ALPHA B L-a i
CAPITAL & &l ol

Alpha Murabaha Fund

2022 Annual Report



Dear Unitholder,

We would like to share with you the performance of Alpha
Murabaha Fund (the “Fund”), for the financial year ending 31
December 2022.

The year 2022 was a very challenging year for money market funds.
Global supply chain disruptions, along with the lingering effects of
fiscal stimulus and the war in Ukraine, pushed inflation to its highest
level in 40 years. In an effort to curb inflation, the Fed adopted a
hawkish approach and hiked its funds rate at an accelerated pace.
As a result, the reference rates increased sharply which posed a
challenge to money market funds to keep up with.

Despite this challenging environment, the fund continued to deliver
outstanding performance compared to its peers.

We strive to continue our success and grow even further in our
investment offerings while always ensuring to achieve the objectives
of our clients and partners.

We would like to take this opportunity and thank you for choosing
Alpha Capital as your investment partner, and we remain
committed to realizing your investment objectives with us.

To this end, it is our pleasure to share with you the Fund’s Annual
Report, which details the performance of the Fund for the financial
year ending on 31 December 2022.

Please do not hesitate to contact us if you have any questions
regarding the contents disclosed within the attached report.

Fund Manager

Alpha Capital

Ry, ¢
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Investments Details
Fund Name Alpha Murabaha Fund (“AMF”)
To provide low risk return to unit holders while maintaining capital
and providing liquidity, through investing mainly in Murabaha

Investment : . - .

L transactions and other financial instruments that are low risk, short

Objectives &

Policies maturity and compliant with sharia principals. The fund does not
distribute profit to unit holders but instead all profits and earned
revenues are reinvested in the fund.

Distribution of

Income and The Fund will not make any distributions to unit holders.

Gain Policy

Fund Benchmark SAIBOR 1 Month

and service

orovider's website https://www.bloomberg.com

Fund Performance
Net Asset value and Distributions, SAR
Description December 2019 December 2020 December2021() December 2022

Fund Net Asset Value
(“NAV”) at the end of the  766,565,296.03 5,340,377,738 6,555,488,177.26  2,461,229,508
financial year
NAV per unit at the end of

unita 10.33870 10.53994 10.67609 10.93015
the financial year
AlgEstt AW perialiier | g seecy 10.53994 10.67609 10.93015
the financial year
Lowest NAV per unit for 10.04558 10.33948 10.54139 10.67676

the financial year
No. of Units at the end of
financial year
Income Distribution per

74,145,248.6792 506,680,289.6431 614,034,455.2998 225,178,021.0906

. NA NA NA NA
unit - Gross
Income D|s’Er|[£l)g;uon per unit NA NA NA NA
Total Expense Ratio % -
Avg NAV 0.51 0.62 0.55 0.53
Parentage of borrows assts
from total asset value with NA NA NA NA

period and due date

1: for the year 2021 given that 315t was not the valuation day, a special NAV issued for audit purpose and utilized for purpose of this report.
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Fund Performance

Investment Fund’s
Performance
During the Period

The fund’s performance Year to Date (“YTD") stood at 2.38% v/s
2.50% for the benchmark. The fund’s performance since inception
stood at 9.30% Vv/s 7.53% for the benchmark. The fund

outperformed its benchmark since inception by 1.77%.

Performance Record

Description 1 Year 3 Years 5Years( Since inception
Total Return (%) 2.38 8.81 9.30
Description 2018 2019 2020 2021 2022
Qg&fs' (I/S)tf‘z') 2.15 2.92 1.94 1.29 2.38
Fund Fees & Expenses for 2022 SAR
Audit fee 69,000
Management fee 23.910,404
Shariah advisory fee 14.000
Regulatory & Exchange fee 13,250
Other Expenses* 303,639
Total 24,310,293
Description %
Total Expense Ratio % - Avg NAV 0.53

1: The fund was incepted in Oct 2018. Accordingly, total return metric for 5 years are not applicable.

2: The fund was incepted in Oct 2018. Accordingly, annual return data for a portion of 2018, and for the full subsequent periods are presented.

* Includes Custody Fee, Director Fee and Miscellaneous Expenses
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Performance Record

Total expense ratio is calculated based on average NAV over the
Disclosure period and there was no fee rebate paid to the clients. No fee is

waived during the period.

Basis of

performance The performance data is calculated on NAV/unit basis on each
calculathn e valuation day.

assumptions

Material changes
affecting fund
performance

There is no material changes affecting fund performance during the
reporting period.

