2021)

Interim results

Consideration of new accounting standards
MFRS9, MFRS139 and MFRS 7, MFRS 4 and
MFRS 16 (FYE 2021)

Internal audit

Internal audit plan

Internal audit reports (Al-Salam)

Internal audit effectiveness and independence

External audit

External audit plan

External audit reports (FYE 2021)

External audit effectiveness and independence

Risk
Risk Registers

RRPT

Quarterly Review

Annual Report
Review of SORMIC and BARC Report (FYE 2021)

Other Matters

Review of Policies and Frameworks

Evaluation and Review of Outsourced Activities
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The Board Investment Committee (“BIC”" or the “Committee”) plays a pivotal role in evaluating all investment opportunities and to
make recommendations to the board with regard thereto. The responsibilities include reviewing, assessing and deciding on the
escalation of proposals relating to asset investment (acquisition and disposal), asset management and fund-raising exercises to
be undertaken by the REIT to the Board and Trustee for approval.

COMPOSITION

In line with the recommendation of Chapter 6 of the Guidelines on Real Estate Investment Trusts of Securities Commission
Malaysia, the composition of the BIC is as follows:

Members

1. Datuk Wan Kamaruzaman Wan Ahmad
Chairman/Independent Non-Executive Director

2. Abdullah Abu Samah
Independent Non-Executive Director

3. Shamsul Anuar bin Abdul Majid
Non-Independent Non-Executive Director

Secretaries
1. Nuraliza binti Abd Rahman
2. Rohaya binti Jaafar

The BIC members are appointed by the Board and consist of not less than 3 members, all of whom shall be non-executive
Directors with a majority of them being independent Directors. The Board elects a chairman who is an independent Director and
who is not the chairman of the Board. The composition of the BIC shall adhere to the recommendation as per the Chapter 6 of
the Guideline on Real Estate Investment Trusts.

The Board of Directors, via the BNRC, annually reviews the terms of office and performance of the BIC and its members through
an effectiveness evaluation exercise. The BNRC assessed the BIC's performance for the financial year ended 31 December 2022
and was satisfied that the BIC and its members have discharged their functions, duties, and responsibilities in accordance with
the BIC's Terms of Reference.

MEETINGS AND ATTENDANCE
Number of Meetings Held and Details of Attendance
The BIC meets at quarterly intervals or such other intervals as the Committee shall decide.

The BIC held four (4) regular meetings and two (2) special BIC meetings during the financial year ended 31 December 2022 which
were attended by all members.

During the financial year, the details of attendance are as follows:

BARC Members Date of Meetings

17Feb2022 | 1AAPr2022 | 0 1.v2022 | 18Aug2022
(Special)

1 Dato’Wan Kamaruzaman bin
Wan Ahmad

2 Abdullah bin Abu Samah

3 Shamsul Anuar bin Abdul
Majid

ANIRNIAN
AIRNIRN
ANIRNIAN
AR RS
ANIRNIAN
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TERMS OF REFERENCE

The BIC is responsible for fulfilling the duties ascribed to it in the BIC Term of Reference (“BIC TOR"), including those specifically
delegated to it from time to time by the Board of Directors. The duties and responsibilities of the BIC are set out in its Terms of
Reference as follows:

Objectives

(@) Making recommendations to the Board on all acquisitions, investments and disposals;

b) Making recommendations to the Board on any financing offers, capital management proposals and additional banking
facilities;

c) Reporting and recommending to the Board any corporate exercise, including the issuance of new REIT units; and

d) Making recommendations to the Board on financial budgets.

Roles and Responsibilities

Subject at all times to the provisions of the Trust Deed, and to any other regulations or resolutions that may be adopted, the
BIC is responsible for:

(a) Reviewing all proposals regarding investments, dispositions, financings (and other relevant transactions) (“strategic
transactions”)
(b) To make recommendations on any other matters to the Board of Directors;

—
n
—

To review and monitor approved strategic transactions or other matters;
Ensuring that the REIT is managed in accordance with:
its investment objectives;
« its Restated Deed;
- its Prospectus;
+ the SC Guidelines and other securities laws; and
+ the internal investment restrictions and policies.
(e) Carrying out other duties as may be determined from time to time by the Board.

g

MATTERS DISCUSSED BY THE BIC IN THE FYE 2022

The BIC has undertaken the role of reviewing, recommending and monitoring to the Board of Directors pertaining to all proposals
including strategic transactions i.e., investments in ensuring that the Fund practises sound capital preservation and safety
margin levels, maintains optimally measured risk-reward thresholds, adopts prudent but pragmatic management style and attain
adequate earnings potential and competitive advantages as well as growth.

The following are key matters discussed by the BIC during the FYE2022:

Investment (Acquisition & Disposal)

The BIC has reviewed proposals of proposed acquisitions of shariah-compliant real estate to ensure these properties have good
track record and/or good prospects of future net rental income of reasonable levels which have been shown by studies to be
competitive and located within good catchment areas. Properties to be acquired are expected to at least maintain or enhance
the earnings of the REIT fund.

The BIC has reviewed and monitor proposal of divested of properties, namely where the investments have achieved the set
targets, or have been assessed as not being able to derive any further value and or when an opportunity to maximize its value
arises before the predetermined investment time horizon or other reason that may warrant divestment. The divestment plan also
has taken into consideration the transformation in the respective industry.

Asset Management

The BIC has deliberated on proposals for asset enhancement initiatives of current properties that has the potential to further
increase its returns and expected to generate accretive returns upon further expansion. The BIC has also reviewed proposals for
repositioning of current properties within the Fund’s portfolio which do not meet certain criteria set beforehand and may require
to be recapitalised to achieve portfolio optimization goals.
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Capital Management

The BIC has reviewed funding proposals to ensure each investment made by the Fund shall have a funding structure appropriate
to the investment profile. In general, the capital structure of REIT should be financed by a combination of equity, debt and other
financing instruments.

Portfolio Monitoring

The BIC also undertook periodic monitoring on all investments including reviewing performance of the investment portfolio to
ensure consistency with Fund'’s objectives and direction and transformation in the respective relevant industries.

SUMMARY OF MEETINGS IN THE YEAR

Items discussed 17Feb2022 | 14APr2022 10,0 2022 | 18 Aug 2022
(Special)

Acquisition

Asset Management

Capital Management

Portfolio Monitoring
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The establishment of the BNRC is mandated for listed issuers under Bursa Malaysia’s Main Market Listing Requirements. The
Committee was reconstituted during the financial period ended 31 December 2022 following the change in the Board of
Directors’ composition and amendments in the MCCG 2021, which specifies that the Chairman of the board should not be a
member of the Audit Committee, Nomination Committee or Remuneration Committee.

The terms of reference can be found under Investor Relations section on the Company’s website at www.alsalamreit.com.my.

The MCCG 2021 indicates that the Board may establish and delegate part of its powers to one or more other committees, in
order to conduct certain tasks and functions expressly delegated to such committees. The committees will examine specific
topics chosen by the Board of Directors and report on them to the Board of Directors. Decision-making remains the collective
responsibility of the Board of Directors and the committee may only make suggestions to the Board of Directors.

The main purpose of the BNRC is to assist the Board of Directors, in carrying out its duties and responsibilities in fulfilling
its responsibility for oversight with respect to board composition and performance, directors’ performance and remuneration
structure that drives behaviour within the company.

COMPOSITION OF THE BNRC

In accordance with the MCCG 2021, the BNRC is composed of a minimum of three, a majority of whom must be Independent
Directors. The Committee shall appoint a Chairman amongst its members who is an Independent Director.

The Members of the BNRC consist of the following Directors:-

Datuk Hashim bin Wahir (Chairman) Independent Non-Executive Director 24 January 2022
Dato' Wan Kamaruzaman bin Wan Ahmad Independent Non-Executive Director 25 August 2020
(Member)

Abdullah bin Abu Samah (Member) Independent Non-Executive Director 10 March 2021

Secretaries
1. Nuraliza binti Abd Rahman
2. Rohaya binti Jaafar

MEETINGS HELD DURING FY 20022

The BNRC, in accordance with its regulations, meet whenever it is convened by the Board of Directors, the Committee itself, or by
its Chairman. The Committee shall meet at least two (2) times per annum and at such other times as it sees fit. During the FYE
2022 the Committee met three times.

Only members of the Committee have the right to attend Committee meetings. However, other individuals such as the CEO, the

Group Human Resources Vice President, the Head of Corporate Services (Human Resources), and external advisers may be invited
to attend for all or part of any meeting, as and when appropriate and necessary.
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The Company Secretary keeps Minutes of all BNRC meetings, which are available to all members of the Board of Directors.
The meetings held by the Committee are summarised below:

Date of Meeting | Members Present at the meeting | Secretary Other Attendees
17 June 2022 +  Datuk Hashim bin Wahir Rohaya binti Jaafar, +  Ridzuan bin Buasan, Head of Human
(Chairman) Secretary of the Company Resource, JLand Group Sdn Bhd
- Dato’ Wan Kamaruzaman bin «  Roziah binti Abu Bakar, Compliance
Wan Ahmad (Member) Officer
«  Abdullah bin Abu Samah
(Member)
1 September 2022 |«  Datuk Hashim bin Wahir Rohaya binti Jaafar, «  Ridzuan bin Buasan, Head of Human
(Chairman) Secretary of the Company Resource, JLand Group Sdn Bhd
- Dato’ Wan Kamaruzaman bin «  Roziah binti Abu Bakar, Compliance Officer
Wan Ahmad (Member) « Hamim bin Mohamed, Corporate
«  Abdullah bin Abu Samah Services (Human Resource)
(Member)
26 October 2022 |- Datuk Hashim bin Wahir Rohaya binti Jaafar, +  Ridzuan bin Buasan, Head of Human
(Chairman) Secretary of the Company Resource, JLand Group Sdn Bhd
- Dato’ Wan Kamaruzaman bin » Roziah binti Abu Bakar
Wan Ahmad (Member) « Hamim bin Mohamed, Corporate
+  Abdullah bin Abu Samah Services (Human Resource)
(Member)

ROLES AND RESPONSIBILITIES

Notwithstanding the duties assigned to it by law and other duties which may be assigned thereto by the Board of Directors, the
BNRC shall have the following basic responsibilities:

With Respect to Remuneration:

a)
b)

@)

d)

Recommend to the Board the policy for the remuneration of the Company’s Directors.

Determine the total individual remuneration package of the CEO/ Executive Director, including bonuses, share-based
incentive awards, and other elements of their remuneration;

Determine and recommend the Key Performance Indicators and/or performance score-card for the CEO and the
Company;

Ensures compliance with the Remuneration package is competitive and complies with the remuneration Policy that was
approved and ratified by the shareholders. The policy is available through the corporate web page of the Company.

With Respect to Nominations

a)

b)

Regularly review the structure, size and composition (including the skills, experience, independence, knowledge, and
diversity, including gender) of the Board and make recommendations to the Board with regard to any changes that are
deemed necessary.

Keep under review the leadership needs of the organisation, both executive and non-executive, with a view to ensuring
the continued ability of the organisation to compete effectively in the marketplace.

With Respect to Appointments to the Board
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a) Assess the qualifications, background knowledge, and experience necessary to sit on the Board of Directors, defining,
accordingly, the duties and qualifications required of the candidates to fill each vacancy, according to the Fit and Proper
Policy of the Company. The Fit and Proper Policy was approved by the Board of Directors, in the session held on 1
December 2022, following the recommendation from the BNRC. It is available through the corporate web page of the
Company.

b) Consider possible candidates to fill vacancies for the position of director, provided that the BNRC may as well
independently search for and consider alternative candidates for such position. Such Directors are, for the avoidance of
doubt, to be appointed upon a decision of the Shareholder of the REIT Manager.

Q) Examine or organize, in the manner it deems appropriate, the succession of the Chairman and CEO and, if appropriate,
make proposals to the Board of Directors for such succession to take place in an orderly and well-planned manner.

d) Ensure that due diligence is carried out on the candidate for directorship and CEO to ensure compliance with the
regulatory requirements set by the Authorities.

e) Ensure compliance with BM’s requirement towards one female presence on the Board by the end of the financial year
2022, and 30% female participation by the year 2027.

With Respect to Induction and Training

The Committee shall ensure that all new directors undertake an appropriate on-boarding Directors Programme and the Mandatory
Accreditation Programme (Bursa Malaysia) to ensure that they are fully informed about strategic and commercial issues affecting
the Company and the markets in which it operates as well as their duties and responsibilities as a director, and consider any
training requirements for the Board as a whole.

With Respect to Conflicts of Interest
The Committee shall:

a) Before the appointment of a director, require the proposed appointee to disclose any other business interests that may
result in a conflict of interest and to report any future business interests that could result in a conflict of interest;

b) Consider and, if appropriate, authorize situational conflicts of interest of directors and potential directors;

With Respect to the Board Evaluation
The Committee shall:
a) Assist the Chairman of the Board with the implementation of an annual evaluation process.

b) Review the results of the Board performance evaluation process that relate to the composition of the Board;

MATTERS DISCUSSED BY THE BNRC IN THE FYE 2022

In 2022, the BNRC, in the performance of its duties in accordance with the scope of responsibilities specified in the BNRC Charter
as approved by the Board of Directors, convened its 2 meetings to consider the significant matters and report the results to the
Board of Directors that can be summarized as follows:

a) Consideration and selection of candidates as new directors by taking into account their knowledge, ability, experience,
transparency, morality, responsibility, maturity, and professionalism. It also took into account the Board Diversity and
set a Board Skills Matrix to determine the qualifications of the directors to be nominated based on the necessary skills,
appropriate qualifications, and are consistent with the composition and Board’s structure according to the company’s
business strategy.

b) Consideration and determination of remuneration for the CEO by taking into account the appropriateness of duties and
responsibilities of the directors, together with the company’s operational results, compared with that of companies in
the same industry and on a similar scale.

Q) Consideration and review of the BNRC’s Charter to ensure that the format and topic are in the same direction and in
line with the MCCG 2021.
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d) Review of the Limit of Authority relating to HR Matters

In this regard, the BNRC has performed its duties independently in accordance with good corporate governance principles to
make the recruitment and remuneration processes transparent and build the confidence of shareholders and all stakeholders.

Evaluation of the Functioning and Performance of the Board of Directors and its Committees

It is a standard practice for the Board of Directors to distribute an annual questionnaire at the end of each financial year through
the Secretariat of the Board which, amongst other sections, includes a self-assessment, with a series of questions that also enable
compliance with the various annual reports of the Committee and the Board.

The Board of Directors performed the annual questionnaire and the self-assessment for this financial year 2022, in order to analyse
the Board’s effectiveness and composition and to identify opportunities for improvement to ensure proper compliance with the
existing obligations or recommendations in this area.

The questionnaire used a Self-assessment approach on subjective and objective information related to the functioning of the
Board of Directors and its Committees, among other aspects, among others;

a) Functioning of the Board of Directors, with questions related to the Board’s effectiveness and internal functioning.

b) Structure and composition of the Board of Directors, comprising questions to obtain the Directors’ opinion on the
Board’s structure and composition, and the capacities, professional profile of its members, and areas of competencies in
order to perform their duties on the Board.

Q) Board of Directors Committees, where the Directors are asked to evaluate the performance of the functions of the BARC,
the Board Investment, and the BNRC.
d) Board of Director’s agenda, where the Directors are asked about the Board's performance in areas or matters within its

scope, such as the current corporate governance model, environmental, social, and corporate policy ("ESG"), involvement
in the design and approval of strategy in financial and investment policies, monitoring of the risk map (in all its areas),
dividend policy and capital structure and their participation in decision-making in significant transactions, among other
matters.

e) Chairman of the Board Directors and CEO, where the Directors are asked for their views on the performance of these
two positions and fulfilment of responsibilities.

f) Other areas, with questions relating to the Board’s response to the industry crisis and improvement opportunities or
aspects to be developed in the future.

The responses are generally positive and supportive, without prejudice to the Chairman and the CEO, taking into consideration
going forward some of the suggestions made regarding the functioning of the Board.

From the feedback received from the Directors, a few significant points and recommendations on areas that could be discussed
by the Board for potential improvements, which are as follows:

. Identification of issues relating to stakeholder management, in terms of identification of the stakeholders and the
materiality of their influences on REIT Manager and the REIT

. Achievement of targets relating to gender diversity in the Board’s and Board Committees’

. Enhancement of better communication and engagement channels between the Board and the management team in

terms of strategic direction, performance benchmarking, achievement of targets, and accountability on achievement of
those targets.

. Identification of ESG initiatives and the assimilation of ESG elements in all aspects of the REIT's business operations.

The above issues, if deemed appropriate, to the definition of an action plan for the 5-year strategic planning.

For better transparency and in order for the Board of Directors to evaluate any potential conflict of interest, each Director reports
to the Committee through an annual declaration, the list of listed companies in which they serve as Directors and/or other
positions and a Declaration of Interest in Securities (stocks, bonds, notes, unit trusts or other securities).
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The directorships of the Directors in other listed issuers can be found on page 24 of this Annual Report or, www.alsalamreit.com.
my/board-of-directors.php.

CONCLUSION

During the financial year 2022, there have been no circumstances or situations in the areas of responsibility and competence
of the Committee that required its intervention and/or report to the Board of Directors. The succession planning of the Board
of Directors, senior management team as well as gender diversity are the two areas of relevance on which the Committee will
continue to work throughout the financial year 2023, to submit its proposals to the Board of Directors.

This annual report has been presented to the BNRC dated 16 January 2023 and the Board of Directors on 23 February 2023.
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INTRODUCTION

Pursuant to Paragraph 15.26(b) of the MMLR of Bursa Malaysia Securities Berhad ("Bursa Securities"), the Board of Directors of
Listed Companies is required to include in their annual report, a statement about the state of risk management and internal
control of the listed as a group. Accordingly, the Board of Directors of the Manager is pleased to provide the following statement
that has been prepared in accordance with the SORMIC: Guidelines for Directors of Listed Issuers endorsed by Bursa Securities
and taking into consideration the recommendations of the MCCG 2021.

This Statement outlines the nature and scope of risk management and internal control of the Manager during the financial year
under review and up to the date of approval of this statement and covers all of the REIT’s operations.

