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Report on review of interim financial statements
To the Unitholders and the Fund Manager of 
AlBilad MSCI US Equity ETF  

Introduction 
We have reviewed the accompanying interim statement of financial position of AlBilad MSCI US Equity 
ETF (the "Fund") as of 30 June 2022 and the related interim statements of comprehensive income, 
changes in equity attributable to the unitholders and cash flows for the period from 28 March 2022 to 
30 June 2022, and notes, comprising significant accounting policies and other explanatory notes. Fund 
Manager is responsible for the preparation and presentation of these interim  financial statements in 
accordance with International Accounting Standard 34 - “Interim Financial Reporting” (IAS 34), as 
endorsed in the Kingdom of Saudi Arabia. Our responsibility is to express a conclusion on these interim 
financial statements based on our review. 

Scope of review 
We conducted our review in accordance with International Standard on Review Engagements 2410, 
“Review of Interim Financial Information performed by the Independent Auditor of the Entity”, as 
endorsed in the Kingdom of Saudi Arabia. A review of interim financial information consists of making 
inquiries, primarily of persons responsible for financial and accounting matters, and applying analytical 
and other review procedures. A review is substantially less in scope than an audit conducted in 
accordance with International Standards on Auditing, as endorsed in the Kingdom of Saudi Arabia, and 
consequently does not enable us to obtain assurance that we would become aware of all significant 
matters that might be identified in an audit. Accordingly, we do not express an audit opinion. 

Conclusion 
Based on our review, nothing has come to our attention that causes us to believe that the accompanying 
interim financial statements are not prepared, in all material respects, in accordance with IAS 34, as 
endorsed in the Kingdom of Saudi Arabia. 

PricewaterhouseCoopers 

Mufaddal A. Ali 
License Number 447 

22 August 2022
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ALBILAD MSCI US EQUITY ETF  
INTERIM STATEMENT OF FINANCIAL POSITION  
(All amounts in Saudi Riyals ‘000’ unless otherwise stated) 
 

 

 
 

Note 

As at 
30 June 

2022  
(Un-audited) 

Assets   
Cash and cash equivalents 5 1,432 
Investments held at fair value through statement of income (FVSI) 6 29,329 
Dividend receivable  30 
Total assets  30,791 
   
Liabilities   
Accrued management fee 7 9 
Accruals and other liabilities   121 
Total liabilities  130 
   
Equity attributable to the unitholders  30,661 
   
Units in issue in thousands  3,500 
   
Equity per unit in Saudi Riyals  8.7603 
 
The accompanying notes from 1 to 13 form an integral part of these interim financial statements. 
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ALBILAD MSCI US EQUITY ETF 
INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED) 
(All amounts in Saudi Riyals ‘000’ unless otherwise stated) 
 

 Note 

For the period from 
28 March 2022 (date 

of commencement 
of operations) to 30 

June 2022 
   

Loss   
Realised loss on sale of investments held at FVSI  (4) 
Unrealised fair value loss on re-measurement of investments held at FVSI  (4,420) 
Dividend income  188 
Foreign exchange loss, net  (16) 
Total loss  (4,252) 
   
Expenses   
Management fee 7 (9) 
Other expenses 8 (121) 
Total expenses  (130) 
   
Net loss for the period  (4,382) 
Other comprehensive income for the period  - 
   
Total comprehensive loss for the period  (4,382) 
 
The accompanying notes from 1 to 13 form an integral part of these interim financial statements. 
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ALBILAD MSCI US EQUITY ETF  
INTERIM STATEMENT OF CHANGES IN EQUITY ATTRIBUTABLE TO THE UNITHOLDERS (UN-AUDITED) 
(All amounts in Saudi Riyals ‘000’ unless otherwise stated) 
 

  

For the period from 
28 March 2022 (date 

of commencement 
of operations) to 30 

June 2022 
   

Equity at the beginning of the period  - 
   

Total comprehensive loss or the period  (4,382) 
   
Changes from unit transactions   
Proceeds from issuances of units  35,043 
Payment against redemptions of units  - 
  35,043 
   
Equity at the end of the period  30,661 
 

 

For the period from 
28 March 2022 (date 

of commencement 
of operations) to 30 

June 2022 
 Units ‘000’ 
  

Units at beginning of the period - 
  

Units issued 3,500 
Units redeemed - 
Net change in units 3,500 
  
Units at the end of the period 3,500 
 
The accompanying notes from 1 to 13 form an integral part of these interim financial statements. 
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ALBILAD MSCI US EQUITY ETF  
INTERIM STATEMENT OF CASH FLOWS (UN-AUDITED) 
(All amounts in Saudi Riyals ‘000’ unless otherwise stated) 
 

 