Exercise of Annual
Voting Rights,
Issuer's Name and
Date of AGM

No voting is required.
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Fund'’s Board Annual Report

Names of Fund
board members
and membership

type

A brief about Fund
board member’s
qualification

Name Membership type

Abdulrahman Abdulmohsen Al Sheikh ~ ~hairman and Non-Independent

member
Abdulrahman Khalid Al Damer Non-independent member
Mutlag Hamid Al Bagami Independent member
Mohammed Jehad Al Rasheed Independent member

Abdulrahman Abdulmohsen Al Sheikh

Abdulrahman is currently the Chief Commercial Officer in Alpha
Capital Company. Prior to his current position, Abdulrahman was a
deputy team leader of Banque Saudi Fransi’s corporate banking
group. Abdulrahman holds a BS degree in Finance from King Saud
University, and an MS in Business Economics, Finance and Banking

from the University of Portsmouth.

Abdulrahman Khalid Al Damer
Abdulrahman is currently the Chief Operating Officer at Alpha

Capital Company. Prior to his current position, Abdulrahman was
heading the M&A’s team within the CMA and was responsible for
supervising M&A transactions, policy formulation, proposals and led
the technical implementation of the updated M&A regulations.
Abdulrahman holds a BS degree in Finance from Prince Sultan
University, and an MS in International Finance, from the University of

Leeds, Untied Kingdom.

Mutlag Hamid Al Bagami

Mutlaq is the founder and editor-in-chief of Mal newspaper. He has
more than 22 years of experience in journalism magazines
Economic, management and investment. He holds a Bachelor's

degree in media from King Saud University.
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Fund'’s Board Annual Report

A brief about Fund
board member’s
qualification

Fund board
member’s roles
and duties

Mohammed Jehad Al Rasheed

Mohammed is a member of the Board of Directors of Allied
Cooperative Insurance Group “ACIG” . He held several leadership
positions in the insurance companies Mohammed holds a BS in

Information systems from King Saud university in Riyadh.

Approving material contracts, decisions and reports involving the
fund.

Approve a written policy in regard to the voting rights related to the
fund assets.

Overseeing and, where appropriate, approving or ratifying any
conflicts of interest the fund manager has identified.

Meeting at least twice annually with the fund manager’s compliance
committee or its compliance officer to review the fund manager’s
compliance with all applicable rules, laws and regulations.
Approving all changes stipulated in Articles (62) and (63) of
investment fund regulations before the fund manager obtains the
approval or notification of the unitholders and the Authority.
Confirming the completeness and accuracy (complete, clear,
accurate, and not misleading), and compliance with investment fund
Regulations, of the fund’s terms and conditions and of any other
document.

Ensuring that the fund manager carries out its obligations in the best
interests of the unitholders, in accordance with investment fund
regulations, the fund’s terms and conditions.

Reviewing the report that includes assessment of the performance
and quality of services provided by the parties involved in providing
significant services to the fund referred to in investment fund

regulations.
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Fund'’s Board Annual Report

Fund board
member’s roles
and duties

Fund board
members
remuneration

Conflict of interest

Assessing the mechanism of the fund manager’s handling of the risks
related to the fund’s assets in accordance with the fund manager’s
policies and procedures that detect the fund’s risks and how to treat
such risks.

Have a fiduciary duty to unitholders, including a duty to act in good
faith, a duty to act in the best interests of the unitholders and a duty to
exercise all reasonable care and skill.

Taking minutes of meetings that provide all deliberations and facts of
the meetings and the decisions taken by the fund’s board of director.
Review the report containing all complaints and the measures taken
regarding them referred to in investment fund regulations and fund

terms and conditions.

The remuneration for independent directors is 2,000 SAR per
meeting and a maximum of 10,000 SAR per year for each

independent member.

The fund manager, its shareholders, subsidiaries and affiliates, any
of their respective directors, officers, employees and agents may be
involved in other financial, investment or professional activities which
may on occasion cause conflicts of interest with the fund. The fund'’s
board shall use reasonable endeavors to avoid any such conflict.
However, when and if any such conflict arises, the fund manager
and the fund’s board will make a full disclosure to the unitholders as
soon as feasible and will endeavor to resolve the conflict fairly in
accordance with the applicable laws and regulations. As of the date
of this report, there were no material conflict of interests which may
adversely affect the fund boards and fund manager's performance of

their duties towards the fund.
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Name Membership into other funds

Membership
relevant to other
funds

Fund Board
Annual Report

Abdulrahman Abdulmohsen Al

Mutlag Hamid Al Bagami

Alpha Saudi Equity Fund
Alpha Real Estate Development

Abdulrahman Khalid AIDamer Fund 1

Alpha Real Estate Development
Fund 3

Alpha Real Estate Development
Sheikh Fund 2

Rivira Al hilal Income Generating
Real Estate Fund

Rivira Al hilal Alrahmaniya Real
Estate development Fund
Rassanah Flexible Saudi Equity
Fund

There were two fund board meetings during 2022 as follows:
The first meeting for AMF was held on Aug 31st, 2022 with the below

agenda:

Overview of Alpha Murabaha Fund.