BOARD’S RESPONSIBILITIES

The Board is responsible for the establishment as well as overseeing the Group’s risk management framework and internal
control systems that are designed to manage the REIT’s risk appetite within the acceptable level of tolerance set by the Board
and Management, rather than eliminate totally the risks of failure, to achieve the goals and objectives in generating potential
returns to unitholders.

The Board periodically reviews the effectiveness and adequacy of the framework and systems by identifying, assessing, monitoring,
and communicating key business risks which cover financial, operational, management information systems, organisational, and
compliance controls to safeguard the unitholders’ investment and assets.

BOARD AUDIT AND RISK COMMITTEE

The committee at the Board level that have primary risk management and internal control oversight responsibilities is the BARC.
The main responsibilities of the BARC are:

. To assist the Board in ensuring a sound and robust Enterprise Risk Management framework and its implementation to
enhance the Group’s Corporate Governance practices with focus on risk issues. The Terms of Reference ("ToR") and main
duties of the BARC in relation to risk management are detailed out on the website at www.alsalamreit.com.my.

. To assist the Board in assessing the effectiveness of the Group’s internal control systems and overseeing the financial
reporting. The BARC also reviews the adequacy and integrity of the Group’s internal control systems and management
information systems, including compliance with applicable laws, rules, directives and guidelines through internal audit
functions. The BARC's ToR and main duties in assessing the adequacy and effectiveness of internal control systems
implementation are detailed out on the website at www.alsalamreit.com.my.

Other Board Committees such as BNRC and BIC are also established with clearly defined duties and responsibilities to oversee
various key business activities of the REIT. The Board acknowledges the responsibility for all the actions of the committees with
regard to the execution of the delegated roles, including the outcome of the review and disclosure of key risks and internal
control systems of the Manager and the REIT.

AL-SALAM REIT | 132



STATEMENT ON RISK MANAGEMENT
AND INTERNAL CONTROL

RISK MANAGEMENT AND INTERNAL CONTROL
Risk Management

The Board fully supports the contents of Principle B of the MCCG which calls for the establishment of an effective risk management
and internal control framework and the disclosure thereof.

The oversight role of risk management is carried out by the Board and BARC and assisted by the ERMC. Mandate and commitment
from the Board and BARC are key contributors to the success factors in the implementation of enterprise risk management
programmes. The Board and BARC set the strict direction for risk roles, responsibilities, and risk reporting structures.

The BARC is assisted by the ERMC, which is headed by the CEO, and respective heads of department. The function of the ERMC
is to drive risk management guided by the ERM Policy and Framework to ensure effective identification of emerging risks and
management of identified risks through the implementation of appropriate controls and risk treatment strategies.

Risk owners who are also ERMC members are managers or heads from the divisional units to identify and evaluate the risks
related to their business objectives or budgets against which performance is measured and to establish the risk profiles
categorised under Strategic, Financial, Operational and Compliance Risks.

BOARD OF DIRECTORS
w External Auditor
Z
<
2
E BOARD O A O AND
S BOARD INVESTMENT BOARD AUDIT AND RISK REMUNERATIO
8 COMMITTEE COMMITTEE OMN =
Internal Auditor
=
g CHIEF EXECUTIVE OFFICER
w
2
e« ENTERPRISE RISK MANAGEMENT FRAMEWORK
Enterprise Risk Management Committee
-
tn] STRATEGIC RISK FINANCIAL RISK OPERATIONAL RISK COMPLIANCE RISK
=
o MARKET RISK NN
PARTNERSHIP RISK

133 | ANNUAL REPORT 2022



STATEMENT ON RISK MANAGEMENT
AND INTERNAL CONTROL

The discussions relating to ERM, and risk profiles are carried out through the ERMC which sits every quarter. In 2022, the Board
Executive Committee is also responsible for the function of the ERMC since the CEO position is vacant since 1 July 2022.

The roles and responsibilities of the BARC, the ERMC and other key personnel are summarised as below:

The Board and the BARC
Responsibilities Governing overall risk oversight responsibility including defining the appropriate governance
structure and risk appetite.
Process - Articulates and provides direction on risk appetite, organisational control environment and
risk culture.

«  Provide an independent view on specific risk and control issues, the state of internal controls,
trends and events

Internal Audit

Responsibilitiew «  Provide independent assurance design and effectiveness on an organisation’s risk
management, governance and internal control processes are operating effectively.
« Assurance about design and effectiveness

Process Perform risk-based internal audit and independent reporting to Management and BARC

ERMC/ Compliance & Risk Management Department

Responsibilities - Oversees the operationalisation of risk management strategies as well as frameworks and
policies.

+ Independent reporting to the management and BARC

+ Advisor to Business Line Management/ Risk Owners

Process Monitors the consistent enforcement of ERM policy, reviews and endorses risk parameters, risk
appetite, risk profile, and treatment options and risk action plans.

Business Line Management/ Risk Owners

Responsibilities « The Senior Management are primarily responsible for managing process,

- They are also responsible for controlling risks by using business control and compliance
frameworks, implementing internal control processes and adequate control

« Manage day-to-day risk inherent in business activities as guided by the established risk
strategies, frameworks, and policies

Process Identification and assessment of risk, implementation, and monitoring of risk action plans.

The periodic reporting to both the Board and BARC on the risk management activities undertaken by the ERM Committee, to
keep the Board and the BARC apprised and advised of all aspects of the enterprise risk management, and significant risks and
risk trends..
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Enterprise Risk Management (ERM) Framework

In order to achieve a sound system of risk management and internal control, the board and management ensure that the risk
management and control framework is embedded into the culture, processes, and structures of the company. The framework was
designed to be responsive to changes in the business environment and clearly communicated to all levels.

Enterprise Risk Management (ERM) Framework
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RECORD AND REPORT

The Manager plans and executes activities to ensure that the risks inherent in the management of the REIT are identified and
effectively managed to achieve an appropriate balance between realizing opportunities for gains while minimizing losses to the
REIT.

The Board adopted the enhanced ERM Framework. The ERM Framework was enhanced with the Group’s risk profiles being
updated and action plans formulated and monitored focusing on principal business risks. It also identified the ERM reporting
structure and frequency of reporting, the responsibilities of the Board Committees for ERM, and the key elements of the risk
assessment process and also specifies the level of risk tolerance expressed through the use of a risk consequence and likelihood
matrix.

Identified key risks of the group were assessed and recorded in the risk profiles under specified categories as shown below. On
1 December 2022, the Board approved the reclassification of Risk Category to include ESG Risk, Market Risk and Partnership Risk
in the ERM Policy & Framework.
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Strategic Risks

Any risk arises due to potential failures in strategic planning, which may lead to a company not achieving its objectives
and goals.

Financial Risks

Any risk arises due to the potential loss incurred and will impact the cash flow, revenue, operating expenditure (OPEX) &
capital expenditure (CAPEX) and profitability of the company.

Operational Risks

Any risk arises of loss resulting from ineffective or failed internal processes, people, systems, or external events that can
disrupt or delay the business operation.

Compliance & Legal Risks

Any risk arises due to potential exposure to legal penalties, financial forfeiture and material loss, resulting from failure to
act in accordance with industry laws and regulations, internal policies or prescribed best practices or contractual liability
and requirements with third parties.

ESG Risks

Environmental, Social, and Governance materiality matters that affect the financial position or operating performance,
and reputation of the organization. These include ensuring investments are not at risk of contributing to violations of the
ESG regulations.

Market Risks

Risk arising from changes in the markets to which an organization has exposure. Market changes can impact capital
values and future cashflows of the investment and ultimately returns overtime. The market risk can fluctuate from changes
to supply and demand or other general shifts in the market cycle.

Partnership Risks

Risk arising from the potential that a partner will fail to deliver on their obligations to company resulting in losses and
business disruptions and the unlimited liability of the partners involved, examples personal liability to creditors, lawsuits
and debts.

The risk owners are to monitor and timely update their risk profiles on an on-going basis. The update of the risk profiles includes
changes to operational, financial and compliance risks and the identification of emerging risks arising from changing business
conditions as well as the adequacy and effectiveness of the related controls.

The ERM process evaluation are undertaken by the ERMC every quarterly to assess and evaluate risks that may impede the Group
from achieving its strategic and operational objectives, as well as developing action plans to mitigate such risks and to monitor
Mitigation Performance. The result of the risk updates was deliberated on the root cause causes, existing controls, severity, impact
and action plans to address the top risk of the organisation. The updated risk profile was used as a basis to develop a risk-based
internal audit plan for the financial year ended 31 December 2022.

In ensuring that there is a consistency to the methods used in managing risks throughout the organisation, both at the strategic
and operation level of risk appetites were pre-determined to ascertain that the risk management efforts are aligned with the
REIT's business objectives. The risk appetites also outline enhanced and explicit requirements for managing risks and assists
in understanding the impact of uncertainties inherent in business decisions especially impacts relating to the post COVID-19
business sustainability and strategic direction.

An expansion of risk appetite parameters was proposed at the BIC to further regulate future diversification exercises.
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Key Elements of Internal Control

The Board acknowledges that the internal control systems are designed to identify, evaluate, monitor, and manage the risks that
may hinder the Group from achieving its goals and objectives.

The Manager’s Internal Control Policy and Procedures ("ICPP") was designed to provide reasonable assurance regarding the
achievement of objectives in the following categories:

. Effectiveness and efficiency of operations
. Reliability of financial reporting
. Compliance with applicable laws and regulations

The ICPP is a reference tool for all employees to identify and assess operating controls, financial reporting, and legal/regulatory
compliance processes and to take action to strengthen controls where needed. By developing effective systems of internal
control, we can contribute to the Manager’s ability to meet its objectives and reduce the potential liability arising from non-
compliance to regulatory requirements, fraud, and lack of efficiency and effectiveness in operations.

This guide is designed to satisfy the basic objectives of most business systems as they relate to carrying out the responsibilities
of the Manager. An effective check and balance control environment is fundamental for ensuring a sound internal control system
in the REIT's operations. The Board and Management are committed to maintaining an effective internal control environment
by continuously enhancing the design of internal control systems to ensure that they are relevant and effective to promote
operational agility while ensuring corporate governance and compliance with regulatory guidelines.

The key elements and/or features of the internal control system established for maintaining strong corporate governance are as
follows:

1. The Standard Operating Procedures ("SOPs") with specified roles and responsibilities in the reporting structure to
incorporate the elements of checks and balances which are aligned to the business and compliance requirements.

2. Limit of Authority ("LOA") Manual is in place for approving capital expenditure and matters on general/ corporate, audit,
legal and secretarial, finance and accounts, human resource management, procurement and contract administration,
investment, and assets — aimed at keeping potential risk exposures under control. A revision in the LOA was tabled to
the BARC on 16 November 2022 and approved at the Board on 1 December 2022.

3. Documented policies and procedures are also in place subject to review every now and then to ensure that it maintains
their effectiveness to support the REIT’s business activities. The Manager has revised the ERM Policy & Framework,
Internal Control Policy & Procedures Manual, Procurement Policy and Investment Policy which were approved by the
Board on 1 December 2022.

4. The annual testing on data recovery is undertaken annually, and the results are monitored by the IT Unit and reported
at the Management Committee Meeting. Any serious issues would be escalated to the Board immediately.

5. Strategic Planning and Annual Plan are prepared by the Manager and tabled to the Board for approval. Analysis and
reporting of variances against budget are presented to the Board and the trustee as required by the Trust Deed which
acts as a monitoring mechanism and is reviewed half-yearly.

6. Quarterly and annual financial statements containing key financial results as well as operational performance results of
the REIT are prepared and reported to the BARC and the Board.

7. Timely company briefings with analysts are conducted to apprise the shareholders, stakeholders, and general public
of the REIT’s performance while promoting transparency and open discussion. During the year under review, two (2)
company briefings were carried out on the following dates: 13 June 2022 and 30 November 2022.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

The CEO is involved in the running of the day-to-day business operations by meeting up with both management and
operation on a weekly basis to monitor the performance and profitability of the REIT’s businesses. This is carried out
via the weekly Management Committee Meetings and ad-hoc meetings to discuss the progress of high-risk corporate
projects and exercises. In the absence of the CEO, the Management Committee meetings are chaired by the General
Manager as an Acting Chairman.

Quarterly meetings on management accounts results against prior periods are conducted with justifications and
appropriate actions taken or plans were in place.

Quarterly meetings with the Trustee are carried out to discuss operational and financial performance of the REIT and the
properties. During the year under review, four (4) meetings with the Trustee were carried out on 21 March, 21 June, 27
October, and 29 December 2022.

Guidelines on employment, 360 degrees performance appraisal are currently in practice to ensure the Management
team’s competency are assessed on a regular annually basis.

The Human Resource Unit is in charge of the Safety & Health issues at the operating level to address and ensure
compliance with Occupational Safety and Health policies and procedures, with a goal to facilitate the provision of a safe
and healthy working environment for all employees and other related parties in compliance with the requirements of
the Occupational Safety and Health Act 1994. The Manager tabled its Occupational Safety & Health Policy at the Board
meeting and obtained approval of the Board at the meeting on 2 March 2022.

In the new normal brought about by the COVID-19 pandemic the Manager has taken a prudent approach in ensuring
that where employees are to Work from Home ("WFH"), where applicable, proper equipment, safety training and policies
are provided or in place, to ensure the employee’s health, safety and welfare are accordingly protected in the course of
their work.

The Manager undertakes adequate insurance coverage on both its employees and assets to ensure both are sufficiently
insured against any losses arising from various perils faced in the Manager's/ REIT’s operations.

The Manager has, in place the KPI reporting to drive awareness of shared management responsibility on their
contribution towards enhancing the operating performance in achieving the business objectives.

A comprehensive fit and proper policy was formulated as a guidance for existing directors, director candidates, Shariah
Adviser(s), CEO/ Principal Officers and CMSRL holders. The Manager tabled the Policy at the Board meeting and obtained
approval from the Board at the Board meeting on 1 December 2022.

Internal audit is outsourced to ensure independence in audit function, which include performing regular reviews of
business processes to assess the effectiveness of the internal control system and to highlight significant risks impacting
the Company with recommendations for improvement. The internal audit team reports directly to the BARC.

Evaluations of outsourced service providers on critical business functions are carried out on a yearly basis and presented
to the Board.

Senior management team conducts regular discussions with property, maintenance, and service managers to discuss
issues for improvement and to promote better understanding to facilitate cognizance in decision-making capability.
During the year under review, eleven (11) meetings with the Property and Service Managers were carried out on
27 January, 28 February, 28 March, 26 April, 24 May, 27 June, 26 July, 30 August, 27 September, 31 October, and 7
December 2022.

The Manager launched its Anti-Bribery & Corruption Policy and the Whistleblowing Policy effective 1 June 2020, which is
guided by the Guidelines on Adequate Procedures issued under section 17A(5) of the MACC Act to mitigate corruption
and integrity risks. On 2 March 2022, the revised Whistleblowing policy with enhanced procedures and clear process
flow and responsibilities was tabled and approved by the Board. The Board, on 2 June 2022 has also approved the No-
Gift and No-Entertainment Policy which is a part and parcel to combat bribery and corruption in an organization.
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21. The Personal Data Protection ("PDP") Policy was approved by the Board in prior year to provide assurance to its data
owners — tenants, directors and employees that their personal data will be safeguarded and protected by the REIT. The
Manager carried out a refresher briefing on PDP Policy on 25 July 2022 and ensure that all employees undertook a
pledge to safeguard and protect the data of the tenants, directors, employees, and other stakeholders.

22. The Board also approved the Anti-Money Laundering and Anti-Terrorism Financing Policy in 2021 to commit with the
Anti-Money Laundering, Anti-Terrorism Financing and Proceeds of Unlawful Activities Act 2001. The Manager uses its
best endeavours to meet the requirements imposed and all applicable laws to commensurate with the nature of the
Company’s businesses and activities.

23. The Group has established processes and procedures to ensure the quarterly and annual reports, which cover the
Group'’s performance, are submitted to Bursa Malaysia for release to shareholders and stakeholders on a timely basis. All
quarterly results are reviewed by the Board prior to their announcements. The Annual Report of the Group is issued to
the shareholders within the stipulated time as prescribed under the MMLR of Bursa Securities.

INTERNAL AUDIT

The internal audit function is outsourced to an independent professional consulting firm, Messrs. PKF Risk Management Sdn Bhd
(“PKF"), which adopts the International Professional Practices Framework (“IPPF”) in carrying out the internal audit assignments
and reports directly to the BARC. The team from PKF is led by Dr. Wong Ka Fee, the Director of Risk and Governance Advisory.
He possessed doctoral degree in Behavioural Finance and Master of Science in Management Consultancy. Dr. Wong Ka Fee has
over 15 years of experience in a wide range of governance advisory, risk and internal audit work.

The Internal Audit Team ("IAT") at PKF consists of 10 permanent internal audit personnel staffs who are qualified in the areas on
internal audit and assurance. All the internal PKF audit personnel involved are free from any relationships or conflicts of interest,
which could impair their objectivity and independence.

IAT adopts a risk-based approach in executing the annual audit plan that focuses on major business units and/or operations. The
annual audit plan is reviewed and approved by the BARC. The IAT reports directly to the BARC on the outcome of its appraisal
of the operational activities. Significant audit findings are presented and deliberated by the BARC on a quarterly basis or as
appropriate. The IAT also monitors the implementation of audit recommendations in order to obtain assurance that all major
risks and controls measures identified have been reasonably addressed by the management in an effective and timely manner.

BOARD ASSURANCE AND LIMITATION

The Board acknowledges its overall responsibility for reviewing the adequacy and integrity of the Group’s systems of internal
control, identifying principal risks, and establishing an appropriate control environment and framework to manage risks. The
Board continues to derive its comfort of the state or risk management and internal control of the REIT from the following
oversight mechanisms and information compiled for these oversight processes:-

- periodic review of financial information covering financial performance and quarterly financial results;

- BARC's oversight of risk management framework, changes in risk magnitudes, and status of management implementation
of risk mitigation plan;

- Identifying principal risks and ensuring the implementation of appropriate systems to manage these risks;

- BARC’s review and consultation with Management on the integrity of the financial results and audited financial
statements;

- audit findings and reports on the review of systems of internal control provided by the internal auditors and the status
of Management’s implementation of the audit recommendations; and

- Management’s assurance that the Group’s risk management and internal control systems, including systems for
compliance with applicable laws, regulations, rules directives, and guidelines have been operated adequately, effectively,
and with integrity, in all material respects.