For the period from 
28 March 2022  

 (date of 
commencement of 

operations) to 30 
June 2022 

  
Cash flows from operating activities  
Net loss for the period (4,382) 
Adjustments for:  
- Unrealised loss on re-measurement of investments held at FVSI 4,420 
- Dividend income (188) 
 (150) 
Net changes in operating assets and liabilities  
Investments held at FVSI (33,749) 
Accrued management fee 9 
Accruals and other liabilities  121 
Cash used in operating activities (33,619) 
  
Dividends received 158 
Net cash used in operating activities (33,611) 
  
Cash flows from financing activity  
Proceeds from issuances of units 35,043 
Net cash generated from financing activity 35,043 
  
Net change in cash and cash equivalents 1,432 
Cash and cash equivalents at the beginning of the period - 
  
Cash and cash equivalents at the end of the period 1,432 
 
The accompanying notes from 1 to 13 form an integral part of these interim financial statements. 
 
 



ALBILAD MSCI US EQUITY ETF 
NOTES TO THE INTERIM FINANCIAL STATEMENTS (UN-AUDITED) 
For the period from 28 March 2022 (date of commencement of operations) to 30 June 2022 
(All amounts in Saudi Riyals ‘000’ unless otherwise stated) 
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1 LEGAL STATUS AND PRINCIPAL ACTIVITIES 
 
AlBilad MSCI US Equity ETF (the “Fund”) is an open-ended Exchange Traded Fund established and managed by 
AlBilad Investment Company (“the Fund Manager”), a subsidiary of Bank AlBilad (the "Bank") for the benefit of the 
Fund's unitholders (the “unitholders”). The objective of the Fund is to achieve long-term growth and capital gains 
through the Passive Management of a Basket of US stocks that comply with the Shariah Supervisory Committee 
Standards and are listed in the US Market, seeking to achieve a high performance level that simulates the 
performance of the Benchmark Index before calculating any dividends, fees or expenses.  
 
The activities of the Fund conform to the rules and controls set by the Sharia Board. 
 
In dealing with the unitholders, the Fund Manager considers the Fund as an independent accounting unit. 
Accordingly, the Fund Manager prepares separate financial statements for the Fund. Furthermore, unitholders are 
considered to be owners of the assets of the Fund. The management of the Fund is the responsibility of the Fund 
Manager. 
 
Riyad Capital is the “Custodian” of the Fund. 
 
In December 2021, the Capital Market Authority (CMA) approved Albilad Investment Co.’s request to offer and 
register “AlBilad MSCI US Equity ETF” units on Tadawul as Exchange Traded Fund (ETF). The Fund started trading 
on Tadawul as an ETF on 25 Sha'ban 1443H (corresponding to 28 March 2022, with the symbol 9406). 
 
According to the Terms and Conditions of the Fund, its first annual financial period starts from the commencement 
date of its operations i.e. 25 Sha'ban 1443H (corresponding to 28 March 2022. The first annual financial statements 
are for the period from 28 March 2022 to 31 December 2022. According to the Terms and Conditions of the Fund, 
the financial statements for the subsequent period will be prepared from 1 January 2023 to 31 December 2023. 
 
The Fund is governed by the Investment Funds Regulations (“IFR”) published by the Capital Market Authority 
(“CMA”) on 3 Dhul Hijja 1427H (corresponding to 24 December 2006) as amended by the resolution of the CMA 
Board on 12 Rajab 1442H (corresponding to 24 February 2021). 
 
2 BASIS OF PREPARATION 

 
2.1 Statement of compliance 
 
These interim financial statements of the Fund have been prepared in accordance with the International Financial 
Reporting Standards (“IFRS”) that are endorsed in the Kingdom of Saudi Arabia and other standards and 
pronouncements issued by the Saudi Organisation for Chartered and Professional Accountants (“SOCPA”). 
 
The Fund has prepared a complete set of interim financial statements for its interim financial reporting as allowed 
under IAS 34 - “Interim Financial Reporting”. Accordingly, these interim financial statements conform to the 
requirements of IAS 1 - "Presentation of Financial Statements”, relating to a complete set of financial statements. 
 
2.2 Basis of measurement 
 
The interim  financial statements have been prepared on a historical cost convention using the accrued basis of 
accounting, except for the fair valuation of investments held at fair value through statement of income (FVSI). 
 
The Fund does not have a clearly identifiable operating cycle and therefore does not present current and non-current 
assets and liabilities separately in the interim statement of financial position. Instead, assets and liabilities are 
presented in order of liquidity. 
 
2.3 Functional and presentation currency 
 
Items included in the interim financial statements are measured using the currency of the primary economic 
environment in which the Fund operates (the “functional currency”). These interim financial statements are 
presented in Saudi Arabian Riyal (“SAR”) which is the Fund’s functional and presentation currency. 
 