Approval of board resolution by circulation from last board
meeting which include the changes in Fund terms and conditions.
Review of Fund manger risk related checklist.

Review the first half reports for year 2022.

Review the compliance and money laundering related topics.

Discuss any additional update

The second meeting for AMF was held on Dec 21st, 2022 and has as

agenda the below:

Overview of Alpha Murabaha Fund.

Approval of board resolution by circulation from last board
meeting which include the changes in Fund terms and conditions.
Review of Fund manger risk related checklist including the Fund
manager assessment of the Fund’s advisors.

Review the second half reports for year 2022.

Review the compliance and money laundering related topics.

Discuss any additional update.
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Fund Manager Information

Fund manager
name

Address

Manager & sub
manager

Alpha Capital Company

12371 PO BOX: 8596 Riyadh, Prince Turki Bin Abdulaziz AlAwwal,
King Saud University.

Tel: 920033594

www.alphacapital.com.sa

The fund manager is Alpha Capital Company which is responsible

for managing the fund's assets, and no Sub Fund Manager is used.

Investment Activities and Performance

Review of
Investment
Activities During
the Period

Investment Fund’s
Performance
During the Period

Details of changes
during the period
in fund T&Cs and
information
memorandum

During the period from the date of inception (15th of October 2018)
until the date of the report (31/12/2022), the fund has invested its
assets in Murabaha deposits and some Sukuk and Shariah

compliant money market funds.

The fund’s performance Year to Date (“YTD”) stood at 2.38% v/s 2.50%
for the benchmark. The fund’s performance since inception stood at
9.30% Vv/s 7.53% for the benchmark. The fund outperformed its

benchmark since inception by 1.77%.

During the year, the fund manager has made certain changes to the

terms and conditions of the Fund, stated as follows:
That the custody fee is subject to an annual increase of 3%.
The transaction fees (brokerage) have been amended as follows:

The Fund shall bear (a deduction from its assets) all transaction costs and
brokerage commissions incurred by the Fund as a result of entering and
exiting investments and the costs and commissions of transactions it

conducts with any related licensed party.
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Investment Activities and Performance

Details of changes
during the period
in fund T&Cs and
information
memorandum

Operating fees were added, which will be 0.6 basis points (0.006%) of
NAV, with a minimum of 25,000 riyals.

The auditor's fee payment details have been added without changing

the total, as it will be paid in two installments.
The term "above" has been deleted in the other expenses.

The definition of the term "SIBOR (return on deposit offers in Saudi
riyals)" has been amended to the following: It is a price determined by

the average return on deposit offers in Saudi banks on the Saudi riyal.
The definition of the term "debt-based sukuk" has been deleted.

Types of securities in which the Fund will invest in primarily were

updated according to Article 54 of the Investment Funds Regulations.

Provisions to allow investing in derivatives contracts for the purpose of

hedging were added.

The illustrative tables of the Fund's cost ratios have been updated in

line with the updated fees.

The mechanism for evaluating investment funds has been added to the

evaluation and pricing section as follows:

The error percent in the evaluation or pricing, in which, when it occurs,
the relevant procedures must be taken, has been modified to 0.50% or

more of the unit price.

The reference to Article (64) of the Investment Funds Regulations in
the responsibilities of the fund manager/fund operator regarding the

subscription and redemption requests section has been deleted.
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Investment Activities and Performance

Details of changes
during the period
in fund T&Cs and
information
memorandum

Provisions to allow the investor to transfer his units according to the

procedures specified in the T&Cs were added.

The provisions regarding the redemption of units have been amended
to allow the fund manager to redeem the entire stake of the unit holder

at the discretion of the fund manager.

The number of articles mentioned in the unit holders' rights section has

been modified.

The address of the Fund Manager and the Fund Operator has been

updated.

The summary of the Fund Manager's financial information has been

updated.

Provisions to allow the custodian to appoint a sub-custodian were
added.

The Fund's Board of Directors' information has been updated due to

the resignation of one of the members.

A linguistic modification has been made in the compensation section of
the Fund's board of directors, replacing the term "managers" with

"board members".

The following declaration has been added in the Additional Information

Requirements section (Monetary Market Fund):

The fund manager acknowledges that the issuer entity of derivatives
contracts - in which the fund manager may invest for the purpose of
hedging - is subject to prudential rules issued by the CMA or an

equivalent regulator to the CMA.