CEO, Compliance Officer and Head of Finance of the Company ensure that the Group’s risk management and internal control
system is operating adequately and effectively, in all material aspects, based on the risk management and internal control system
of the Company.
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STATEMENT ON RISK MANAGEMENT
AND INTERNAL CONTROL

For the financial year under review, the Board is satisfied that the existing level of systems of risk management and internal
control is effective to enable the Group to achieve its business objectives and there were no material losses resulting from in this
Annual Report.

The Board recognises that the systems of risk management and internal control should be continuously improved in line with
the evolving business development. Nonetheless, it should be noted that all risk management systems and systems of internal
control could only manage rather than eliminate risks of failure to achieve business objectives. Therefore, these systems of
risk management and internal control in the Group can only provide reasonable but not absolute assurance against material
misstatements, frauds, and losses.

The Board will continue to monitor all major risks affecting the Group and take necessary measures to mitigate them and
continue to enhance the adequacy and effectiveness of the risk management and internal control systems of the Group.

Review of the Statement by External Auditors

The External Auditors have performed limited assurance procedures on this Statement on Risk Management and Internal Control
(“Statement”) in accordance with Malaysian Approved Standard on Assurance Engagements, ISAE 3000 (Revised), Assurance
Engagements Other Than Audits or Reviews of Historical Financial Information and Audit and Assurance Practice Guide 3 (Revised)
("AAPG 3”), Guidance for Auditors on Engagements to Report on the Statement on Risk Management and Internal Control included
in the Annual Report.

They have reported to the Boards that nothing has come to the attention that causes them to believe the Statement intended
to be included in the Annual Report is not prepared, in all material respects, in accordance with the disclosures required by
Paragraphs 41 and 42 of Statement on Risk Management and Internal Control: Guidelines for Directors of Listed Issuers nor is the
Statement factually inaccurate.

This Statement is made in accordance with the resolution of the Board of Directors on 23 February 2023.
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ADDITIONAL COMPLIANCE
INFORMATION

The information set out below is disclosed in compliance with the MMLR and Securities Commission’s Guidelines on Listed Real
Estate Investment Trusts

SANCTIONS OR PENALTIES

There was no public sanction or penalty imposed on the Manager.

STATUS OF UTILISATION PROCEEDS RAISED FROM CORPORATE PROPOSAL

There was no issuance of new units during the FY2022.

AUDIT AND NON-AUDIT FEES

For information, please refer to page 152.

DISCLOSURE OF RECURRENT RELATED PARTY TRANSACTIONS

At an Annual General Meeting held on 20 April 2022, the Company obtained a mandate from its shareholders (“Shareholders
Mandate”) for recurrent related party transactions (“RRPTs") of a revenue or trading nature.

’

In compliance with Paragraph 10.09(2)(b) and Paragraph 3.1.5 of Practice Note 12 of the MMLR, such Shareholders’ Mandate is
subject to annual renewal and the disclosure in the Annual Report of RRPTs conducted pursuant to the mandate during the
financial year ended 31 December 2022 where the aggregate value of such RRPTs is equal to or more than RM1 million or 1% of
the relevant percentage ratio for such transactions, whichever is the higher.

Set out below are the relevant RRPTs for which Shareholders’ Mandate had been obtained together with a breakdown of the

aggregate value of the RRPTs which had been conducted pursuant to the Shareholders Mandate and had met the prescribed
threshold.
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ADDITIONAL COMPLIANCE INFORMATION

The aggregate
value of
transactions

Value incurred
from 28 February

Nature of 2022 (LPD) to 31

Transacting Nature of Relationship

Party

transaction

Dec 2022
(RM’000)

during the
financial year
(RM’000)

the Board and/or senior management of JCorp
Group.

Datuk Sr Akmal bin Ahmad is the Director of
DRMSB, Director of DASB and also part of the
senior management of JCorp Group

JCorp Registrar costs JCorp is a major unitholder of Al-Salam REIT. The
and secretarial Manager is also indirectly wholly owned 95 95
expenses by JCorp.
JCorp Group |+ Rentalincome
for renting The Interested Directors (save for Dato’ Haji
of office lots Mohd Redza Shah bin Abdul Wahid) are deemed
and indoor interested by virtue of them being the Directors
entertainment | ©f PRMSB nominated by JCorp and being part of
park at Menara the Board and/or senior management of JCorp
KOMTARand | Group- 5,473 6,614
KOMTAR JBCC
+  Technical advi-
sory in relation
to project
management
DASB Property services DASBPMSB is a 82.67% owned company of
Property fee which include, | DASB, the holding company of the
Management | inter-alia, building
Sdn Bhd managementand | Manager. DASB is a wholly-owned subsidiary
(“DASB- maintenance and | of JCorp. DASB and JCorp are also the major
PMSB") lease and tenancy | unitholders of Al-Salam REIT.
(formerly administration
known The Manager is also indirectly wholly owned by
JCorp.
as Synergy
Mall The Interested Directors (save for Dato’ Haji 2,705 3,208
Management Mohd Redza Shah bin Abdul Wahid) are deemed
Sdn Bhd interested by virtue of them being the Directors
(“SMMSB")) of DRMSB nominated by JCorp and being part of
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Transacting

Party

ADDITIONAL COMPLIANCE INFORMATION

Nature of
transaction

Nature of Relationship

Value incurred
from 28 February
2022 (LPD) to 31
Dec 2022
(RM’000)

The aggregate
value of
transactions
during the
financial year
(RM’000)

KPJ Group KPJ Group JCorp has a 38.60% indirect interest in KPJ. KPJ
Rental income for | (through JCorp) and JCorp are also the major
renting of unitholders of Al-Salam REIT. The Manager is also
college building at | indirectly wholly owned by JCorp.
Bandar Dato’
Onn, Johor The Interested Directors (save for Dato’ Haji
Mohd Redza Shah bin Abdul Wahid) are deemed
interested by virtue of them being- the Directors
of DRMSB nominated by JCorp and being part of 1,812 2,234
the Board and/or senior management of JCorp
Group.
Dato’Haji Mohd Redza Shah bin Abdul Wahid
and Shamsul Anuar bin Abdul Majid are
the Directors of DRMSB and also Directors of KPJ.
QSR Group Rental income QSR is a 56.00% associate company of JCorp. The
from renting of Manager is also indirectly
KFC and Pizza wholly-owned by JCorp.
Hut outlets and
non-restaurant The Interested Directors (save for Dato’ Haji
properties Mohd Redza Shah bin Abdul Wahid) are deemed
interested by virtue of them being the Directors
of DRMSB nominated by 16,001 19,212
JCorp and being part of the Board and/or senior
management of JCorp Group.
Shamsul Anuar bin Abdul Majid is the Director of
QSR and also Director of DRMSB.
Aggregate Value of Transactions 26,086 31,363
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!SHARIAH ADVISER'S REPORT

TO THE UNITHOLDERS OF AL-SALAM REAL ESTATE INVESTMENT TRUST

We have acted as the Shariah Adviser of Al-Salam Real Estate Investment Trust (the “Fund”). Our responsibility is to ensure that
the procedures and processes employed by Damansara REIT Managers Sdn Berhad (the “Manager”) and that the provisions of the
Trust Deed are in accordance with Shariah principles.

In our opinion, based on our review of the documents and information made available to us, the Manager has operated and
managed the Fund in accordance with applicable guidelines pertaining to Shariah matters, and principles, concepts and rulings
endorsed by the Shariah Advisory Council of the Securities Commission (“SACSC”) for the financial year ended 31 December 2022.
In addition, we also confirm that:

1. The investment portfolio of the Fund is Shariah-compliant, which comprises:

(a) Rental income from investment properties which complied with the Securities Commission Malaysia’s
Guidelines on Islamic Capital Market Products and Services. The percentage ratio of Shariah non-compliant
rental for the financial year ended 31 December 2022 is 3.1450%; and

(b) Cash placement and liquid assets, which are placed in Shariah-compliant investments and/or instruments.

2. There was no acquisition of property that is deemed to be Shariah non-compliant during the financial year.

Our review does not include Shariah confirmation on the audited financial statements of the Fund where we noted that some
conventional terminologies were used in the financial statements.

For and on behalf of the Shariah Adviser
IBFIM

MOHAMAD SALIHIN DERIS
Designated Person Responsible for Shariah Advisory
Kuala Lumpur
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TRUSTEE'S REPORT

FORTHE FINANCIAL YEAR ENDED 31 DECEMBER 2022

To the Unit Holders of
AL-SALAM REAL ESTATE INVESTMENT TRUST

We, AMANAHRAYA TRUSTEES BERHAD, have acted as Trustee of AL-SALAM REAL ESTATE INVESTMENT TRUST for the financial year
ended 31 December 2022. In our opinion, DAMANSARA REIT MANAGERS SDN BERHAD, the Manager, has managed AL-SALAM
REAL ESTATE INVESTMENT TRUST in accordance with the limitations imposed on the investment powers of the management
company and the Trustee under the Deed, other provisions of the Deed, the applicable Guidelines on Real Estate Investment
Trusts, the Capital Markets and Services Act 2007 and other applicable laws during the financial year then ended.

We are of the opinion that:

(a) the procedures and processes employed by the Manager to value and/or price the units of AL-SALAM REAL ESTATE
INVESTMENT TRUST are adequate and that such valuation/pricing is carried out in accordance with the Deed and other
regulatory requirement; and

(b) the distribution of returns made by AL-SALAM REAL ESTATE INVESTMENT TRUST as declared by the Manager is in
accordance with the investment objective of AL-SALAM REAL ESTATE INVESTMENT TRUST.

Yours faithfully
AMANAHRAYA TRUSTEES BERHAD

ZAINUDIN BIN SUHAIMI
Chief Executive Officer

Kuala Lumpur, Malaysia
24 February 2023
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MANAGER'S REPORT

The Manager of Al-Salam Real Estate Investment Trust (the “Fund”), Damansara REIT Managers Sdn Berhad (the “Manager”) have
pleasure in presenting their report and the audited financial statements of the Group and of the Fund for the financial year ended
31 December 2022.

Results
Group Fund
2022 2022
RM RM
Profit for the year 65,416,049 65,146,725

Income distributions

Since the end of the previous financial year, the amounts of dividends paid by the Fund were as follows:

Fund
2022
RM
In respect of the financial year ended 31 December 2021 as reported in the directors’ report
of that year:
Final income distribution of 1.80 sen per unit on 580,000,000 units, paid on 28 February 2022 10,439,929
In respect of the financial year ended 31 December 2022 as reported in the directors’ report
of current year:
First interim income distribution of 0.50 sen per unit on 580,000,000 units, paid on 11 October 2022 2,899,986
Second interim income distribution of 0.50 sen per unit on 580,000,000 units, paid on 6 January 2023 2,900,000
16,239,915

A final income distribution in respect of the financial year ended 31 December 2022, of 1.50 sen per unit on 580,000,000 units
amounting to an income distribution payable of RM8,700,000 will be payable on 28 February 2023.

The financial statements for the current year do not reflect this final interim income distribution. Such income distribution will be
accounted for in equity as an appropriation of profits in the financial year ending 31 December 2023.

The Fund and its investment objective

The Fund is a Malaysia-based real estate and investment trust established pursuant to the execution of a Trust Deed dated
26 March 2015 between the Fund, the Manager and AmanahRaya Trustees Berhad (the “Trustee”). The said Trust Deed was registered
with the Securities Commission Malaysia on 30 March 2015 which is the Fund’s establishment date. The Fund was listed on the
Main Market of Bursa Malaysia Securities Berhad on 29 September 2015.

On 6 June 2019, at the Extraordinary General meeting the unitholders of the Fund has approved the proposed amendments and
consolidation of the Trust Deed into Restated Trust Deed was executed and lodged on 25 November 2019 with the Securities
Commission Malaysia. The Fund will continue its operations until such time as determined by the Trustee and the Manager as
provided under the provision of the Restated Trust Deed (the “Deed”).

The Fund'’s key objective is to provide unitholders with regular and stable income distributions, sustainable long term unit prices
and distributable income and capital growth, while maintaining an appropriate capital structure.
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MANAGER'S REPORT
(cont'd.)

The Fund and its investment objective (cont'd.)

The principal activity of the subsidiary is as a special-purpose company for the purpose of raising Islamic financing for Al-Salam
Real Estate Investment Trust.

This objective is sought to be achieved by optimising the performance and enhancing the overall quality for a large
and geographically diversified portfolio of Shariah-compliant real estate assets through various permissible investment and
business strategies.

The Manager and its principal activity

The Manager is a company incorporated in Malaysia and is a wholly-owned subsidiary of Damansara Assets Sdn Bhd, a company
incorporated in Malaysia. The directors of the Manager consider Johor Corporation as the ultimate holding corporation of the
Manager, a body corporate established under the Johor Corporation Enactment No. 4, 1968 (as amended by Enactment No. 5, 1995).

The principal activity of the Manager is that of managing real estate investment trusts. There has been no significant change in
the nature of the principal activity during the financial year.

Manager’s investment strategies and policies

The Fund is authorised to invest in real estate, special-purpose-vehicles (“SPVs”), real estate-related assets, non-real estate-related
assets, cash, Shariah-compliant deposits, Islamic money market instruments and any other investments not specified above but
specified as a permissible investment in the Guidelines on Real Estate Investment Trust (the “REIT Guidelines”) and the Guidelines
for Islamic Real Estate Investment Trust (the “Islamic REIT Guidelines”) as issued by the Securities Commission Malaysia or as
otherwise permitted by the Securities Commission Malaysia.

To achieve the Fund’s primary objective, the Manager will seek to achieve the following strategies:

(@) Active asset management strategy

The Manager will seek to optimise the rental rates, occupancy rates and Net Lettable Area (“NLA”) of the Fund’s properties
in order to improve the returns from the Fund’s property portfolio.

(b)  Acquisition growth strategy

The Manager will source for and acquire properties that fit within the Fund’s investment strategy to enhance returns to
unitholders and to capitalise on opportunities for future income and net asset value growth.

(c) Capital and risk management strategy

The Manager will endeavour to employ an appropriate mix of debt and equity in financing acquisitions, seek to manage
financing and refinancing risk and to adopt an active financing rate management strategy to manage the risks associated
with changes in financing rates.

The investments of the Fund are subject to the following investment limits imposed by the REIT Guidelines:

(@) at least 50% of the Fund’s total asset value must be invested in real estate assets at all times; and

(b)  not more than 25% of the Fund’s total asset value may be invested in non-real estate-related assets and/or cash, Shariah-
compliant deposits and Islamic money market instruments,
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MANAGER'S REPORT
(cont'd.)

Manager’s investment strategies and policies (cont'd.)

The investments of the Fund are limited to instruments in both real estate-related assets and non-real estate-related assets as follows:

(@) the value of the Fund’s investments in securities issued by any single issuer must not exceed 5% of the Fund’s total
asset value;

(b)  the value of the Fund’s investment in securities issued by any group of companies must not exceed 10% of the Fund's total
asset value; and

(c) the Fund’s investment in any class of securities must not exceed 10% of the securities issued by any single issuer; or

Such other limits and investments as may be permitted by the Securities Commission Malaysia or the REIT Guidelines.

Directors of the Manager

The directors of the Manager in office since the beginning of the financial year and to the date of this report are:

Dato’ Haji Mohd Redza Shah bin Abdul Wahid

Dato’ Wan Kamaruzaman bin Wan Ahmad

Shamsul Anuar bin Abdul Majid

Datuk Sr Akmal bin Ahmad

Abdullah bin Abu Samah

Datuk Hashim bin Wahir (Appointed on 24 January 2022)
Dato’ Haji Salehuddin bin Hassan (Appointed on 4 March 2022)

Ng Yan Chuan (Appointed on 16 December 2022)
Lailatul Azma binti Abdullah (Appointed on 16 December 2022)
Wan Azman bin Ismail (Resigned on 30 June 2022)

Directors of the Manager’s benefits

Since the end of the previous financial year, no director of the Manager has received or become entitled to receive any benefit
(other than benefits which accrue from the fee paid to the Manager or from transactions made with companies related to the
Manager) by reason of a contract made by the Manager or the Fund or a related corporation with any director or with a firm of
which the director is a member, or with a company in which the director has a substantial financial interest.

Neither at the end of the financial year, nor at any time during that period, did there subsist any arrangement to which the
Manager of the Fund is a party, with the object or objects of enabling the directors of the Manager to acquire benefits by means
of the acquisition of units in or debentures of the Fund or any other body corporate.

Directors of the Manager’s interests

According to the Register of Directors’ Unitholdings kept by the Manager under Section 59 of the Companies Act 2016, the interests
of the Directors of the Manager in office at the end of the financial year in units of the Fund and its related corporations during
the financial year were as follows:

e Number of ordinary shares --------------—---- >
At At
1.1.2022 Acquired Sold 31.12.2022
Al-Salam Real Estate Investment Trust
Dato’ Haji Salehuddin bin Hassan 9,125 - - -9,125

Save as disclosed above, none of the other Directors of the Manager in office at the end of the financial year had any interest in
units of the Fund and of its related corporations during and at the end of the financial year.
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MANAGER'S REPORT
(cont'd.)

Manager’s remuneration

Pursuant to the Deed dated 25 November 2019, the Manager is entitled to receive from the Fund:

(a)

A base management fee of up to 1% per annum of total asset value (excluding cash and bank balances) of the Fund
calculated on a monthly accrual basis;

An acquisition fee of 1% of the transaction value (being the total purchase price) of any investment property directly or
indirectly acquired from time to time by the Trustee for and on behalf of the Fund pro-rated, if applicable, to the proportion
of the Fund’s interest and payable to the Manager upon completion of the acquisition of the investment property; and

A disposal fee of 0.5% of the transaction value (being the total sales price) of any investment property directly or indirectly
sold from time to time by the Trustee for and on behalf of the Fund pro-rated, if applicable, to the proportion of the Fund’s
interest and payable to the Manager upon completion of the disposal of the investment property.