Transactions and balances 
 
Foreign currency transactions are translated into SAR using the exchange rates prevailing at the date of 
transactions. Foreign currency assets and liabilities are translated into SAR using the exchange rates prevailing at 
date of the interim statement of financial position. Foreign exchange gains and losses, if any, arising from translation 
are included in the interim statement of comprehensive income. 
  



ALBILAD MSCI US EQUITY ETF 
NOTES TO THE INTERIM FINANCIAL STATEMENTS (UN-AUDITED) 
For the period from 28 March 2022 (date of commencement of operations) to 30 June 2022 
(All amounts in Saudi Riyals ‘000’ unless otherwise stated) 
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2 BASIS OF PREPARATION (continued) 
 
2.4 Critical accounting judgements, estimates and assumptions 
 
The preparation of the interim financial statements requires management to make judgments, estimates and 
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the accompanying 
disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions and estimates could 
result in outcomes that require a material adjustment to the carrying amount of assets or liabilities affected in future 
periods. 
 
The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, 
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within 
the next accounting period, is described below. The Fund based its assumptions and estimates on parameters 
available when the interim financial statements were prepared. Existing circumstances and assumptions about 
future developments, however, may change due to market changes or circumstances arising beyond the control of 
the Fund. Such changes are reflected in the assumptions when they occur. 
 
Going concern  
 
The Fund Manager has made an assessment of the Fund’s ability to continue as a going concern and is satisfied 
that the Fund has the resources to continue in business for the foreseeable future. Furthermore, the management 
is not aware of any material uncertainties that may cast significant doubt on the Fund’s ability to continue as a going 
concern. 
 
3 SIGNIFICANT ACCOUNTING POLICIES 
 
The accounting policies used in the preparation of these interim financial statements are set out below: 
 
New and amended standards adopted by the Fund 
 
The fund has adopted new standards effective as of 1 January 2022. The Fund has not early adopted any standard, 
interpretation or amendment that has been issued but is not yet effective. Several amendments apply for the first 
time in 2022, but do not have an impact on the interim financial statements of the Fund. 
 
• Amendments to IAS 37 - ‘Provisions, contingent liabilities and contingent assets’ specify which costs a Fund 

includes when assessing whether a contract will be loss-making. 
• Amendments to IAS 16 - ‘Property, plant and equipment’ prohibit a Fund from deducting from the cost of 

property, plant and equipment amounts received from selling items produced while the fund is preparing the 
asset for its intended use. Instead, a Fund will recognise such sales proceeds and related cost in statement of 
income. 

• Amendments to IFRS 3 - ‘Business combinations’ update a reference in IFRS 3 to the Conceptual Framework 
for Financial Reporting without changing the accounting requirements for business combinations. 

• Annual improvements make minor amendments to IFRS 1, ‘First-time Adoption of IFRS’, IFRS 9, ‘Financial 
instruments’, IAS 41, ‘Agriculture’ and the Illustrative Examples accompanying IFRS 16, ‘Leases’. 

 
New standards not yet effective 

The listing of standards and interpretations issued which the Fund reasonably expects to be applicable at a future 
date are as follows. The Fund intends to adopt these standards when they become effective. 

Standard / Interpretation Description 
Effective from periods 
beginning on or after  

   
Amendments to IAS 1 Classification of Liabilities as Current or Non-current January 1, 2024 

   
Amendments to IAS 1 and 
IFRS Practice Statement 2 

Disclosure of Accounting Policies January 1, 2023 

   
Amendments to IAS 8 Definition of Accounting Estimates January 1, 2023 

   
Amendments to IAS12 Deferred Tax related to Assets and Liabilities arising 

from a Single Transaction 
January 1, 2023 
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3 SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
3.1 Cash and cash equivalents. 
 
For the purposes of the interim statement of cash flows, cash and cash equivalents comprise balance with Bank 
AlBilad and balance held in a custodian account with Riyad Capital. Cash and cash equivalents are carried at 
amortised cost in the interim statement of financial position. 
 
3.2 Financial instruments 
 
Financial instruments are recognised at the time when the Fund becomes party to the contractual provisions of the 
instrument. 
 
3.2.1 Measurement methods 
 
Initial recognition and measurement 
 
Financial assets and financial liabilities are recognised when the entity becomes a party to the contractual provisions 
of the instrument i.e. Trade date. 

At initial recognition, the Fund measures a financial asset or financial liability at its fair value plus or minus, in the 
case of a financial asset or financial liability not at fair value through statement of income (FVSI), transaction costs 
that are incremental and directly attributable to the acquisition or issue of the financial asset or financial liability, 
such as fees and commissions. Transaction costs of financial assets and financial liabilities carried at FVSI are 
expensed in the interim statement of income. Immediately after initial recognition, an expected credit loss allowance 
(ECL) is recognised for financial assets measured at amortised cost, which results in an impairment loss being 
recognised in the interim statement of income when an asset is newly originated. 

3.2.2 Classification and measurement of financial instruments 
 
The Fund classifies its equity instruments at FVSI and other financial assets at amortised cost. The classification 
requirements for equity and debt instruments are described below: 
 
Equity instruments 
 
Equity instruments are instruments that meet the definition of equity from the issuer’s perspective; that is, 
instruments that do not contain a contractual obligation to pay and that evidence a residual interest in the issuer’s 
equity. 
 
The Fund classifies its investments as held at FVSI. The Fund subsequently measures all equity investments at 
FVSI, except where the Fund Manager has elected, at initial recognition, to irrevocably designate an equity 
investment at fair value through other comprehensive income (FVOCI). The Fund’s policy is to designate equity 
investments as FVOCI when those investments are held for purposes other than to trade. When this election is 
used, fair value gains and losses are recognised in OCI and are not subsequently reclassified to the interim 
statement of income, including on disposal. Impairment losses (and reversal of impairment losses) are not reported 
separately from other changes in fair value. Dividends, when representing a return on such investments, continue 
to be recognised in the interim statement of income when the Fund’s right to receive dividend is established. 
 
The subsequent unrealised revaluation gains / loss on investment held at FVSI is recognised in interim statement 
of income. Currently the Fund’s investments in shares is classified as FVSI. 
 
Debt instruments 
 
Debt instruments are those instruments that meet the definition of a financial liability from the issuer’s perspective. 
 
Classification and subsequent measurement of debt instruments depend on: 
 
• The Fund’s business model for managing the asset; and 
• The cash flow characteristics of the asset. 

 
Based on the business model and cash flow characteristics, the debt financial assets can be classified as held at 
amortised cost, FVSI and FVOCI. 
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3 SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
3.2 Financial instruments (continued) 
 
3.2.3 Impairment of financial assets measured at amortised cost 
 
The Fund assesses on a forward-looking basis the expected credit losses (“ECL”) associated with its debt financial 
assets carried at amortised cost. The Fund recognises a loss allowance for such losses at each reporting date. The 
measurement of ECL reflects: 
 
• An unbiased and probability-weighted amount that is determined by evaluating a range of possible outcomes; 
• The time value of resources; and 
• Reasonable and supportable information that is available without undue cost or effort at the reporting date 

about past events, current conditions and forecasts of future economic conditions. 
 
Under IFRS 9, loss allowances are measured on either of the following bases: 
 
a) 12-month ECLs: these ECLs that result from possible default events within the 12 months after the reporting 

date; and 
b) lifetime ECLs: these are ECLs that result from all possible default events over the expected life of a financial 

instrument. 
 
Lifetime ECL measurement applies if the credit risk of a financial asset at the reporting date has increased 
significantly since initial recognition and 12-month ECL measurement applies if it has not. An entity may determine 
that a financial asset's credit risk has not increased significantly if the asset has low credit risk at the reporting date. 
 
3.2.4 De-recognition of financial instruments 
 
A financial asset (or, where applicable, a part of a financial asset or a part of a group of similar financial assets) is 
derecognized where the rights to receive cash flows from the asset have expired, or the Fund has transferred its 
rights to receive cash flows from the asset, or has assumed an obligation to pay the received cash flows in full 
without material delay to a third party under a pass-through arrangement and the Fund has:  
 
a) Transferred substantially all of the risks and rewards of the asset or  
b) Neither transferred nor retained substantially all the risks and rewards of the asset but has transferred control 

of the asset.  
 
When the Fund has transferred its right to receive cash flows from an asset (or has entered into a pass-through 
arrangement), and has neither transferred nor retained substantially all of the risks and rewards of the asset nor 
transferred control of the asset, the asset is recognized to the extent of the Fund’s continuing involvement in the 
asset. In that case, the Fund also recognized an associated liability. The transferred asset and the associated liability 
are measured on a basis that reflects the rights and obligations that the Fund has retained. 
 
The Fund derecognizes a financial liability when its contractual obligations are discharged or cancelled or expire. 
 
3.2.5 Financial liabilities 
 
All financial liabilities are initially recognised at fair value less transaction cost except for financial liabilities measured 
at FVSI where transaction cost, if any, are not deducted from the fair value measurement at initial recognition and 
are included in the interim statement of income. The Fund classifies its financial liabilities at amortised cost unless 
it has designated liabilities at FVSI. 
 