Soft commission

During the year, the Manager did not receive any soft commission from its broker, by virtue of transactions conducted by the Fund.

Reserves and provision

There was no material transfer to and from reserves or provisions during the year, other than those as disclosed in the statement
of changes in net asset value.

Holding company and corporation

The immediate holding company is Damansara Assets Sdn. Bhd.. The ultimate holding corporation is Johor Corporation, a body
corporate established under the Johor Corporation Enactment No. 4, 1968 (as amended by the Enactment No. 5, 1995). Both
holding company and corporation are incorporated in Malaysia.

Other statutory information

(a)

Before the statements of comprehensive and statements of financial position of the Group and the Fund were made out,
the Manager took reasonable steps:

(i)  to ascertain that proper action had been taken in relation to the writing off of bad debts and the making of provision
for doubtful debts and satisfied themselves that all known bad debts had been written off and that adequate provision

had been made for doubtful debts; and

(i)  to ensure that any current assets which were unlikely to realise their value as shown in the accounting records in the
ordinary course of business had been written down to an amount which they might be expected so to realise.

At the date of this report, the Manager is not aware of any circumstances which would render:

(i)  the amount written off for bad debts or the amount of the provision for doubtful debts in the financial statements
of the Group and of the Fund inadequate to any substantial extent; and

(i)  the values attributed to the current assets in the financial statements of the Group and of the Fund misleading.

At the date of this report, the Manager is not aware of any circumstances which have arisen which would render adherence
to the existing method of valuation of assets or liabilities of the Group and of the Fund misleading or inappropriate.
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MANAGER'S REPORT
(cont'd.)

Other statutory information (cont’d.)

(d) At the date of this report, the Manager is not aware of any circumstances not otherwise dealt with in this report or financial
statements of the Group and of the Fund which would render any amount stated in the financial statements misleading.

(e) As at the date of this report, there does not exist:

(i)  any charge on the assets of the Group and of the Fund which has arisen since the end of the financial year which
secures the liabilities of any other person; or

(i)  any contingent liability in respect of the Group and of the Fund which has arisen since the end of the financial year.
(f)  In the opinion of the Manager:

(i)  no contingent or other liability has become enforceable or is likely to become enforceable within the period of twelve
months after the end of the financial year which will or may affect the ability of the Group or of the Fund to meet
their obligations when they fall due; and

(ii)  no item, transaction or event of a material and unusual nature has arisen in the interval between the end of the
financial year and the date of this report which is likely to affect substantially the results of the operations of the
Group or of the Fund for the financial year in which this report is made.

(g) For the financial year ended 31 December 2022, the net current liabilities of the Group was RM392,967,724 and unitholders’
fund of RM639,785,570. In the opinion of the Manager, the Group will be able to meet their obligations and liabilities as
and when they fall due on the basis that the Group will be able to refinance their borrowings when it matures. As at the
reporting date, the Group received proposal from financial institutions on the refinancing plan. As at the date of the financial
statements, the Group is assessing the indicative issue term sheet and will finalise the refinancing plan by the maturity date
in August 2023. Taking into consideration the viability of the refinancing plan, the Group is confident in materialising its
refinancing plan.

Auditors

The auditors, Ernst & Young PLT, have expressed their willingness to continue in office.

Auditors’ remuneration is as follows:

Group Fund
RM RM

Audit fees
- Current year 220,000 195,000
- Other service 50,000 50,000
270,000 245,000
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MANAGER'S REPORT
(cont'd.)

Auditors (cont'd.)

To the extent permitted by law, the Manager of the Fund has agreed to indemnify its auditors, Ernst & Young PLT, as part of the
terms of its audit engagement against claims by third parties arising from the audit (for an unspecific amount). No payment has
been made to indemnify Ernst & Young PLT during or since the financial year.

Signed on behalf of the Board of the Manager in accordance with a resolution of the directors of the Manager dated
24 February 2023.

Dato’ Haji Mohd Redza Shah bin Abdul Wahid Abdullah bin Abu Samah
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STATEMENT BY
THE DIRECTORS OF THE MANAGER

We, Dato’ Haji Mohd Redza Shah bin Abdul Wahid and Abdullah bin Abu Samah, being two of the directors of Damansara REIT
Managers Sdn Berhad (the “Manager”), do hereby state that, in the opinion of the Manager, the financial statements of Al-Salam
Real Estate Investment Trust (the “Fund”) set out on pages 159 to 207 are drawn up in accordance with applicable provisions of
the Deed dated 25 November 2019, Malaysian Financial Reporting Standards and International Financial Reporting Standards so as
to give a true and fair view of the financial position of the Group and of the Fund as at 31 December 2022 and of their financial
performance and cash flows for the year then ended.

Signed on behalf of the Board of the Manager in accordance with a resolution of the directors of the Manager dated
24 February 2023.

Dato’ Haji Mohd Redza Shah bin Abdul Wahid Abdullah bin Abu Samah

STATUTORY
DECLARATION

I, Abdullah bin Abu Samah, being the director of the Manager primarily responsible for the financial management of Al-Salam
Real Estate Investment Trust, do solemnly and sincerely declare that the accompanying financial statements set out on pages 159
to 207 are in my opinion correct, and | make this solemn declaration conscientiously believing the same to be true, and by virtue
of the provisions of the Statutory Declarations Act, 1960.

Subscribed and solemnly declared by the
abovenamed Abdullah bin Abu Samah
at Kuala Lumpur in the Federal Territory on Abdullah bin Abu Samah

Before me,

Commissioner for Oaths
Kuala Lumpur
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INDEPENDENT
AUDITORS' REPORT

to the unitholders of Al-Salam Real Estate Investment Trust and its subsidiary
(Incorporated in Malaysia)

Report on the audit of the financial statements
Opinion

We have audited the financial statements of Al-Salam Real Estate Investment Trust (the “Fund”), which comprise the statements of
financial position as at 31 December 2022 of the Group and of the Fund, and statements of comprehensive income, statements
of changes in net asset value and statements of cash flows of the Group and of the Fund for the year then ended, and notes to
the financial statements, including a summary of significant accounting policies, as set out on pages 159 to 207.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the Group and of the
Fund as at 31 December 2022, and of their financial performance and their cash flows for the year then ended in accordance
with Malaysian Financial Reporting Standards and International Financial Reporting Standards.

Basis for opinion

We conducted our audit in accordance with approved standards on auditing in Malaysia and International Standards on Auditing.
Our responsibilities under those standards are further described in the Auditors’ responsibilities for the audit of the financial statements
section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Independence and other ethical responsibilities

We are independent of the Group and the Fund in accordance with the By-Laws (on Professional Ethics, Conduct and Practice)
of the Malaysian Institute of Accountants (“By-Laws”) and the International Code of Ethics for Professional Accountants (including
International Independence Standards) (“IESBA Code”), and we have fulfilled our other ethical responsibilities in accordance with
the By-Laws and the IESBA Code.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the financial
statements of the Group and of the Fund for the current year. These matters were addressed in the context of our audit of the
financial statements of the Group and of the Fund as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters. For each matter below, our description of how our audit addressed the matter is provided in
that context.

We have fulfilled the responsibilities described in the Auditors’ responsibilities for the audit of the financial statements section
of our report, including in relation to these matters. Accordingly, our audit included the performance of procedures designed to
respond to our assessment of the risks of material misstatement of the financial statements. The results of our audit procedures,
including the procedures performed to address the matters below, provide the basis of our audit opinion on the accompanying
financial statements.

Valuation of investment properties

The Group and the Fund adopt fair value model for their investment properties. As at 31 December 2022, the carrying amount
of the Group’s and the Fund’s investment properties is RM1,224,173,346 which represents 94% of the Group’s and of the Fund’s
total assets.

We have identified this as an important area of our audit given the significance of the investment properties and the complex
valuation method which is based on assumptions that are highly judgmental.
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INDEPENDENT
AUDITORS' REPORT

to the unitholders of Al-Salam Real Estate Investment Trust and its subsidiary
(Incorporated in Malaysia) (contd.)

Valuation of investment properties (contd.)

Our audit procedures focused on the valuations performed by firms of independent valuers, which included, amongst others, the
following procedures:

. We considered the objectivity, independence and expertise of the firms of independent valuers;

. We obtained an understanding of the methodology adopted by the independent professional valuers in estimating the fair
value of the investment properties and assessed whether such methodology is consistent with those used in the industry;

We had discussions with the independent professional valuers to obtain an understanding of the property related data used
as input to the valuation models which included, amongst others, rental income data, yield rate and discount rate;

. We tested the accuracy of rental income data applied in the valuation by comparing them with lease agreements and
challenged yield rate by comparing them with available industry data, taking into consideration comparability and market
factors;

. We assessed whether the discount rate used to determine the present value of the cash flows reflects the estimated market

rate of return for comparable assets with similar profile; and

. We also evaluated the Group’s and the Fund’s disclosures on those assumptions to which the outcome of the valuation is
most sensitive. The disclosures on the valuation sensitivity and significant assumptions used are included in Note 3.2 and
10 to the financial statements.

Information other than the financial statements and auditors’ report thereon

The Manager of the Fund is responsible for the other information. The other information comprises the information included in
the annual report, but does not include the financial statements of the Group and of the Fund and our auditors’ report thereon.

Our opinion on the financial statements of the Group and of the Fund 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 of the Group and of the Fund, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the financial statements of
the Group and of the Fund or our knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, 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 Manager and Trustee for the financial statements

The Manager of the Fund is responsible for the preparation of financial statements of the Group and of the Fund that give a true
and fair view in accordance with Malaysian Financial Reporting Standards and International Financial Reporting Standards. The
Manager is also responsible for such internal control as the Manager determine is necessary to enable the preparation of financial
statements of the Group and of the Fund that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements of the Group and of the Fund, the Manager is responsible for assessing the Group’s and
the Fund'’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 Manager either intend to liquidate the Group or the Fund or to cease operations, or have
no realistic alternative but to do so.

The Trustee is responsible for overseeing the Fund’s financial reporting process. The Trustee is also responsible for ensuring that the

Manager maintains proper accounting and other records as are necessary to enable true and fair presentation of these financial
statements.
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INDEPENDENT
AUDITORS' REPORT

to the unitholders of Al-Salam Real Estate Investment Trust and its subsidiary
(Incorporated in Malaysia) (cont'd.)

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements of the Group and of the Fund as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ 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 approved
standards on auditing in Malaysia and International Standards on Auditing 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 approved standards on auditing in Malaysia and International Standards on Auditing, we
exercise professional judgement and maintain professional skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial statements of the Group and the Fund, 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.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group’s and the Fund’s
internal control.

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

. Conclude on the appropriateness of the Manager’s use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on
the Group’s or the Fund’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditors’ report to the related disclosures in the financial statements of the Group and
the Fund 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 auditors’ report. However, future events or conditions may cause the Group and the Fund
to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the financial statements of the Group and the Fund, including
the disclosures, and whether the financial statements of the Group and the Fund represent the underlying transactions and
events in a manner that achieves fair presentation.

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

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

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

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

to the unitholders of Al-Salam Real Estate Investment Trust and its subsidiary
(Incorporated in Malaysia) (contd.)

Other matters

This report is made solely to the unitholders of the Fund, as a body, in accordance with the Securities Commission’s Guidelines
on Real Estate Investment Trusts in Malaysia and for no other purpose. We do not assume responsibility to any other person for
the content of this report.

Ernst & Young PLT Mimie Joanna Binti Johar
202006000003 (LLP0022760-LCA) & AF 0039 03592/09/2023 J
Chartered Accountants Chartered Accountant

Kuala Lumpur, Malaysia
24 February 2023
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STATEMENTS OF
COMPREHENSIVE INCOME

For the year ended 31 December 2022

Group Fund
Note 2022 2021 2022 2021
RM RM RM RM
Gross rental income 4 67,901,145 68,998,220 67,901,145 68,998,220
Other income 5 3,898,915 2,544,863 3,898,915 2,544,863
Total revenue 71,800,060 71,543,083 71,800,060 71,543,083
Utilities expenses (5,720,275) (2,330,363) (5,720,275) (2,330,363)
Maintenance expenses (3,523,145) (3,135,090) (3,523,145) (3,135,090)
Quit rent and assessment (1,744,939) (1,661,222) (1,744,939) (1,661,222)
Property manager fee (476,400) (467,400) (476,400) (467,400)
Other property expenses (8,896,680) (8,955,158) (8,896,680) (8,955,158)
Total property expenses (20,361,439) (16,549,233) (20,361,439) (16,549,233)
Net property income 51,438,621 54,993,850 51,438,621 54,993,850
Investment income 6 511,630 329,773 511,630 329,773
Net fair value gain/(loss) on investment properties 10 46,674,736 (12,740,709) 46,674,736 (12,740,709)
Total investment income/(expense) 47,186,366 (12,410,936) 47,186,366 (12,410,936)
Net investment income 98,624,987 42,582,914 98,624,987 42,582,914
Finance costs on loan:
- Finance costs charged by financing institution (26,629,136) (24,340,276) (7,474,053) (5,272,853)
- Finance costs from a subsidiary - - (19,155,083) (19,067,423)
- Imputed finance costs (1,747,164) (1,698,896) (1,747,164) (1,698,896)
Allowance for expected credit losses of trade
receivables 13 (142,646) (9,527,577) (142,646) (9,527,577)
Allowance for expected credit loss on amount due
from a subsidiary - - (302,800) (1,133,848)
Manager fees (2,461,404) (2,477,759) (2,461,404) (2,477,759)
Trustee fees (117,207) (119,566) (117,207) (119,566)
Audit fees
- Current year (220,000) (190,000) (195,000) (155,000)
- Other services (50,000) (10,000) (50,000) (10,000)
Valuation fees (540,000) (340,000) (540,000) (340,000)
Other expenses (716,300) (691,651) (707,824) (666,059)
Total fund expenses (32,623,857) (39,395,725) (32,893,181) (40,468,981)
Profit before tax 66,001,130 3,187,189 65,731,806 2,113,933
Tax (expense)/credit 7 (585,081) 16,833 (585,081) 16,833
Profit for the year, representing total
comprehensive income for the year 65,416,049 3,204,022 65,146,725 2,130,766
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STATEMENTS OF
COMPREHENSIVE INCOME
For the year ended 31 December 2022 (contd.)

Group Fund
Note 2022 2021 2022 2021
RM RM RM RM

Total comprehensive income for the year
Realised 15,733,218 14,643,732 15,766,694 14,704,324
Unrealised: 49,682,831 (11,439,710) 49,380,031 (12,573,558)
Unbilled rental income 4 3,593,176 3,734,166 3,593,176 3,734,166
Net fair value gain/(loss) on investment properties 10 46,674,736 (12,740,709) 46,674,736 (12,740,709)
Tax (expense)/credit 7 (585,081) 16,833 (585,081) 16,833
Allowance for expected credit loss on amount due

from receivables - (2,450,000) - (2,450,000)
Allowance for expected credit loss on amount due

from a subsidiary - - (302,800) (1,133,848)

65,416,049 3,204,022 65,146,725 2,130,766

Earnings per unit 8
Gross 11.38 0.55 11.33 0.36
Net 11.28 0.55 11.23 0.37
Net income distribution 9 16,239,915 9,975,967 16,239,915 9,975,967
Income distribution per unit (sen): 9
Gross 2.80 1.72 2.80 1.72
Net 2.80 1.72 2.80 1.72

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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STATEMENTS OF
FINANCIAL POSITION

As at 31 December 2022

Group Fund
Note 2022 2021 2022 2021
RM RM RM RM
Assets
Non-current assets
Investment properties 10 1,224,173,346 1,177,236,522 1,224,173,346 1,177,236,522
Equipment 11 802,663 708,310 802,663 708,310
Investment in a subsidiary 12 - - 2 2
1,224,976,009 1,177,944,832 1,224976,011 1,177,944,834
Current assets
Trade receivables 13(a) 28,300,825 33,418,411 28,300,825 33,418,411
Other receivables and prepaid expenses 13(b) 6,406,911 4,953,108 6,381,769 4,952,844
Amount due from immediate holding company 13(c) 26,373 - 26,373 -
Amount due from related companies 13(d) 1,135,992 1,027,188 1,135,992 1,027,188
Fixed deposits with licensed banks 14 30,683,000 26,352,000 25,153,000 20,822,000
Cash and bank balances 14 13,584,627 9,804,187 13,455,715 9,734,366
80,137,728 75,554,894 74,453,674 69,954,809
Total assets 1,305,113,737  1,253,499,726 1,299,429,685 1,247,899,643
Total unitholders’ fund and liabilities
Unitholders’ fund
Unitholders’ capital 18 572,545,319 572,545,319 572,545,319 572,545,319
Undistributed income 67,240,251 18,064,117 66,048,105 17,141,295
Total unitholders’ fund 639,785,570 590,609,436 638,593,424 589,686,614
Non-current liabilities
Deferred tax liability 15 1,813,829 1,228,748 1,813,829 1,228,748
Other payables 16 3,346,464 8,194,657 3,343,617 8,194,657
Islamic financing 17 187,062,422 635,656,938 187,062,422 186,669,178
Amount due to a subsidiary 16(c) - - - 444,679,509
192,222,715 645,080,343 192,219,868 640,772,092
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STATEMENTS OF
FINANCIAL POSITION
As at 31 December 2022 (cont'd.)