3.3 Trade date accounting  
 
Regular way purchases and sales of financial assets are recognized / derecognized on the trade date (i.e., the date 
that the Fund commits to purchase or sell the assets). Regular way purchases or sales are purchases or sales of 
financial assets that require settlement of assets within the time frame generally established by regulation or 
convention in the marketplace. 
 
3.4 Offsetting of financial instruments 
 
Financial assets and financial liabilities are offset and the net amount presented in the interim statement of financial 
position when, and only when, the Fund currently has a legally enforceable right to set off the amounts and it intends 
either to settle them on a net basis or to realise the asset and settle the liability simultaneously.  
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3 SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
3.5 Accruals and other liabilities  
 
Liabilities are recognised for amounts to be paid for goods or serviced received whether or not billed to the Fund. 
Accruals and other liabilities are recognised initially at fair value and subsequently measured at amortised cost using 
the effective commission rate method. 
 
3.6 Equity attributable to the unitholders 
 
Equity attributable to unitholders is equity and is made up of units issued and retained earnings. 
 
(a) Redeemable Units 
 
The Fund classifies its redeemable units as an equity instrument if the redeemable units have all of the following 
features: 
 
• It entitles the holder to a pro rata share of the Fund's equity in the event of the Fund's liquidation. 
• The instrument is in the class of instruments that is subordinate to all other classes of instruments.  
• All financial instruments in the class of instruments that is subordinate to all other classes of instruments have 

identical features. 
• The instrument does not include any contractual obligation to deliver cash or another financial asset other than 

the holder’s rights to a pro rata shares of the Fund’s equity.  
• The total expected cash flows attributable to the instrument over the life of the instrument are based 

substantially on the interim statement of income, the change in the recognised equity or the change in the fair 
value of the recognised and unrecognised equity of the Fund over the life of the instrument. 
 

In addition - in order to classify instruments as equity - the Fund must have no other financial instrument or contract 
that has: 
• Total cash flows based substantially on the profit or loss, the change in the recognised equity or the change 

in the fair value of the recognised and unrecognised equity of the Fund. 
• The effect of substantially restricting or fixing the residual return to the instrument holders. 
 
The Fund’s redeemable participating units meet the definition of puttable instruments classified as equity 
instruments under IAS 32.16 A-B and accordingly, are classified as equity instruments.  
 
The Fund continuously assesses the classification of the redeemable units. If the redeemable units cease to have 
any of the features or meet all the conditions set out in paragraphs 16A and 16B of IAS 32, the Fund will reclassify 
them as financial liabilities and measure them at fair value at the date of reclassification, with any differences from 
the previous carrying amount recognised in equity attributable to unitholders. If the redeemable units subsequently 
have all the features and meet the conditions set out in paragraphs 16A and 16B of IAS 32, the Fund will reclassify 
them as equity instruments and measure them at the carrying amount of the liabilities at the date of the 
reclassification. The subscription and redemption of redeemable units are accounted for as equity transactions as 
long as units are classified as equity. 
 
The Fund’s distributions if any, are classified as dividends paid in the interim statement of changes in equity 
attributable to the unitholders. 
 
(b) Trading in the units 
 
Units of the Fund are available for purchasing only in the Kingdom of Saudi Arabia at Tadawul by natural and 
corporate persons. The equity value of the Fund is determined on every day from Sunday to Thursday (“Valuation 
Days”) by dividing the net value of assets (fair value of total assets minus liabilities) by the total number of 
outstanding units on the relevant Valuation Day.  
 
3.7 Taxation 
 
Taxation is the obligation of the unitholders and therefore, no provision for such liability is made in these financial 
statements. 
 
3.8 Zakat 
 
Zakat is the obligation of the unitholders and therefore, no provision for such liability is made in these financial 
statements. 
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3 SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
3.9 Value added tax (VAT) 
 
Output VAT related to revenue is payable to tax authorities on the earlier of (a) collection of receivables from 
customers or (b) delivery of services to customers. The other entities that transact business with the Fund withhold 
taxes or recover VAT on services rendered to the Fund. As the Fund cannot recover these amounts, these are 
expensed in the interim statement of income. 
 
3.10 Revenue recognition 
 
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Fund and the 
revenue can be reliably measured, regardless of when payment is being made. Revenue is measured at the fair 
value of the consideration received, excluding discounts, taxes and rebates. 
 
Dividend income is recognised when the Fund’s right to receive dividends is established.  
 
Realised gain on disposal of investments held at FVSI is measured as the difference between the sales proceed 
and the carrying value before disposal. 
 
In accordance with the Sharia Board’s resolutions, income prohibited by Sharia received by the Fund is excluded 
from the determination of income and is recorded as other liabilities in the interim statement of financial position. 
Such amount is determined based on the information available to the Fund Manager on the nature of earnings of 
investees upon the preparation of these interim financial statements. Income prohibited by Sharia is paid to charities 
on a quarterly basis. 
 
3.11  Management fee 
 
Management fee is calculated at rate mentioned in terms and conditions of the Fund and is payable quarterly in 
arrears. 
 
3.12  Other expenses 
 
Other expenses are charged at rates / amounts within limits mentioned in terms and conditions of the Fund. 
 
3.13 Equity value per unit  
 
The Equity value per unit as disclosed in the interim statement of financial position is calculated by dividing the 
equity of the Fund by the number of units outstanding at period end. 
 
4 MANAGEMENT FEE, AND OTHER CHARGES 
 
On each valuation day, the Fund Manager charges the Fund, a management fee at the rate of 0.75% per annum of 
the Fund's net assets value. In addition, on a daily basis the Fund Manager charges the Fund, custody fees 0.05% 
of the Fund’s Net Asset Value of the listed and unlisted financial securities and Investment Fund Units and 0.03% 
of the Fund’s Net Asset Value of the Money Markets, to be calculated on each Calendar day and deducted on a 
monthly basis. 

 
The Fund Manager also recovers from the Fund any other expenses incurred on behalf of the Fund such as audit 
and legal fees, and other similar charges.  
 
5 CASH AND CASH EQUIVALENTS 
 

 

 

 

As at  
30 June 2022  
(Un-audited) 

    
Bank balance   1,432 
   1,432 
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6 INVESTMENT HELD AT FVSI 
 
The Fund invests primarily in US stocks that comply with the Shariah Supervisory Committee Standards and are 
listed in the US Market. The sector-wise portfolio of investments carried at FVTPL is summarized as follows: 
 

 

 

 

As at  
30 June 2022  
(Un-audited) 

    
Consumer, non-cyclical              9,128  
Energy              4,905  
Technology              3,580  
Health care              3,013  
Industrial              2,908  
Consumer, cyclical              1,121  
Communications              1,094  
Basic materials              1,075  
Information technology              1,024  
Financial                417  
Materials                404  
Utilities                214  
Medical                137  
Consumer discretionary                122  
Real estate                122  
Pharmaceutical                  65  
   29,329 
 
7 RELATED PARTY TRANSACTIONS AND BALANCES 
 
In the ordinary course of its activities, the Fund transacts business with related parties. Related party transactions 
are in accordance with the terms and conditions of the Fund. All the related party transactions are approved by the 
Fund Board.  
 
Following table contains the details of transactions with related parties: 
 

Related party Nature of relationship Nature of transaction 

For the period from  
28 March 2022 (date of 

commencement of 
operations) to 30 June 

2022  
(Un-audited) 

    
AlBilad Investment Company Fund Manager Management fee 9 
Riyad Capital Custodian of the Fund Custody fee 5 
Fund Board Members of the Fund Board Fund Board fee  4 
 
Following table summarises the details of balances with related parties: 
 

Nature of Balance Related Party 

As at  
30 June 2022  
(Un-audited)  

   
Custody fee payable Riyad Capital - Custodian of the Fund 5 
Bank balances Bank AlBilad - Parent of the Fund Manager 1,432 
Accrued management 

fee 
AlBilad Investment Company – Fund Manager 

9 
Fund Board fee payable Members of the Fund Board 4 
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8 OTHER EXPENSES 
   

 

  For the period from 
28 March 2022 (date 

of commencement 
of operations) to 30 

June 2022  
(Un-audited) 

Administrative expenses   66 
Other expenses   55 
   121 
 
9 FINANCIAL RISK MANAGEMENT 
 
9.1 Financial risk factors 
 
The objective of the Funds is to safeguard the Fund’s ability to continue as a going concern so that it can continue 
to provide optimum returns to its unitholders and to ensure reasonable safety to the unitholders. 
 
The Fund’s activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk. 
 
The Fund Manager is responsible for identifying and controlling risks. The Fund Board supervises the Fund Manager 
and is ultimately responsible for the overall management of the Fund. 
Monitoring and controlling risks are primarily set up to be performed based on the limits established by the Fund 
Board. The Fund has its Terms and Conditions document that set out its overall business strategies, its tolerance 
of risks and its general risk management philosophy and is obliged to take actions to rebalance the portfolio in line 
with the investment guidelines. 
 
The Fund uses different methods to measure and manage the various types of risk to which it is exposed; these 
methods are explained below. 
 
(a) Market Risk 
 
The Fund is exposed to market risk due to its investment held at FVSI. The Fund Manager closely monitors the 
price movement of its financial instruments in US Markets. The Fund’s Portfolio Constituents are evaluated 
according to the latest closing of the US Market. Accordingly, the indicative Unit price announced in the Market will 
reflect the closing price of the Market on the preceding day, which may be different from the Unit trading price. The 
Fund manages the risk through diversification of its investment portfolio by investing in various industry sectors. 
 