Group Fund
Note 2022 2021 2022 2021
RM RM RM RM
Current liabilities
Other payables and accrued expenses 16 21,666,229 16,905,846 21,416,449 16,536,836
Amount due to immediate holding company 16(a) - 54,496 - 54,496
Amount due to related companies 16(b) 1,231,343 849,605 1,231,343 849,605
Amount due to a subsidiary 16(c) - - 445,968,601 -
Islamic financing 17 450,207,880 - - -
473,105,452 17,809,947 468,616,393 17,440,937
Total liabilities 665,328,167 662,890,290 660,836,261 658,213,029
Total unitholders’ fund and liabilities 1,305,113,737  1,253,499,726 1,299,429,685 1,247,899,643
Number of units in circulation 18 580,000,000 580,000,000 580,000,000 580,000,000
Net asset value (“NAV”)
- before income distribution 639,785,570 590,609,436 638,593,424 589,686,614
- after income distribution 631,085,570 580,169,436 629,893,424 579,246,614
NAV per unit
- before income distribution 1.10 1.02 1.10 1.02
- after income distribution 1.09 1.00 1.09 1.00

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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STATEMENTS OF
CHANGES IN NET ASSET VALUE

For the year ended 31 December 2022

Total Total
Unitholders’ undistributed unitholders’
capital Realised* Unrealised income fund
RM RM RM RM RM
Group
At 1 January 2021 572,545,319 13,323,828 11,512,234 24,836,062 597,381,381
Total comprehensive income/(loss) - 14,643,732 (11,439,710) 3,204,022 3,204,022
Transactions with unitholders:
Income distributions (Note 9) - (9,975,967) - (9,975,967) (9,975,967)
At 31 December 2021 572,545,319 17,991,593 72,524 18,064,117 590,609,436
At 1 January 2022 572,545,319 17,991,593 72,524 18,064,117 590,609,436
Total comprehensive income - 15,733,218 49,682,831 65,416,049 65,416,049
Transactions with unitholders:
Income distributions (Note 9) - (16,239,915) - (16,239,915) (16,239,915)
At 31 December 2022 572,545,319 17,484,896 49,755,355 67,240,251 639,785,570
Fund
At 1 January 2021 572,545,319 13,474,262 11,512,234 24,986,496 597,531,815
Total comprehensive income/(loss) = 14,704,324 (12,573,558) 2,130,766 2,130,766
Transactions with unitholders:
Income distributions (Note 9) - (9,975,967) - (9,975,967) (9,975,967)
At 31 December 2021 572,545,319 18,202,619 (1,061,324) 17,141,295 589,686,614
At 1 January 2022 572,545,319 18,202,619 (1,061,324) 17,141,295 589,686,614
Total comprehensive income - 15,766,694 49,380,031 65,146,725 65,146,725
Transactions with unitholders:
Income distributions (Note 9) - (16,239,915) - (16,239,915) (16,239,915)
At 31 December 2022 572,545,319 17,729,398 48,318,707 66,048,105 638,593,424

*Distributable

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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STATEMENTS OF
CASH FLLOWS

For the year ended 31 December 2022

Group Fund
Note 2022 2021 2022 2021
RM RM RM RM
Cash flows from operating activities
Profit before tax 66,001,130 3,187,189 65,731,806 2,113,933
Adjustments for:
Finance costs on loan:
- Finance costs charged by financing institution 26,629,136 24,474,076 26,629,136 24,474,076
- Imputed finance costs 1,747,164 1,698,896 1,747,164 1,565,096
Depreciation of equipment 180,748 172,286 180,748 172,286
Fair value (gain)/loss on investment properties (46,674,736) 12,740,709 (46,674,736) 12,740,709
Investment income (511,630) (329,773) (511,630) (329,773)
Unbilled rental income (3,593,176) (3,734,166) (3,593,176) (3,734,166)
Allowance for expected credit losses of trade
receivables 142,646 9,527,577 142,646 9,527,577
Operating profit before working capital changes 43,921,282 47,736,794 43,651,958 46,529,738
(Increase)/decrease in:
Trade receivables 8,568,116 (14,701,907) 8,568,116 (14,568,107)
Other receivables and prepaid expenses (1,453,803) (92,130) (1,428,925) (92,357)
Amount due from immediate holding company (26,373) 50,377 (26,373) 50,377
Amount due from related companies (108,804) (580,999) (108,804) (580,999)
(Decrease)/increase in:
Other payables and accrued expenses (125,363) 3,235,806 (98,210) 3,230,745
Amount due to immediate holding company (54,496) 54,496 (54,496) 54,496
Amount due to related companies 381,738 849,605 381,738 849,605
Net cash generated from operating activities 51,102,297 36,552,042 50,885,004 35,473,498
Cash flows from investing activities
Income received from other investments 511,630 329,773 511,630 329,773
Purchase of equipment (275,101) (3,500) (275,101) (3,500)
Additions to investment properties (262,088) (612,542) (262,088) (612,542)
Net cash used in investing activities (25,559) (286,269) (25,559) (286,269)
Cash flows from financing activities
Increase in pledged deposits with licensed banks (31,000) (74,893) (31,000) (14,893)
Income distributions paid (16,239,915) (9,975,968) (16,239,915) (9,975,968)
Islamic financing costs paid (26,591,583) (24,546,741) (26,592,739) (24,546,741)
Transaction cost paid (133,800) (897,860) (129,800) (917,059)
Increase/(decrease) in amount due to a subsidiary - - 155,358 (68,020,965)
Net drawdown in Islamic Financing - 1,000,000 - 70,000,000
Net cash used in financing activities (42,996,298) (34,495,462) (42,838,096) (33,475,626)
Net increase in cash and cash equivalents 8,080,440 1,770,311 8,021,349 1,711,603
Cash and cash equivalents at beginning of year 29,004,187 27,233,876 28,934,366 27,222,763
Cash and cash equivalents at end of year (Note 14) 37,084,627 29,004,187 36,955,715 28,934,366

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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NOTES TO THE
FINANCIAL STATEMENTS

31 December 2022

Corporate information

Al-Salam Real Estate Investment Trust (the “Fund”) is a Malaysian domiciled Islamic Real Estate Investment Trust constituted
pursuant to a Trust Deed dated 26 March 2015 between the Fund, Damansara REIT Managers Sdn Berhad (the “Manager”)
and AmanahRaya Trustees Berhad (the “Trustee”). The Trust Deed was registered with the Securities Commission Malaysia
(“SC Malaysia”) on 30 March 2015.

On 6 June 2019, at the Extraordinary General Meeting the unitholders of the Fund has approved the proposed amendments
and consolidation of the Trust Deed into Restated Trust Deed was executed and lodged on 25 November 2019 with the
Security Commission. The Fund will continue its operations until such time as determined by the Trustee and the manager
as provided under the provision of the Restated Trust Deed.

The Fund is regulated by the Capital Markets and Services Act, 2007, SC Malaysia Guidelines on Real Estate Investment Trusts
and Islamic Real Estate Investment Trusts (the “SC Guidelines”), the Main Market Listing Requirements of Bursa Malaysia
Securities Berhad (“Bursa Malaysia”), the Rules of the Depository, and taxation laws and rulings of Malaysia. The Fund will
continue its operations until such time as determined by the Trustee and the Manager as provided under the provisions
of the Deed.

The Fund commenced its business operations on 6 May 2015 and was listed on the Main Market of Bursa Malaysia on 29
September 2015.

The immediate holding company is Damansara Assets Sdn. Bhd.. The ultimate holding corporation is Johor Corporation, a
body corporate established under the Johor Corporation Enactment No. 4, 1968 (as amended by the Enactment No. 5, 1995).
Both holding company and corporation are incorporated in Malaysia.

The principal activity of the Fund is to invest in Shariah-compliant properties with the primary objective of providing
unitholders with regular and stable income distributions, sustainable long term unit prices and distributable income and

capital growth, while maintaining an appropriate capital structure.

The principal activity of the subsidiary is as a special-purpose company for the purpose of raising Islamic financing for Al-
Salam Real Estate Investment Trust.

The registered office of the Manager is located at Level 14, Menara KOMTAR, Johor Bahru City Centre, 80000 Johor Bahru,
Johor, Malaysia.

The principal place of business of the Manager is located at Unit 1-19-02, Level 19, Block 1, V SQUARE, Jalan Utara, 46200
Petaling Jaya, Selangor, Malaysia.

The Fund has entered into several service agreements in relation to the management of the Fund and its property operations.
The fees structure of these services is as follows:

(@) Property manager’s fees

Under a Property Management Agreement dated between the Fund, the Manager and Exastrata Solution Sdn Bhd
(the “Property Manager”), the Property Manager is entitled to receive property manager’s fees.

The property manager’s fee for the current financial year is RM476,400 (2021: RM467,400).
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NOTES TO THE
FINANCIAL STATEMENTS
31 December 2022 (cont'd.)

1.  Corporate information (cont’d.)

(b)

(c)

Manager’s fees
Pursuant to the Deed dated 25 November 2019, the Manager is entitled to receive the following fees from the Fund:

(i) A base management fee of up to 1% per annum of total asset value (excluding cash and bank balances) of the
Fund calculated on a monthly accrual basis. The Manager’s base management fee for the current financial year
is RM2,461,404 (2021: RM2,477,759).

(i)  An acquisition fee of 1% of the transaction value (being the total purchase price) of any investment property directly
or indirectly acquired from time to time by the Trustee for and on behalf of the Fund pro-rated, if applicable, to the
proportion of the Fund’s interest and payable to the Manager upon completion of the acquisition of the investment
property. The Manager did not earn any acquisition fee for the current and previous financial year.

(iii) A disposal fee of 0.5% of the transaction value (being the total sales price) of any investment property directly
or indirectly sold from time to time by the Trustees for and on behalf of the Fund pro-rated, if applicable, to the
proportion of the Fund’s interest and payable to the Manager upon completion of the disposal of the investment
property. The Manager did not earn any disposal fee for the current and previous financial year.

Trustee’s fees
Pursuant to the Deed dated 25 November 2019, the Trustee is entitled to receive a fee of up to 0.02% per annum of

the net asset value of the Fund, calculated based on the monthly accrual basis and payable monthly in arrears. The
Trustee’s fees for the current financial year is RM117,207 (2021: RM119,566).

The financial statements of the Group and of the Fund were authorised by the Board of Directors of the Manager for
issuance on 24 February 2023.

2. Significant accounting policies

2.1

Basis of preparation

The financial statements of the Group and of the Fund have been prepared in accordance with the applicable provisions
of the Restated Trust Deed dated 25 November 2019, Malaysian Financial Reporting Standards (“MFRS”) and International
Financial Reporting Standards. These financial statements also comply with the applicable disclosure provisions of the
Listing Requirements of Bursa Malaysia Securities Berhad.

The financial statements of the Group and the Fund are prepared under the historical cost basis except for investment
properties and applicable financial instruments that have been measured at their fair values.

The financial statements are presented in Ringgit Malaysia (“/RM”) except when otherwise stated.

As of 31 December 2022, the current liabilities of the Group and the Fund have exceeded the current assets by
RM392,967,724 and RM394,162,719 respectively. The net current liabilities position are mainly derived from the Sukuk
ljarah of RM451,000,000 which will be due for repayment in August 2023 as disclosed in Note 17.

The Manager believes that the Group will meet their short term obligation as and when they fall due on the basis that
the Group will be able to refinance their borrowings when it matures. As at the reporting date, the Group received
proposal fron financial institutions on the refinancing plan.

As at the date of the financial statements, the Group is assessing the indicative issue term sheet and will finalise the
refinancing plan by the maturity date in August 2023. Taking into consideration the viability of the refinancing plan,
the Group is confident in materialising its refinancing plan before the maturity date. Accordingly, the Manager is of
the opinion going concern basis used in the preparation of financial statements is appropriate.
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NOTES TO THE
FINANCIAL STATEMENTS
31 December 2022 (cont'd.)

2. Significant accounting policies (cont’d.)

2.2 Changes in accounting policies

The accounting policies adopted are consistent with those of the previous financial year, except in the current period,
the Group and the Fund adopted the following new and amended MFRS mandatory for annual financial periods
beginning on or after 1 January 2022:

Effective for
annual period
beginning on

Description or after
Amendment to MFRS 16 Leases: Covid-19 Related Rent Concessions beyond 30 June 2021 1 April 2021
Annual improvements to MFRS Standards 2018 - 2020 1 January 2022
Amendments to MFRS 3: Reference to the Conceptual Framework 1 January 2022
Amendments to MFRS 116: Property, Plant and Equipment - Proceeds before Intended Use 1 January 2022
Amendments to MFRS 137: Onerous Contracts - Cost of Fulfilling a Contract 1 January 2022

The adoption of the above new and amended MFRS did not have any significant financial impact to the Group and
the Fund.

2.3 Standards and interpretations issued but not yet effective

The standards and interpretations that are issued but not yet effective are disclosed below. The Group and the Fund
intend to adopt these standards, if applicable, when they become effective:

Effective for
annual periods
beginning on

Description or after
MFRS 17 Insurance Contracts 1 January 2023
Amendment to MFRS 17 Insurance Contracts: Initial Application of

MFRS 17 and MFRS 9 - Comparative Information 1 January 2023

Amendments to MFRS 112: Deferred Tax related to Assets and Liabilities arising
from a Single Transaction

Amendments to MFRS 101: Classification of Liabilities as Current or Non Current

Amendments to MFRS 101: Disclosure of Accounting Policies

Amendments to MFRS 108: Definition of Accounting Estimates

Amendments to MFRS 16: Lease Liability in a Sale and Leaseback

Amendments to MFRS 101: Non-current Liabilities with Covenants

Amendments to MFRS 10 and MFRS 128: Sale or Contribution of Assets between
an Investor and its Associate or Joint Venture Deferred

January 2023
January 2023
January 2023
January 2023
January 2024
January 2024

e

The Group and the Fund expect that the adoption of the above standards and interpretations will have no material
impact on the financial statements in the period of application.
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NOTES TO THE
FINANCIAL STATEMENTS
31 December 2022 (cont'd.)

2.

Significant accounting policies (cont'd.)

2.4 Summary of significant accounting policies

(a)

Basis of consolidation

The consolidated financial statements comprise the financial statements of the Fund and its subsidiaries as at
the end of the reporting period. The financial statements of the subsidiaries used in the preparation of the
consolidated financial statements are prepared for the same reporting date as the Fund. Consistent accounting
policies are applied to like transactions and events in similar circumstances.

The Fund controls an investee if and only if the Fund has all the following:

(i)  Power over the investee (such as existing rights that give it the current ability to direct the relevant activities
of the investee);

(ii)  Exposure, or rights, to variable returns from its involvement with the investee; and
(iii)  The ability to use its power over the investee to affect its returns.

When the Group has less than a majority of the voting rights of an investee, the Fund considers the following in
assessing whether or not the Fund’s voting rights in an investee are sufficient to give it power over the investee:

(i)  The contractual arrangement with the other vote holders of the investee;
(ii)  Rights arising from other contractual arrangements; and
(iiiy The Fund’s voting rights and potential voting rights.

Subsidiaries are consolidated when the Group obtains control over the subsidiary and ceases when the Fund
loses control of the subsidiary. All intra-group balances, income and expenses and unrealised gains and losses
resulting from intra-group transactions are eliminated in full.

When the Group loses control of a subsidiary, a gain or loss calculated as the difference between (i) the aggregate
of the fair value of the consideration received and the fair value of any retained interest and (ii) the previous
carrying amount of the assets and liabilities of the subsidiary and any non-controlling interest, is recognised
in profit or loss. The subsidiary’s cumulative gain or loss which has been recognised in other comprehensive
income and accumulated in equity are reclassified to profit or loss or where applicable, transferred directly to
undistributed income. The fair value of any investment retained in the former subsidiary at the date control is
lost is regarded as the cost on initial recognition of the investment.

Business combination

Acquisitions of subsidiaries are accounted for using the acquisition method of accounting. Under the
acquisition method, the identifiable assets acquired and liabilities assumed are measured at their fair values at the
acquisition date.

Acquisition costs incurred are expensed and included in administrative expenses. The difference between these
fair values and the fair value of the consideration (including the fair value of any pre-existing investment in the
acquiree) is goodwill or discount on acquisition.

If the fair value of the net assets acquired is in excess of the aggregate consideration transferred, the Group
reassesses whether it has correctly identified all of the assets acquired and all of the liabilities assumed and reviews
the procedures used to measure the amounts to be recognised at the acquisition date. If the reassessment still
results in an excess of the fair value of net assets acquired over the aggregate consideration transferred, then
the gain is recognised in profit or loss.

In business combinations achieved in stages, previously held equity interest in the acquiree is re-measured to
fair value at the acquisition date and any corresponding gain or loss is recognised in profit or loss.
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(a)

(b)

Basis of consolidation (cont’d.)

Subsidiary

A subsidiary is an entity over which the Group has all the following:

(i)

(i)

(iii)

Power over the investee (such as 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; and

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

In the Fund’s separate financial statements, investments in subsidiaries are accounted for at cost less impairment
losses if any. On disposal of such investments, the difference between net disposal proceeds and their carrying
amounts is included in profit or loss.

Revenue recognition

(i)

(ii)

Rental income

The Group and the Fund earn revenue from acting as a lessor in operating leases which do not transfer
substantially all of the risks and rewards incidental to ownership of an investment property.

Rental income arising from operating leases on investment property is accounted for on a straight-line
basis over the lease term and is included in revenue in the statement of profit or loss due to its operating
nature, except for contingent rental income which is recognised when it arises. Initial direct costs incurred
in negotiating and arranging an operating lease are recognised as an expense over the lease term on the
same basis as the lease income.

(a) Gross rental income
Revenue from rental of investment properties, including service charges, are recognised on a straight
line basis over the period of the lease term in accordance with terms and conditions of the tenancy
agreement between the Group and its tenants.
(b) Percentage rent
Rental income earned from certain tenants include percentage rent clauses whereby rent received
and/or receivable is the higher of base rent and a percentage of sales earned by the tenant during
the financial year. Percentage rent is recognised when it can be reliably measured by the Group.
Other income
Revenue is measured based on the consideration specified in a contract with a customer and exclude
amounts collected on behalf of third parties. The Group and the Fund recognise revenue when or as it

transfer control over a product or service to customer. An asset is transferred when (or as) the customer
obtains control of the asset.
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(b)

(c)

(d)

Revenue recognition (cont’d.)

(ii)

Other income (cont'd.)

An entity transfer control of a good or service over time and, therefore, satisfies a performance obligation
and recognises revenue over time, if one of the following criteria is met:

(i)  The customer simultaneously receives and consumes the benefits provided by the entity’s performance
as the entity performs; or

(ii)  The entity’s performance creates or enhances an asset (for example, work in progress) that the
customer controls as the asset is created or enhanced; or

(iii)  The entity’s performance does not create an asset with an alternative use to the entity and the entity
has an enforceable right to payment for payment completed to date.

If a performance obligation is not satisfied over time, an entity satisfied the performance obligation at a
point in time.

(a) Parking income and event and advertising income

Parking income and events and advertising income are recognised on an accruals basis in the
accounting period in which the services are being rendered.

(b) Investment income

Investment income, which comprise income earned from Islamic fixed deposit placements, are
recognised on an accrual basis.

Income distribution

Income distributions are recognised as a liability when they are approved by Trustee and the board of directors
of the Manager. Interim distributions are deducted from unitholders’ funds when they are paid.

Income distribution to unitholders that are declared after the reporting period are not recognised as a liability
at the end of the reporting period.

Taxation

(i)

Current income tax

Current income tax assets and liabilities are measured at the amount expected to be recovered from or
paid to taxation authorities. The tax rates and tax laws used to compute the amount are those that are
enacted, or substantively enacted, at the reporting date in the countries where the Group operates and
generates taxable income.

Current income tax relating to items recognised directly in other comprehensive income or equity is
recognised in OCl or in equity and not in the statement of profit or loss. Management periodically evaluates
positions taken in tax returns with respect to situations in which applicable tax regulations are subject to
interpretation and establishes provisions where appropriate.

In accordance with Section 61A(1) of the Income Tax Act 1967, the total income of the Fund will be

exempted from income tax provided that at least 90% of the total taxable income of the Fund is distributed
to unitholders within two months from the end of the reporting period.
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(d)

(e)

Taxation (cont’d.)
(ii) Deferred tax

Deferred tax is provided using the liability method on temporary differences between the tax bases of
assets and liabilities and their carrying amounts for financial reporting purposes at the reporting date.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

(@)  When the deferred tax liability arises from the initial recognition of goodwill or of an asset or liability
in a transaction that is not a business combination and, at the time of the transaction, affects neither
accounting profit nor taxable profit or loss

(b) In respect of taxable temporary differences associated with investments in subsidiaries, when the
timing of the reversal of the temporary differences can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent
that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred
tax asset to be utilised. Unrecognised deferred tax assets are re-assessed at each reporting date and are
recognised to the extent that it has become probable that future taxable profits will allow the deferred
tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when
the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted at the reporting date.

Deferred tax relating to items recognised outside profit or loss is recognised outside profit or loss. Deferred
tax items are recognised in correlation to the underlying transaction either in OCl or directly in equity.

The Group and the Fund offset deferred tax assets and deferred tax liabilities if, and only if, it has a legally
enforceable right to set off current tax assets and current tax liabilities and the deferred tax assets and
deferred tax liabilities relate to income taxes levied by the same taxation authority on either the same
taxable entity or different taxable entities which intend either to settle current tax liabilities and assets on
a net basis, or to realise the assets and settle the liabilities simultaneously, in each future period in which
significant amounts of deferred tax liabilities or assets are expected to be settled or recovered.

Investment properties

Property held under a lease is classified as investment property when it is held to earn rentals or for capital
appreciation or both, rather than for sale in the ordinary course of business or for use in production or
administrative functions.

Investment property comprises principally office building and shopping mall that are not occupied substantially
for use by, or in the operations of, the Group and the Fund, nor for sale in the ordinary course of business, but
are held primarily to earn rental income and capital appreciation. These buildings are substantially rented to
tenants and not intended to be sold in the ordinary course of business.

Investment property is measured initially at cost, including transaction costs. Transaction costs include transfer

taxes, professional fees for legal services and (only in case of investment property held under a lease) initial
leasing commissions to bring the property to the condition necessary for it to be capable of operating.
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(e)

(f)

(9)

Investment properties

Subsequent to initial recognition, investment property is stated at fair value, which reflects market conditions at
the reporting date. The fair values were determined based on the capitalisation of net income method (“investment
method”) and is premised on the principle that the value of an income-producing property is represented by
the “present worth of future rights to income, or utility”. The valuation is performed by registered independent
valuers having an appropriate recognised professional qualification and recent experience in the location and
category of the properties being valued. Gains or losses arising from changes in the fair values of investment
property are included in profit or loss in the period in which they arise, including the corresponding tax effect.

For the purposes of these financial statements, in order to avoid double counting, the fair value reported in the
financial statements is:

(i) Reduced by the carrying amount of any accrued income resulting from the spreading of lease incentives
and/or minimum lease payments;

(i)  In the case of investment property held under a lease, increased by the carrying amount of any liability to
the head lessor that has been recognised in the statement of financial position as a finance lease obligation.

Investment property is derecognised either when it has been disposed of (i.e. at the date the recipient obtains
control of the investment property in accordance with the requirements for determining when a performance
obligation is satisfied in MFRS 15) or when it is permanently withdrawn from use and no future economic benefit
is expected from its 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
to be included in the gain or loss arising from the derecognition of investment property, the Group and the
Fund consider the effects of variable consideration, the existence of a significant financing component, non-
cash consideration, and consideration payable to the buyer (if any) in accordance with the requirements for
determining the transaction price in MFRS 15.

Equipment
Equipment are stated at cost less accumulated depreciation and any impairment losses.
Equipment are depreciated on the straight-line method at an annual rate of 10% based on its estimated useful lives.

The estimated useful lives, residual values and depreciation method of equipment are reviewed at the end of
each reporting period, with the effect of any change in estimates accounted for prospectively.

Gain or loss arising from the disposal of an asset is determined as the difference between the net disposal
proceeds and the carrying amount of the asset, and is recognised in profit or loss.

Impairment of non financial assets

At the end of each reporting period, the Group and the Fund review the carrying amounts of their non-financial
assets to determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset, the
Group and the Fund estimate the recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value-in-use. In assessing value-in-use, the

estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset.
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(9)

(h)

(i)

(j)

Impairment of non financial assets (cont’d.)

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount,
the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment
loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been recognised
for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately
in profit or loss.

Leases
As a lessor

Leases in which the Group and the Fund do not transfer substantially all the risks and rewards incidental to
ownership of an asset are classified as operating leases. Rental income arising is accounted for on a straight-
line basis over the lease terms and is included in revenue in the statement of profit or loss due to its operating
nature. Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying
amount of the leased asset and recognised over the lease term on the same basis as rental income. Contingent
rents are recognised as revenue in the period in which they are earned.

Islamic Financing

Islamic financing are recognised initially at fair value, net of transaction costs incurred. Islamic Financing are
subsequently stated at amortised cost; any difference between the fair value (net of transaction costs) and the
redemption value is recognised in profit or loss over the period of the Islamic financing using the effective
interest method.

Islamic financing are classified as current liabilities unless the Group and the Fund have an unconditional right
to defer settlement of the liability for at least twelve months after the end of the reporting period.

Debt financing costs incurred arising from extinguishment of Islamic financing are accounted for in profit or
loss in the period during which the extinguishment is concluded. Debt financing costs incurred on new Islamic
financing are capitalised and amortised over the period of Islamic financing. All other Islamic financing costs are
recognised in profit or loss in the period they are incurred. Islamic financing costs consist of financing costs and
other costs that the Group and the Fund incurred in connection with the Islamic financing of funds.

Provisions

Provisions are recognised when the Group and the Fund have a present obligation as a result of a past event,
and it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligations, and a reliable estimate can be made.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. If it is no
longer probable that an outflow of economic resources will be required to settle the obligation, the provision
is reversed. If the effect of the time value of money is material, provisions are discounted using a current pre
tax rate that reflects, where appropriate, the risks specific to the liability. When discounting is used, the increase
in the provision due to the passage of time is recognised as a finance cost.

173 | ANNUAL REPORT 2022



NOTES TO THE
FINANCIAL STATEMENTS
31 December 2022 (cont'd.)

2.

Significant accounting policies (cont'd.)

2.4 Summary of significant accounting policies (cont’d.)

(k)

Financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition and measured either at amortised cost, fair value through
other comprehensive income, and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash flow
characteristics and the Group’s and the Fund’s business model for managing them. With the exception of trade
receivables that do not contain a significant financing component or for which the Group and the Fund have
applied the practical expedient, the Group and the Fund initially measure 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. Trade receivables that do
not contain a significant financing component and therefore are measured at the transaction price determined
under MFRS 15.

In order for a financial asset to be classified and measured at amortised cost or fair value through other
comprehensive income, it needs to give rise to cash flows that are ‘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 Group’s and the Fund’s business model for managing financial assets refer to how they manage their
financial assets in order to generate cash flows. The business model determines whether cash flows will result
from collecting contractual cash flows, selling the financial assets, or both.

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

The Group and the Fund determined the classification of their financial assets as financial assets (debt instruments)
at amortised cost at its initial recognition.

Subsequent measurement

Financial assets at amortised cost are subsequently measured using the effective interest (EIR) method and
are subject to impairment. Gains and losses are recognised in profit or loss when the asset is derecognised,
modified or impaired.

The Group’s and the Fund'’s financial assets at amortised cost includes trade receivables, other receivables
(excluding prepaid expenses and unbilled rental income), amount due from related companies, fixed deposits
with licensed banks, and cash and bank balances.

Derecognition

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

(i)  The rights to receive cash flows from the asset have expired; or

(ii)  The Group and the Fund have transferred their rights to receive cash flows from the asset or have assumed
an obligation to pay the received cash flows in full without material delay to a third party under a ‘pass-
through’ arrangement; and either the Fund has transferred substantially all the risks and rewards of the
asset, or the Fund has neither transferred nor retained substantially all the risks and rewards of the asset,
but has transferred control of the asset.
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(k)

(U]

(m)

Financial assets (cont’d.)
Derecognition (cont'd.)

When the Group and the Fund have transferred their rights to receive cash flows from an asset or has entered
into a pass-through arrangement, it evaluates if, and to what extent, they have retained the risks and rewards
of ownership. When they have neither transferred nor retained substantially all of the risks and rewards of the
asset, nor transferred control of the asset, the Group and the Fund continue to recognise the transferred asset
to the extent of their continuing involvement. In that case, the Group and the Fund also recognise an associated
liability. The transferred asset and the associated liability are measured on a basis that reflects the rights and
obligations that the Group and the Fund have retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower
of the original carrying amount of the asset and the maximum amount of consideration that the Group and
the Fund could be required to repay.

Impairment of financial assets

The Group and the Fund recognise 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 and the Fund expect to receive,
discounted at an approximation of the original effective interest rate. The expected cash flows 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 (a 12-month ECL). For those credit exposures for which there has been a
significant increase in credit risk since initial recognition, a loss allowance is required for credit losses expected
over the remaining life of the exposure, irrespective of the timing of the default (a lifetime ECL).

For trade receivables, the Group and the Fund apply a simplified approach in calculating ECLs. Therefore, the
Group and the Fund do not track changes in credit risk, but instead recognise a loss allowance based on lifetime
ECLs at each reporting date. The Group and the Fund have 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 Group and the Fund consider factors if a financial asset in default such as the probability of insolvency
or significant financial difficulties of the debtor and default or significant delay in payments that indicate that
the Group and the Fund are unlikely to receive the outstanding contractual amounts in full before taking into
account any credit enhancements held by the Group and the Fund. A financial asset is written off when there
is no reasonable expectation of recovering the contractual cash flows.

Financial liabilities
Recognition and measurement

Financial liabilities are classified according to the substance of the contractual arrangements entered into and
the definitions of a financial liability.

Financial liabilities are recognised in the statements of financial position when, and only when, the Group and

the Fund become a party to the contractual provisions of the financial instruments. Financial liabilities are
classified as other financial liabilities.

175 | ANNUAL REPORT 2022



NOTES TO THE
FINANCIAL STATEMENTS
31 December 2022 (cont'd.)

2.

Significant accounting policies (cont'd.)

2.4 Summary of significant accounting policies (cont’d.)

(m)

(n)

(o)

(p)

Financial liabilities (cont'd.)
Recognition and measurement (cont’d.)

The Group’s and the Fund’s other financial liabilities include total payables (non-current and current), Islamic
financing, amount due to related companies and amount due to a subsidiary.

Payables are recognised initially at fair value plus directly attributable transaction costs and subsequently measured
at amortised cost using the effective interest method.

Derecognition

A financial liability is derecognised when the obligation under the liability is extinguished. When an existing
financial liability is replaced by another from the same financier on substantially different terms, or the terms of
an existing liability are substantially modified, such as exchange or modification is treated as a derecognition of
the original liability and the recognition of a new liability, and the difference in the respective carrying amounts
is recognised 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 recognised amounts and there is an intention
to settle on a net basis, to realise the assets and settle the liabilities simultaneously.

Cash and cash equivalents

Cash and short-term deposits in the statement of financial position comprise cash at banks and on hand and
short-term highly liquid deposits with a maturity of three months or less, that are readily convertible to a known
amount of cash and subject to an insignificant risk of changes in value.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of cash and
short-term deposits, as defined above, net of restricted cash as they are considered an integral part of the
Group’s and the Fund'’s cash management.

Segment reporting

For management purposes, the Group and the Fund are organised into operating segments based on industry
which are independently managed by the respective segment managers responsible for the performance of the
respective segments under their charge. The segment managers report directly to the Manager of the Group and
the Fund who regularly review the segment results in order to allocate resources to the segments and to assess
the segment performance. Additional disclosures on each of these segments are shown in Note 23, including
the factors used to identify the reportable segments and the measurement basis of segment information.
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(q)

(r)

Current versus non-current classification

The Group and the Fund present assets and liabilities in the statement of financial position based on current/
non-current classification.

An asset is current when it is:

- Expected to be realised or intended to be sold and consumed in the normal operating cycle;

- Held primarily for the purpose of trading;

- Expected to be realised within 12 months after reporting period; or

- Cash and cash equivalent unless restricted from being exchanged or used to settle a liability for at least
twelve months after reporting period.

All other assets are classified as non-current.

A liability is current when:

- It is expected to be settled in the normal operating cycle;

- It is held primarily for the purpose of trading;

- It is due to be settled within 12 months after reporting period; or

- There is no unconditional right to defer the settlement of the liability; for at least twelve months after
reporting period.

All other liabilities are classified as non-current.

Deferred tax assets and liabilities are classified as non-current assets and liabilities.

Fair value measurement

The Group and the Fund measure financial instruments such as derivatives and investment property at fair value
at each balance sheet 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:

(i) In the principal market for the asset or liability; or
(i)  In the absence of a principal market, in the most advantageous market for the asset or liability

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 takes into account 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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(r)

Fair value measurement (cont’d.)

The Group and the Fund use 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 inputs.

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

(i)  Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities

(i)  Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable

(iii)  Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognised in the financial statements at fair value on a recurring basis, the
Group and the Fund determine whether transfers have occurred between levels in the hierarchy by re-assessing
categorisation (based on the lowest level input that is significant to the fair value measurement as a whole) at
the end of each reporting period.

Significant accounting judgements and estimates

The preparation of the Group’s and the Fund’s financial statements requires management to make judgements, estimates
and assumptions that effect the reported amounts of the revenue, expenses, assets and liabilities, and the disclosure of
contingent liabilities at the reporting date. However, uncertainty about these assumptions and estimates could result in
outcomes that could require a material adjustment to the carrying amount of the asset or liability affected in the future.

3.1

Critical judgements made in applying accounting policies

There are no critical judgements made by management in the process of applying the Group’s and the Fund’s accounting
policies that have a significant effect on the amounts recognised in the financial statements.

(a)

Deferred taxation on investment properties

For the purposes of measuring deferred tax liabilities arising from investment properties that are measured at
fair value, the Group and the Fund have concluded that certain investment properties are held under a business
model whose objective is to consume substantially all of the economic benefits embodied in the investment
properties over time while others are held for eventual sale. As a result, the Group and the Fund have measured
deferred tax on changes in fair values of these investment properties using the corporate income tax rate or the
real property gains tax rate, as appropriate.
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Significant accounting judgements and estimates (cont'd.)

3.2

Key sources of estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the end of the reporting
period that have a significant risk of causing a material adjustment to the carrying amount of assets and liabilities of
the Fund within the next financial year are discussed below:

Fair value of investment properties

The Group and the Fund carry their investment properties at fair value, with changes in fair values being recognised
in profit or loss. The Group and the Fund had engaged an independent professional valuer to determine the fair
value and there are no material events that affect the valuation between the valuation date and financial year end.

The determined fair value of the investment properties by the independent professional valuer is most sensitive to
the estimated yield rate and discount rate. The range of the yield rate and the discount rate used in the valuation is
described in Note 10.

The following table demonstrates the sensitivity of the fair value measurement to changes in estimated term yield
rate, discount rate and its corresponding sensitivity result in a higher or lower fair value measurement:

Fair value
Increase/(decrease)
2022 2021
RM RM
Yield rate
- 0.25% 9,210,000 28,732,000
+ 0.25% (10,360,000) (32,363,000)
Discount rate
- 0.25% 36,330,000 10,011,000
+ 0.25% (32,760,000) (15,498,000)
Gross rental income
Group Fund
2022 2021 2022 2021
RM RM RM RM
Rental income:
- Base rental income 59,699,698 61,544,366 59,699,698 61,544,366
- Unbilled rental income 3,593,176 3,734,166 3,593,176 3,734,166
Percentage rent 1,774,232 558,467 1,774,232 558,467
Service charges 2,834,039 3,161,221 2,834,039 3,161,221
67,901,145 68,998,220 67,901,145 68,998,220
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5. Other income

Group Fund
2022 2021 2022 2021
RM RM RM RM
Timing of revenue recognition:
At a point in time
Parking income 2,304,751 1,499,953 2,304,751 1,499,953
Event and advertising income 1,594,164 1,044,910 1,594,164 1,044,910
3,898,915 2,544,863 3,898,915 2,544,863
6. Investment income
Group Fund
2022 2021 2022 2021
RM RM RM RM
Income from Islamic deposit placements 511,630 329,773 511,630 329,773
7. Tax (expense)/credit
Group Fund
2022 2021 2022 2021
RM RM RM RM
Deferred tax relating to the origination and
reversal of temporary differences (Note 15) (585,081) 16,833 (585,081) 16,833

Pursuant to Section 61A of the Malaysian Income Tax Act, 1967 (“Act”), income of the Fund will be exempted from tax
provided that at least 90% of its total taxable income (as defined in the Act) is distributed to the unitholders’ in the basis
period of the Fund for that year of assessment within two months after the close of the financial year. If the 90% distribution
condition is not complied with or the 90% distribution is not made within two months after the close of the financial year
which forms the basis period for a year of assessment, the Fund will be subject to income tax at the prevailing statutory
rate on its total taxable income. Income which has been taxed at the Fund’s level will have tax credits attached when

subsequently distributed to unitholders.