(i) Price risk  
 
Price risk is the risk that the value of the Fund’s financial instruments will fluctuate as a result of changes in market 
prices caused by factors other than foreign currency and commission rate movements. 
 
The price risk arises primarily from uncertainty about the future prices of the financial instruments that the Fund 
holds. The Fund Manager closely monitors the price movement of its financial instruments listed at US Stock 
Exchange. The Fund manages the risk through diversification of its investment portfolio by investing in various 
industry sectors. 
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9 FINANCIAL RISK MANAGEMENT (continued) 
 
9.1 Financial risk factors (continued) 
 
(a) Market Risk (continued) 
 
(i) Price risk (continued) 
 
Industry concentration of the investment portfolio of the Fund, is disclosed in the table below: 
 

 
As at 30 June 2022  

(Un-audited) 

Industry sector 
% of total market 

value Market value 
   
   
Consumer, non-cyclical 31.12  9,128  
Energy 16.72  4,905  
Technology 12.21  3,580  
Health care 10.27  3,013  
Industrial 9.92  2,908  
Consumer, cyclical 3.82  1,121  
Communications 3.73  1,094  
Basic materials 3.67  1,075  
Information technology 3.49  1,024  
Financial 1.42  417  
Materials 1.38  404  
Utilities 0.73  214  
Medical 0.47  138  
Consumer discretionary 0.42  122  
Real estate 0.41  121  
Pharmaceutical 0.22  65  
 100% 29,329 

 
The effect on the equity value (as a result of change in fair value of investments as at 30 June) due to a reasonably 
possible change in equity indices based on the industry concentration, with all other variables held constant is as 
follows: 

 
As at 30 June 2022  

(Un-audited) 

Industry sector 

Potential 
reasonable 

change % Effect on NAV 
   
Consumer, non-cyclical +/-5 +/-456  
Energy +/-5 +/-245  
Technology +/-5 +/-179  
Health care +/-5  +/-151  
Industrial +/-5  +/-145  
Consumer, cyclical +/-5 +/-56  
Communications +/-5  +/-55  
Basic materials +/-5  +/-54  
Information technology +/-5  +/-51  
Financial +/-5  +/-21  
Materials +/-5  +/-20  
Utilities +/-5  +/-11  
Medical +/-5  +/-7  
Consumer discretionary +/-5  +/-6  
Real estate +/-5  +/-6  
Pharmaceutical +/-5  +/-3  

  +/-1,466 
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9 FINANCIAL RISK MANAGEMENT (continued) 
 
9.1 Financial risk factors (continued) 
 
(a) Market Risk (continued) 
 
(ii) Foreign currency risk 
 
Foreign exchange risk is the risk that the value of future cash flows of a financial instrument will fluctuate due to 
changes in foreign exchange rates and arises from financial instruments denominated in foreign currency. 
 
The Fund trades in Saudi Riyal, while most of the Fund’s Investments will be denominated in US Dollar. Currently, 
SAR is pegged to US Dollar therefore the Fund is not exposed to foreign exchange risk. Consequently, no foreign 
currency sensitivity analysis has been presented. 
 
(b) Credit risk management 
 
Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to 
the Fund. As at 30 June 2022, the Fund is exposed to significant credit risk on the following: 

 30 June 2022  
(Un-audited) 

Cash and cash equivalents 1,432 
Dividend receivable 30 

 
Cash and cash equivalents are held with the financial institutions with investment grade credit rating, therefore the 
impact of expected credit losses on these balances is insignificant. 
 
(c) Liquidity risk 
 
Liquidity risk is the risk that the Fund may not be able to generate sufficient cash resources to settle its obligations 
in full as they fall due or can only do so on terms that are materially disadvantageous. 
 
The Fund’s terms and conditions provide for subscription and redemption of units on every Valuation Day and it is, 
therefore, exposed to the liquidity risk of meeting redemptions at any time. The Fund’s securities are considered to 
be readily realisable and they can be liquidated at any time. However, the Fund Manager has established certain 
liquidity guidelines for the Fund and monitors liquidity requirements on a regular basis to ensure sufficient funds are 
available to meet any commitments as they arise, either through new subscriptions, liquidation of the investment 
portfolio or by obtaining financing from the related parties of the Fund settles its financial liabilities relating to accrued 
management fee and other expenses on quarterly basis. 
 
The expected maturity of the assets and liabilities of the Fund is less than 12 months. 
 