As at the date of this financial statements, the Fund has declared more than 90% of its distributable income to unitholders
for the financial year ended 31 December 2022 accordingly. No provision for income tax expense has been made for the year.

Deferred tax liability has been provided for the investment properties held by Al-Salam REIT at 10% which reflects the
expected manner of recovery of the investment properties, i.e. recovered through sale.
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31 December 2022 (cont'd.)

Tax (expense)/credit (cont'd.)

Reconciliation of the tax (expense)/credit is as follows:

Group Fund
2022 2021 2022 2021
RM RM RM RM
Profit before tax 66,001,130 3,187,189 65,731,806 2,113,933
Tax at the statutory tax rate of 24% (2021: 24%) 15,840,271 764,925 15,775,633 507,344
Expenses not deductible for tax purposes 334,855 4,043,762 429,192 4,015,530
Income not subject to tax (16,175,126) (4,808,687) (16,204,825) (4,522,874)
Deferred tax recognised at different tax rate (585,081) 16,833 (585,081) 16,833
(585,081) 16,833 (585,081) 16,833

Taxation of the unitholders

Pursuant to Section 109D(2) of the Malaysian Income Tax Act 1967, where 90% or more of the Real Estate Investment Trust’s
(“REIT") total taxable income is distributed by the REIT, distributions to unitholders (other than resident corporate investors)
will be subject to tax based on a withholding tax mechanism at the following rates:

Unitholders Tax rate
Individuals and all other non-corporate investors such as institutional investors 10%
Non-resident corporate investors 24%

Resident corporate investors are required to report the distributions in their normal corporate tax return and subject to the
normal corporate tax rate of 24%.

Earnings per unit

The gross and net earnings per unit, which are calculated based on the profit before tax and profit for the financial year of
the Group and of the Fund, respectively, divided by the weighted average number of units in circulation as of 31 December
2022, are as follows:

Group

2022 2021
RM RM

Earnings attributable to unitholders:
Profit before tax 66,001,130 3,187,189
Profit for the year 65,416,049 3,204,022
Number of units 580,000,000 580,000,000
Gross earnings per unit (sen) 11.38 0.55
Net earnings per unit (sen) 11.28 0.55
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9. Income distribution

Group and Fund

2022 2021
RM RM
Income distributions on ordinary shares in respect of the current
financial year
First interim income distribution of 0.50 sen per unit declared on
26 November 2021 and paid on 20 January 2022 - 2,900,000
First interim income distribution of 0.50 sen per unit declared on
26 August 2022 and paid on 11 October 2022 2,899,986 -
Second interim income distribution of 0.50 sen per unit declared on
25 November 2022 and paid on 6 January 2023 2,900,000 -
5,799,986 2,900,000
Income distribution on ordinary shares in respect of the previous
financial year
Final income distribution of 1.22 sen per unit declared on
26 January 2021 and paid on 26 February 2021 - 7,075,967
Final income distribution of 1.80 sen per unit declared on
27 January 2022 and paid on 28 February 2022 10,439,929
16,239,915 9,975,967

The Manager had declared a final income distribution of 1.50 (2021: 1.80) sen per unit totalling RM8,700,000 (2021:
RM10,440,000) for the financial year ended 31 December 2022 on 2 February 2023 (2021: 27 January 2022).

The financial statements for the current year do not reflect this final income distribution. Such income distribution will be
accounted for in equity as an appropriation of profits in the financial year ending 31 December 2022.

The total distributions (including proposed final income distribution) for the financial year ended 31 December 2022 amounting
to RM 14,499,986 (2021: RM13,339,929). Total income distribution is 2.50 (2021: 2.30) sen per unit.
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10.

Income distribution (cont’d.)

Distribution to unitholders is derived from the following sources:

Group Fund
2022 2021 2022 2021
RM RM RM RM
Net property income 51,438,621 54,993,850 51,438,621 54,993,850
Investment income 511,630 329,773 511,630 329,773
Less: Unbilled rental income (3,593,176) (3,734,166) (3,593,176) (3,734,166)
48,357,075 51,589,457 48,357,075 51,589,457
Less: Fund expenses (32,623,857) (39,395,725) (32,590,381) (40,468,981)
Realised income 15,733,218 14,643,732 15,766,694 14,704,324
Undistributed income brought forward 17,991,593 13,323,828 18,202,619 13,474,262
Less: Undistributed income (17,484,896) (17,991,593) (17,729,398) (18,202,619)
16,239,915 9,975,967 16,239,915 9,975,967
Number of units in circulation 580,000,000 580,000,000 580,000,000 580,000,000
Income distribution per unit (sen):
Gross 2.80 1.72 2.80 1.72
Net 2.80 1.72 2.80 1.72
Investment properties
Group Fund
2022 2021 2022 2021
RM RM RM RM

At 1 January
Enhancements

1,177,236,522

1,189,364,689

1,177,236,522

1,189,364,689

262,088 612,542 262,088 612,542
Fair value adjustment 46,674,736 (12,740,709) 46,674,736 (12,740,709)
At 31 December 1,224,173,346 1,177,236,522 1,224,173,346 1,177,236,522
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10.

Investment properties (cont’d.)

Fair value measurement of the Group’s and the Fund'’s investment properties

The fair values of the Group’s and the Fund’s investment properties as of 31 December 2022 have been arrived at on the
basis of valuation carried out by Cheston International Sdn Bhd, independent valuer not related to the Group and the Fund.
The valuer are registered members of the Board of Valuers, Appraisers and Estate Agents, Malaysia, and they have appropriate
qualifications and recent experience in the valuation of the properties in the relevant locations. The valuation of the Fund'’s
investment properties were performed in accordance with the Malaysian Valuation Standards issued by the Board of Valuers,
Appraisers and Estate Agents, Malaysia.

The fair values were determined based on the capitalisation of net income method and is premised on the principle that
the value of an income-producing property is represented by the “present worth of future rights to income, or utility” The
values estimated under this method are derived by ascertaining the market rent of the properties; deducting all reasonable
annual operating expenses (as would be experienced under typical management) and then capitalising the resultant net
operating income by an appropriate rate of capitalisation to obtain the present value of the income stream. In undertaking
their assessment of the value using this approach, the market rental income and expected future rental income are taken
into consideration. In arriving at the net income, the outgoings i.e. quit rent, assessment, insurance, repairs and maintenance
and management, are deducted from gross rental income together with allowance for void.

In estimating the fair values of the investment properties, the highest and best use of the investment properties is their
current use.

The following table shows a reconciliation of Level 3 fair values:

Group Fund
2022 2021 2022 2021
RM RM RM RM
Valuation per valuers’ report 1,240,990,000 1,190,460,000 1,240,990,000 1,190,460,000
Less: Unbilled rental income (16,816,654) (13,223,478) (16,816,654) (13,223,478)

1,224,173,346  1,177,236,522 1,224,173,346 1,177,236,522

The fair value of the investment properties are classified as Level 3 for fair value hierarchy disclosure purposes. The significant
unobservable inputs applied by the independent valuer in applying the investment method above are as follows:

Inter-relationship between significant
unobservable inputs and fair value

Significant unobservable inputs measurement

Term yield ranging from 5.00% - 6.75% (2021: 5.00% - 6.75%) Higher term yield rates, lower fair value
Reversionary yield ranging from 5.50% - 7.25% (2021: 5.50% - 7.5%) Higher reversionary yield rates, lower fair value
Discount rate ranging from 5.00% to 7.25% (2021: 5.00% - 7.25%) Higher discount rate, lower fair value
Allowance for void of 3.0% - 10.00% (2021: 2.5% - 10.00%) Higher allowance for void rate, lower fair value

The valuer had adopted market corroborated capitalisation rates, which is the most frequently adopted methodology by
the property industry in Malaysia, based on information pertaining to recent comparable sales which are publicly available,
adjusted for the location, quality and characteristics of the investment properties.
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NOTES TO THE
FINANCIAL STATEMENTS
31 December 2022 (cont'd.)

11.

12.

Equipment
Group Fund
2022 2021 2022 2021
RM RM RM RM
Cost
At 1 January 1,273,913 1,270,413 1,273,913 1,270,413
Additions 275,101 3,500 275,101 3,500
At 31 December 1,549,014 1,273,913 1,549,014 1,273,913
Accumulated depreciation
At 1 January (565,603) (393,317) (565,603) (393,317)
Charge for the year (180,748) (172,286) (180,748) (172,286)
At 31 December (746,351) (565,603) (746,351) (565,603)
Net carrying amount
At 31 December 802,663 708,310 802,663 708,310
Investment in a subsidiary
Fund
2022 2021
RM RM
Unquoted shares, at cost 2 2
Details of the subsidiary are as follows:
Proportion of ownership
interest
Country of 2022 2021
Name of subsidiary Principal activities incorporation % %
ALSREIT Capital Sdn Bhd Special purpose company Malaysia 100 100

for the purpose
of raising Islamic
Financing for the Fund
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31 December 2022 (cont'd.)

13. Trade receivables, other receivables and prepaid expenses

(@) Trade receivables

Group and Fund

2022 2021
RM RM
Current
Third parties 7,841,308 11,873,475
Amount due from related companies 6,141,672 13,491,214
13,982,980 25,364,689
Less: Allowance for expected credit losses (2,498,809) (5,169,756)
11,484,171 20,194,933
Unbilled rental income (Note (i) 16,816,654 13,223,478
28,300,825 33,418,411

Trade receivables comprise rental receivable from lessees. The credit period granted by the Group and the Fund on

rental receivable from lessees generally ranges from 1 to 7 days (2021: 1 to 7 days).

The ageing analysis of the Group’s and of the Fund'’s trade receivables is as follows:

Total gross Allowance
carrying for expected
amount at credit
default losses Total
RM RM RM
Group and Fund
At 31 December 2022
1 to 30 days past due 3,968,992 (696,291) 3,272,701
31 to 60 days past due 1,499,993 (269,999) 1,229,994
61 to 90 days past due 39,116 (7,041) 32,075
90 to 120 days past due 610,733 (109,932) 500,801
More than 120 days pass due 7,864,146 (1,415,546) 6,448,600
13,982,980 (2,498,809) 11,484,171
At 31 December 2021
1 to 30 days past due 4,396,892 (776,963) 3,619,929
31 to 60 days past due 3,147,348 (68,529) 3,078,819
61 to 90 days past due 2,165,760 (318) 2,165,442
90 to 120 days past due 2,623,660 (7,132) 2,616,528
More than 120 days pass due 13,031,029 (4,316,814) 8,714,215
25,364,689 (5,169,756) 20,194,933
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13. Trade receivables, other receivables and prepaid expenses (cont’d.)

(@) Trade receivables (cont'd.)

Movement in allowance for expected credit losses of trade receivables:

Group and Fund

2022 2021

RM RM

At 1 January 5,169,756 3,457,908
Derecognition loss on lease receivables (Note (ii)) 142,646 9,527,577
Written off (2,813,593) (7,815,729)
At 31 December 2,498,809 5,169,756

(i) Unbilled rental income
Unbilled rental income relate to the Group’s rights to recognise revenue. Rental income is recognised on a straight line
basis including rent free period. Rental will be billed in accordance with the billing terms as set out in the tenancy
agreements.

(ii) Derecognition loss on lease receivables

During the financial year, the Group and the Fund derecognised past lease receivables of RM142,646 (2021: RM9,527,577)
in respect of waiver of lease receivables and rental concessions given to tenants.

Group Fund
2022 2021 2022 2021
RM RM RM RM
Other receivables 6,260,072 4,617,722 6,234,930 4,617,458
Prepaid expenses 146,839 335,386 146,839 335,386
Other receivables and prepaid expenses 6,406,911 4,953,108 6,381,769 4,952,844
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13.

14.

Trade receivables, other receivables and prepaid expenses (cont'd.)

(b) Other receivables and prepaid expenses

NOTES TO THE
FINANCIAL STATEMENTS
31 December 2022 (cont'd.)

Group Fund
2022 2021 2022 2021
RM RM RM RM
Total trade and non-trade receivables 34,707,736 38,371,519 34,682,594 38,371,255
Less:
Prepaid expenses (146,839) (335,386) (146,839) (335,386)
Add:
Amount due from immediate holding company
(Note(c)) 26,373 = 26,373 =
Amount due from related companies (Note (d)) 1,135,992 1,027,188 1,135,992 1,027,188
Fixed deposits with licensed banks 30,683,000 26,352,000 25,153,000 20,822,000
Cash and bank balances 13,584,627 9,804,187 13,455,715 9,734,366
Total financial assets carried at amortised cost
(debt instruments) 79,990,889 75,219,508 74,306,835 69,619,423

(c) Amount due from immediate holding company

Amount due from immediate holding company is non-trade, unsecured, interest-free and repayable on demand.

(d) Amount due from related companies

Amount due from related companies, which arose mainly from collections on behalf, is unsecured, interest-free and
repayable on demand. Transactions with related parties are disclosed in Note 20.

Cash and cash equivalents

Group Fund
2022 2021 2022 2021
RM RM RM RM
Fixed deposits with licensed banks 30,683,000 26,352,000 25,153,000 20,822,000
Cash and bank balances 13,584,627 9,804,187 13,455,715 9,734,366
44,267,627 36,156,187 38,608,715 30,556,366
Less:

Deposits with licensed banks with maturity
period of more than 3 months (7,183,000) (7,152,000) (1,653,000) (1,622,000)
37,084,627 29,004,187 36,955,715 28,934,366
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14.

15.

Cash and cash equivalents (cont'd.)

At the reporting date, the weighted average deposit rate per annum and average remaining maturity period of fixed deposits
with licensed banks are as follows:

Group Fund
2022 2021 2022 2021
RM RM RM RM
Weighted average deposit rate (%) 5.16% 3.41% 4.73% 3.04%
Average remaining maturity period 36 45 32 25

The deposits with licensed banks of the Group and of the Fund of RM7,183,000 and RM1,653,000 (2021: RM7,152,000 and
RM1,622,000) respectively are placed as reserve for repayment of finance costs on long-term Islamic financing as mentioned
in Note 17 and hence, are not available for general use.

Deferred tax liability

Group and Fund

2022 2021

RM RM

At 1 January 1,228,748 1,245,581
Recognised in profit or loss (Note 7) 585,081 (16,833)
At 31 December 1,813,829 1,228,748

The deferred tax liability relates to fair value gain on investment properties which is expected to be recovered through
sale. The amount of deferred tax recognised is measured using the tax rates that would apply on the sale of those assets
at their carrying values at the reporting date unless the property is held with the objective to consume substantially all the
economic benefits embodied in the property over time, rather than through sale.

Based on the Finance Act 2019 which was gazetted in December 2019, it was clarified that the RPGT rate of 10% is prescribed
for disposal of investment properties held for more than 5 years for a trustee of a trust.
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Other payables and accrued expenses

Group Fund
2022 2021 2022 2021
RM RM RM RM
Non current
Tenant deposit payables 3,346,464 8,194,657 3,343,617 8,194,657
Current
Tenant deposit payables 10,125,926 5,882,510 10,125,926 5,882,510
Other payables 3,273,986 3,328,226 3,273,986 3,328,226
Income distribution 2,900,000 2,900,000 2,900,000 2,900,000
Accrued expenses 4,193,730 3,660,076 4,188,730 3,625,076
Accrued financing cost (Note 17) 1,172,587 1,135,034 927,807 801,024
21,666,229 16,905,846 21,416,449 16,536,836
Total payables (non-current and current) 25,012,693 25,100,503 24,760,066 24,731,493
Add:
Islamic financing (Note 17) 637,270,302 635,656,938 187,062,422 186,669,178
Amount due to immediate holding company
(Note (a)) - 54,496 - 54,496
Amount due to related companies (Note (b)) 1,231,343 849,605 1,231,343 849,605
Amount due to a subsidiary (Note (c)) - - 445,968,601 444,679,509
Total financial liabilities carried at amortised cost 663,514,338 661,661,542 659,022,432 656,984,281

(@) Amount due to immediate holding company
Amount due to immediate holding company is non-trade, unsecured, interest-free and repayable on demand.

(b) Amount due to related companies
Amount due to related companies are non-trade, unsecured, interest-free and repayable on demand.

(c) Amount due to a subsidiary
Amount due to a subsidiary represents unsecured advances received from the proceeds raised from Islamic financing
by the subsidiary. The finance costs and repayment terms of the unsecured advances mirror the finance costs and
repayment terms of the Islamic financing of Sukuk ljarah raised by the said subsidiary as disclosed in Note 17.
The amount due to a subsidiary is unsecured, repayable on demand and bears returns of 3.75% to 5.09% (2021: 3.72%

to 3.91%) per annum, that are presented as net amount as there is a currently enforceable legal right to offset the
recognised amounts and there is an intention to settle on a net basis, to realise the simultaneously.
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17.

Islamic financing

Group Fund
2022 2021 2022 2021
RM RM RM RM
Non current
Term Financing-i (“TF-i”) (Note (a)) 118,000,000 118,000,000 118,000,000 118,000,000
Business Financing-i (“BF-i") (Note (b)) 70,000,000 70,000,000 70,000,000 70,000,000
Sukuk ljarah (Note (c)) - 451,000,000 - -

188,000,000 639,000,000 188,000,000 188,000,000

Less: Transaction cost (937,578) (3,343,062) (937,578) (1,330,822)

187,062,422 635,656,938 187,062,422 186,669,178

Current

Sukuk ljarah (Note (c)) 451,000,000 - - -

Less: Transaction cost (792,120) - - -
450,207,880 - - -

Total Islamic financing 637,270,302 635,656,938 187,062,422 186,669,178

(@) TF-i

(b)

The TF-i profit is payable over a period of 60 months from the date of first disbursement. The effective profit rate
for the TF-i will be based on COF which is based on the Bank’s COF + 1.45% per annum for the duration of the TF-i.