Interest rate and liquidity risk management 
 
The Fund is not exposed to interest rate risk as it does not have any interest bearing financial assets. Ultimate 
responsibility for liquidity risk management rests with the Fund Manager, which has established an appropriate 
liquidity risk management framework for the management of the Fund’s short, medium and long-term funding and 
liquidity management requirements. The Fund manages liquidity risk by maintaining adequate reserves, banking 
facilities, by continuously monitoring forecast and actual cash flows, and by matching the maturity profiles of financial 
assets and liabilities. 
 
The maturity profile of financial assets and liabilities is as follows: 
 

At 30 June 2022 
Less than 7 

days  
7 days to 1 

month 1-12 months 
More than 12 

months 
Financial assets     
Cash and cash equivalents 1,432 - - - 
Investments held at FVSI 29,329 - - - 
Dividend receivable - 27 3 - 

 30,761 27 3 - 
Financial liabilities     
Accrued management fee - - 9 - 
Accruals and other liabilities - - 121 - 
 - - 130 - 
Liquidity gap 30,761 27 (127) - 
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9 FINANCIAL RISK MANAGEMENT (continued) 
 
9.1 Financial risk factors (continued) 
 
(d) Operational risk 
 
Operational risk is the risk of direct or indirect loss arising from a variety of causes associated with the processes, 
technology and infrastructure supporting the Fund’s activities either internally or externally at the Fund’s service 
provider and from external factors other than credit, liquidity, currency and market risks such as those arising from 
the legal and regulatory requirements.  
 
The Fund’s objective is to manage operational risk so as to balance limiting of financial losses and damage to its 
reputation with achieving its investment objective of generating returns to Unitholders. 
 
9.2 Capital risk management 
 
The capital of the Fund is represented by the equity attributable to holders of redeemable units. The amount of 
equity attributable to holders of redeemable units can change significantly on each Valuation Day, as the Fund is 
subject to subscriptions and redemptions at the discretion of unitholders on every Valuation Day, as well as changes 
resulting from the Fund’s performance. The Fund’s objective when managing capital is to safeguard the Fund’s 
ability to continue as a going concern in order to provide returns for unitholders, provide benefits for other 
stakeholders and maintain a strong capital base to support the development of the investment activities of the Fund. 
 
In order to maintain the capital structure, the Fund’s policy is to monitor the level of subscriptions and redemptions 
relative to the assets it expects to be able to liquidate and adjust the amount of dividend distributions the Fund pays 
to redeemable units.  
 
The Fund Board and Fund Manager monitor capital on the basis of the value of equity attributable to redeemable 
unitholders. 
 
10 FAIR VALUE ESTIMATION 
 
The fair value for financial instruments traded in active markets is based on quoted market prices at the close of 
trading on the financial reporting date. Instruments for which no sales were reported on the valuation day are valued 
at the most recent bid price.  
 
An active market is a market in which transactions for the asset or liability take place with sufficient frequency and 
volume to provide pricing information on an ongoing basis. 
 
The fair value hierarchy has the following levels: 
 
• Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity 

can access at the measurement date; 
• Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset or 

liability, either directly or indirectly; and 
• Level 3 inputs are unobservable inputs for the asset or liability. 
 
The estimated fair value of the Fund’s financial assets and liabilities not carried at fair value, is not considered to be 
significantly different from their carrying values. The fair value of investments held at FVSI are based on quoted 
prices in active markets and are therefore classified within Level 1. 
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10 FAIR VALUE ESTIMATION (continued) 
 
The following table analyses within the fair value hierarchy the Fund’s assets and liabilities (by class) at 30 June 
2022: 
 
  Fair value 

At 30 June 2022 (un-audited) 
Carrying  
amount Level 1 Level 2 Level 3 Total 

Financial assets not measured at 
fair value      
Cash and cash equivalents 1,432 - - 1,432 1,432 
Dividend receivable 30 - - 30 30 
      
Financial assets measured at fair 
value      
Investments held at FVSI 29,329 29,329 - - 29,329 
 30,791 29,329 - 1,462 30,791 
      
Financial liabilities not measured 
at fair value      
Accrued management fee 9 - - 9 9 
Accruals and other liabilities 121 - - 121 121 

 130 - - 130 130 
 
11 FINANCIAL INSTRUMENTS BY CATEGORY 
 
All financial assets and financial liabilities as at 30 June 2022, were classified under amortized cost category except 
for investments held at FVSI which are classified as and measured at fair value. 
 
12 LAST VALUATION DAY  
 
The last valuation day for purposes of preparation of these interim financial statements was 30 June 2022. 
 
13 APPROVAL OF THE INTERIM FINANCIAL STATEMENTS  
 
These interim financial statements were approved by the Fund Board on 21 August 2022. 


	3.2.1 Measurement methods