The average effective profit rate for the TF-i is 4.04% (2021: 3.79%) per annum. The principal amount is to be expected
to be paid in March 2024.

The TF-i has a significant covenant in which the Fund shall at all times, maintain the following criteria:
(i)  The financing payment cover ratio (“FPCR") of not less than 1.25 times;
(ii)  Total debts and financing over total assets value of not more than 50%; and

(iii)  Minimum security cover of 1.25 times.

The financing is secured by the investment properties amounting to RM165,070,000 (2021: RM152,658,000) as per
disclosed in Note 10.

BF-i

The BF-i profit is payable over a period of 72 months from the date of first disbursement. The effective profit rate
for the BF-i will be based on COF which is based on the Bank’s COF + 0.60% per annum for the duration of the BF-i.

The average effective profit rate for the BF-i is 3.69% (2020: 3.56%) per annum. The principal amount is to be expected
to be paid in September 2026.

The BF-i has a significant covenant in which the Fund shall at all times, maintain the following criteria:
(i)  The financing payment cover ratio (“FSCR") of not less than 1.25 times;
(ii)  Total debts and financing over total assets value of not more than 50%; and

(iii)  Minimum security cover of 1.30 times.

The financing is secured by the investment properties amounting to RM102,700,000 (2021: RM96,900,000) as per
disclosed in Note 10.
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Islamic financing (cont'd.)

(c)  Sukuk ljarah

On 24 August 2018, a subsidiary of the Group, ALSREIT Capital Sdn Bhd established a Sukuk ljarah Programme
comprising Islamic Medium Term Notes (“IMTN”) of up to RM1,500,000,000.

On 24 August 2020, the Company issued RM520,000,000 in nominal value of IMTNs (“Issue 2") which bears profit rate
of 3.75% to 5.09% (2021: 3.72% to 3.91%) per annum.

The Sukuk ljarah Programme has a significant covenant in which Al-Salam REIT and its subsidiary shall at all times,
maintain the following financial covenants:

(i) Finance Service Cover Ratio (“FSCR”) at Issuer level of not less than 1.5 times;
(ii)  FSCR at Al-Salam REIT level of not less than 1.5 times;
(iii)  Minimum Security Cover Ratio of at least 2.0; and
(i

iv)  such other financial covenant(s) as may be determined by the Rating Agency and to be mutually agreed to by
ALSREIT Capital Sdn Bhd.

The financing is secured by the investment properties amounting to RM939,103,346 (2021: RM911,878,522) as per
disclosed in Note 10.

The Manager believes that the Group will meet their short term obligation as and when they fall due on the basis that
the Group will be able to refinance their borrowings when it matures. As at the reporting date, the Group received
proposal fron financial institutions on the refinancing plan.

As at the date of the financial statements, the Group is assessing the indicative issue term sheet and will finalise the
refinancing plan by the maturity date in August 2023. Taking into consideration the viability of the refinancing plan,
the Group is confident in materialising its refinancing plan. Accordingly, the Manager is of the opinion going concern
basis used in the preparation of financial statements is appropriate.

Revolving credit:
As of 31 December 2022, the Fund unutilised revolving credit facilities amounting to RM10,000,000 (2021: RM10,000,000)

which is granted from a financial institution. The said facility of is secured by investment properties of the Fund amounting
to RM17,300,000 (2021: RM15,800,000) as mentioned in Note 10.
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17.

Islamic financing (cont'd.)

Changes in liabilities arising from financing activities:

Non-current Current Total
RM RM RM
Group
At 1 January 2022 635,656,938 - 635,656,938
Cash flows (133,800) - (133,800)
Reclassification (450,207,880) 450,207,880 -
Charged to profit or loss 1,747,164 - 1,747,164
At 31 December 2022 187,062,422 450,207,880 637,270,302
At 1 January 2021 581,855,902 52,000,000 633,855,902
Cash flows 52,102,140 (52,000,000) 102,140
Charged to profit or loss 1,698,896 - 1,698,896
At 31 December 2021 635,656,938 = 635,656,938
Fund
At 1 January 2022 186,669,178 - 186,669,178
Charged to profit or loss 393,244 - 393,244
At 31 December 2022 187,062,422 - 187,062,422
At 1 January 2021 117,108,795 = 117,108,795
Cash flows 69,216,741 = 69,216,741
Charged to profit or loss 343,642 - 343,642
At 31 December 2021 186,669,178 = 186,669,178
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Unitholders’ capital

No. of units
2022 2021 2022 2021
RM RM
Group and Fund
Unitholders’ capital 580,000,000 580,000,000 572,545,319 572,545,319

The Fund issued 580,000,000 units of RM1 each in conjunction with the Fund’s Initial Public Offering (“IPO”) on the Main
Market of Bursa Malaysia on 29 September 2015 of which 327,640,000 units of RM1 each were issued to vendors of the
Fund’s investment properties to partially finance the acquisition of the said investment properties. The remaining 252,360,000
units of RM1 each were issued as part of the IPO to institutional investors and the Malaysian public.

Details of units held by the related companies of the Manager which comprise companies related to Johor Corporation,
a body corporate established under the Johor Corporation Enactment No. 4, 1968 (as amended by the Enactment No. 5,
1995), and substantial unitholders of the Fund, and their market value as of 31 December 2021 based on the Record of
Depositors are as follows:

No. of units
2022 2021 2022 2021
RM RM

Group and Fund
Related companies:
Johor Corporation 24,436,600 24,436,600 9,041,542 11,851,751
Damansara Assets Sdn Bhd 278,539,417 278,539,417 103,059,584 135,091,617
Kulim (Malaysia) Berhad 27,060,600 27,060,600 10,012,422 13,124,391
Wagqaf An-Nur Corporation Berhad 57,769,401 - 21,374,678 -
Johor Land Berhad 1,499,500 1,499,500 554,815 727,258
KPJ Healthcare Berhad 2,000,000 2,000,000 740,000 970,000
Kumpulan Bertam Plantations Berhad 296,000 296,000 109,520 143,560
Tenaga Utama (Johor) Berhad 7,688 7,688 2,845 3,729

Market value for purposes of disclosure above is based on the closing price of the Fund as shown on the board of the Main
Market of Bursa Malaysia, which was RM0.37 per unit as at 31 December 2022 (2021: RM0.49 per unit).
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19.

20.

Management Expense Ratio (‘MER’)

Group and Fund

2022 2021
% %
MER 0.69 0.63

The calculation of MER is based on the total fees of the Fund incurred for the year, including the Manager’s fees, Trustee’s fees,
audit fee, tax agent’s fee and administrative expenses, to the average net asset value of the Fund during the year calculated
on a monthly basis. Since the average net asset value is calculated on a monthly basis, comparison of the MER of the Fund
with other Real Estate Investment Trusts (“REIT”) which use a different basis of calculation may not be an accurate comparison.

Significant related party transactions

For the purposes of these have financial statements, related companies are considered to be related to the Group and the
Fund if the Group and the Fund have the ability, directly or indirectly, to control the party or exercise significant influence
over the party in making financial and operating decisions, or vice versa, or where the Group and the Fund and the party
are subject to common control or common significant influence. Related parties may be individuals or other entities.

Significant related party transactions other than those separately disclosed elsewhere in the financial statements are as follows:

Group Fund
2022 2021 2022 2021
RM RM RM RM

Rental income received/receivable from related

companies 37,123,527 34,774,595 37,123,527 34,774,595
Other property management fees charged by related

companies of the Manager (including in other

operating expenses) 5,669,715 5,902,509 5,669,715 5,902,509
Finance cost paid/payable to a subsidiary - = 19,505,069 19,335,023

The related party transactions described above were entered into in the normal course of business and are based on
negotiated and mutually agreed terms.
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Fair values of financial instruments

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, regardless of whether that price is directly observable or estimated using
another valuation technique.

The carrying amount of the various financial assets and financial liabilities reflected in the statements of financial position
approximate their fair values other than as disclosed below:

Carrying Fair
amount value
RM RM
Group
At 31 December 2022
Financial liability at amortised cost
Islamic financing - non-current 187,062,422 170,918,728
Islamic financing - current 450,207,880 436,752,578

637,270,302 607,671,306

At 31 December 2021
Financial liability at amortised cost
Islamic financing - non-current 635,656,938 590,541,852

Fund

At 31 December 2022

Financial liability at amortised cost

Islamic financing - non-current 187,062,422 170,918,728
Amount due to a subsidiary - current 445,968,601 436,752,578

633,031,023 607,671,306

At 31 December 2021

Financial liability at amortised cost

Islamic financing - non-current 186,669,178 166,135,378
Amount due to a subsidiary - non-current 444,679,509 424,406,473

631,348,687 590,541,852

The fair value of the non-current Islamic financing was estimated using discounted cash flow analysis based on market
equivalent profit rate of 4.53% (2021: 3.68%) per annum for similar type of instruments of similar risk and cash flow profiles.
The disclosure of the fair value of the non-current Islamic financing is considered a Level 2 fair value hierarchy disclosure.
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22.

Financial risk management objectives and policies

The Group’s and the Fund’s financial risk management policies seek to ensure that adequate financial resources are available
for the development of the Group’s and Fund’s portfolios whilst managing their credit risks, liquidity risks and financing rate
risks. The Group and the Fund have taken measures to minimise their exposure to the risks associated with its financing,
investing and operating activities and operates within clearly defined guidelines as set out in the SC Guidelines and the
Fund'’s Trust Deed.

The following sections provide details regarding the Group’s and the Fund’s exposure to the above-mentioned financial risks
and the objectives, policies and procedures for the management of these risks:

(a)

(b)

Credit risk

Credit risk refers to the risk that a counter party will default on its contractual obligation resulting in financial loss to
the Group and the Fund. Credit risk with respect to trade and other receivables is managed through the application
of credit approvals, credit limits and monitoring procedures. Credit is extended to the customers based upon careful
evaluation of the customers’ financial condition and credit history.

At the end of the reporting period, the Group’s and the Fund’s maximum exposure to credit risk is represented by the
carrying amount of each class of financial assets recognised in the statements of financial position.

Information regarding credit enhancements for trade receivables, other receivables and amount due from related
companies is disclosed in Note 13.

Credit risk concentration profile

The Group and the Fund determine concentrations of credit risk by monitoring individual profile of their trade receivables
on an ongoing basis. At the end of the reporting period, approximately 56% (2021: 59%) of the Group’s and Fund’s
trade receivables was due from third party. The risk of default arising from non-performance by this party is low.

Liquidity risk

Liquidity risk is the risk that the Group and the Fund may encounter difficulty in meeting financial obligations on
time due to shortage of funds. The Group’s and the Fund’s exposure to liquidity risk arises from mismatches of the
maturities of financial assets and liabilities. The Group’s and the Fund’s approach are to maintain a balance between
continuity of funding and flexibility through the use of their credit and financing facilities.

The Group and the Fund manage liquidity risk by maintaining adequate reserves, banking facilities and financing
facilities, by continuously monitoring forecast and actual cash flow from their portfolios, and by matching the maturity
profiles of financial assets and liabilities.

As of 31 December 2022, the current liabilities of the Group and the Fund have exceeded the current assets by
RM392,967,724 and RM394,162,719 respectively. The net current liabilities position are mainly derived from the Sukuk
ljarah of RM451,000,000 which will be due for repayment in August 2023 as disclosed in Note 17.

The Manager believes that the Group will meet their short term obligation as and when they fall due on the basis that
the Group will be able to refinance their borrowings when it matures. As at the reporting date, the Group received
proposal fron financial institutions on the refinancing plan.

As at the date of the financial statements, the Group is assessing the indicative issue term sheet and will finalise the
refinancing plan by the maturity date in August 2023. Taking into consideration the viability of the refinancing plan,
the Group is confident in materialising its refinancing plan. Accordingly, the Manager is of the opinion going concern
basis used in the preparation of financial statements is appropriate.
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22. Financial risk management objectives and policies (cont'd.)
(b) Liquidity risk (cont'd.)
Maturity analysis

The table below summarises the maturity profile of the Group’s and the Fund'’s financial liabilities as at the reporting
date based on undiscounted contractual payments:

Weighted
average On demand Within
effective Carrying Contractual or within 2to 5
profit rate amount  cash flows 1 year years
% RM RM RM RM
Group
31 December 2022
Non-profit bearing financial liabilities:
Other payables and accrued expenses - 25,012,693 25,012,693 21,666,229 3,346,464
Profit bearing financial liabilities:
Variable profit rate instruments -
Islamic financing 4.07 637,270,302 681,429,400 470,302,800 211,126,600
Fund
31 December 2022
Non-profit bearing financial liabilities:
Other payables and accrued expenses - 24,760,066 24,760,066 21,416,449 3,343,617
Profit bearing financial liabilities:
Variable profit rate instruments -
Islamic financing 3.97 187,062,422 212,533,600 - 212,533,600
Amount owing to a subsidiary 4.28 445,968,601 470,302,800 470,302,800 -
Group
31 December 2021
Non-profit bearing financial liabilities:
Other payables and accrued expenses - 25,100,503 25,100,503 16,905,846 8,194,657
Profit bearing financial liabilities:
Variable profit rate instruments -
Islamic financing 368 635,656,938 701,000,600 - 701,000,600
Fund
31 December 2021
Non-profit bearing financial liabilities:
Other payables and accrued expenses - 24,731,493 24,731,493 16,536,836 8,194,657
Profit bearing financial liabilities:
Variable profit rate instruments -
Islamic financing 3.64 186,669,178 216,085,400 - 216,085,400
Amount owing to a subsidiary 3.76 444,679,509 484,915,200 - 484,915,200
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22.

23,

Financial risk management objectives and policies (cont'd.)

(c) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of the Group’s and the Fund’s financial instruments
will fluctuate because of changes in the market interest rates.

The Group and the Fund manage their interest rate exposure by maintaining matching their cash flows from rental
income and fixed rate profit bearing deposits with the Group’s and the Fund’s variable rate profit bearing Islamic
financing. The Group and the Fund place cash deposits on a short-term basis and therefore allows the Group and the
Fund to respond to significant changes of interest rate promptly.

Sensitivity analysis for interest rate risk

At the reporting date, if interest rates had been 25 basis points lower/higher, with all other variables held constant,
the Group’s and Fund'’s profit before tax would have been:

Group Fund

(Decrease)/Increase (Decrease)/Increase
Effect on Effect on Effect on Effect on
profit profit profit profit
before tax before tax before tax before tax
2022 2021 2022 2021
RM RM RM RM
Interest rate decreased by 25 basis points 1,514,813 1,531,620 401,138 417,945
Interest rate increased by 25 basis points (1,514,813) (1,531,620) (401,138) (417,945)

The assumed movement in basis points for interest rate sensitivity analysis is based on a prudent estimate of the
current market environment.

The interest rate mentioned above will have an impact on the management of the Group and the Fund, regardless
of whether it is an Islamic fund or otherwise. It does not in any way suggest that the Group and the Fund will invest
in conventional financial instruments. All the investments and placements carried out for the Group and the Fund are
in accordance with the Shariah requirements.

Segment reporting

Segment information is presented in respect of the Group’s and the Fund’s business segments based on the nature of the
industry of the Group’s and Fund’s investment properties, which reflect the Group’s and the Fund’s internal reporting structure
that are regularly reviewed by the Group’s and the Fund’s chief operating decision maker for the purposes of allocating
resources to the segment and assessing its performance.

For management purposes, the Group and the Fund are organised into the following operating divisions:

. Retail outlets

. Office buildings

. Food and beverage (‘F&B’) properties comprising restaurant
. Industrial and others

. Other comprising fund level operations

No information on geographical areas is presented as the Group and the Fund operate solely in Malaysia.

The accounting policies of the reportable segments below are the same as the Group’s and the Fund’s accounting policies
described in Note 2.
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24,

25.

Capital management

The Group and the Fund manage their capital to ensure that the Group and the Fund will be able to continue as going
concern while maximising the return to unitholders through the optimisation of the debt and equity balance. The Group’s
and the Fund’s overall strategy remain unchanged from 2018.

The capital structure of the Group and the Fund consist of net debt (Islamic financing as detailed in Note 17) offset by
cash and cash equivalents in Note 14 and unitholders’ fund of the Fund (Note 18) (comprising unitholders’ capital and
undistributed income).

The Group and the Fund are not subject to any externally imposed capital requirements. However, the Group and the Fund
are required to comply with the SC Guidelines on borrowings.

The SC Guidelines requires that the total borrowings of the Group and the Fund (including Islamic financing through issuance
of debt securities) should not exceed 60% of the total asset value of the Group and the Fund at the time the borrowings
are incurred. Notwithstanding, the Group’s and the Fund'’s total borrowings may exceed this limit with the sanction of the
unitholders by way of an ordinary resolution.

The Manager’s risk management committee reviews the capital structure of the Group and of the Fund on a regular basis
to ensure that the SC Guidelines are complied with.

Gearing ratios

The Group’s and the Fund’s gearing ratios are calculated based on the proportion of total Islamic financing to the total asset
value. The gearing ratios at the end of the reporting period is as follows:

Group Fund
2022 2021 2022 2021
RM RM RM RM
Total Islamic financing (Note 17) 637,270,302 635,656,938 187,062,422 186,669,178
Amount due to a subsidiary - - 445,968,601 444,679,509

637,270,302 635,656,938 633,031,023 631,348,687

Total assets value as per statements of financial
position 1,305,113,737  1,253,499,726  1,299,429,685 1,247,899,643

Total Islamic financing total assets value ratio 48.8% 50.7% 48.7% 50.6%

Commitments

The Group and the Fund lease out their investment properties under operating leases. The future minimum lease payments
to be received under non-cancellable leases are as follows:

Group Fund
2022 2021 2022 2021
RM RM RM RM
Less than one year 36,747,530 36,381,092 36,747,530 36,381,092
Between one and five years 188,559,606 186,933,090 188,559,606 186,933,090
More than five years 374,390,110 412,764,157 374,390,110 412,764,157

599,697,247 635,930,139 599,697,247 635,930,139
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