X

&

Annual Fund Report

Investment Activities and Performance

Details of changes
during the period
in fund T&Cs and
information
memorandum

Other Information
for Unit Holders

The names of the Fund's Board of Directors have been updated by
adding the name of the member Turki bin Salman bin Bandar AlSudairy

(independent member).

The qualifications of the member Turki bin Salman bin Bandar
AlSudairy were added to the fund board members' qualifications

section.

The section of all the Fund's boards that the board members are

participating in have been updated.

The mechanism for paying the custody fees has been amended to be

calculated based on the value of the Fund's assets under custody.

The mechanism for paying the custodian's fees has been amended to
be calculated based on the Fund's total assets, excluding cash and

cash equivalents.

The compensation of the Fund’s board of director has been corrected,
as it was mentioned by a different number in another section of the

terms and conditions.

Based on the resignation request submitted by Mr. Turki Al-Sudairi, his

name, and information were deleted.

Mr. Mohammad bin Jehad bin Abdulaziz Alrasheed has been
appointed as a member of the Fund's Board of Directors. Accordingly,
the Terms & Conditions have been updated to include the new

member's information.

The fund board members' qualifications section of has been updated.

There were no breaches during the reporting period.
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Other Key Disclosures

As of 315t December 2022, the fund had 3.31% of its net assets
value invested in other money market funds. This investment is

. subject to management fees from other asset managers as well as
Investments into

other funds the management fees applied by the fund manager.

The Fund has invested its assets in some shariah compliant money
market funds. The following table provides further data on these

investments:

Fund’s Name Fund Manager Management Fees (%) Expense Ratio %

Riyad SAR Trade Fund Riyad Capital Company  0.50% of Net Asset Value  0.007% for Q4'2022

Albilad Investment

Albilad SAR Murabaha Fund 0.25% of Net Asset Value N/A

HSBC Saudi Riyal Murabaha

Fund

Rajhi Commodity Fund SAR

Special
commission
arrangements

Other data and
other information
required by the
investment funds
regulations

Period of service
of the person
registered as a
manager for the
Fund

Company

HSBC Saudi Arabia 0.35% of Net Asset Value N/A

AlRajhi Capital 16% of Performance Fee 0.45% for year 2022

There were no special commission received during the reporting
period.

There were two minor NAV errors in the valuation, both
less than 0.00%.The corrective actions ware taken

place and errors were rectified during the year.

Since fund inception on Oct 2018
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Custodian Name

Address

Custodian Main
Duties and
Responsibilities

AlBilad Investment Company

Smart Tower, King Fahad Road, Riyadh 8162 King Fahad Road —
Olaya, Riyadh 12313-3701, Saudi Arabia
Tel: +966920003636.

Email: Clientservices@albilad-capital.com.

www.albilad-capital.com

Safekeeping of Securities.
Statement of Trades.
Corporate Action Management.
Income Booking.

Funds Transfers.

Foreign Exchange.


mailto:Clientservices@albilad-capital.com
http://www.albilad-capital.com/
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Fund Operator

Fund Operator
Name

Address

Operator Main
Duties and
Responsibilities

Alpha Capital Company

12371 PO BOX: 8596 Riyadh, Prince Turki Bin Abdulaziz AlAwwal,
King Saud University.
Tel: 920033594

www.alphacapital.com.sa

The fund operator is responsible for valuing the assets of the public
fund. In so doing, the fund operator shall conduct a full and fair
valuation.

The asset of fund is valued by the fund operator each dealing day at
such time as specified in the Terms and Conditions of such public
fund, and for the duration not exceeding one day from the deadline
for submission of requests for subscription or redemption.

The fund operator must comply with the Annex (5) in the investment
fund regulations in relation to valuation of the fund.

The fund operator shall be responsible for calculating the price of the
units in a public fund that it operates. The price of units for
subscriptions and redemptions on any dealing day shall be calculated
by reference to the net asset value per unit of the public fund at the
valuation point on the relevant dealing day.

The fund operator must record each instance where an asset of the
fund is valued incorrectly, or the price of a unit is calculated
incorrectly.

The fund operator is responsible for operating investment funds.
The fund manager and fund operator must maintain all books and
records in accordance with the regulations.

The fund operator must maintain -at all times- records of all units
issued and cancelled and must maintain an up to date record of the

balance of outstanding units for each fund under its operation.
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Auditor Information

Auditor Name Alluhaid & Alyahya Chartered Accountants

Grand Tower, King Fahad Road, Al Muhammadiyah district. P.O.
Box 85453, Riyadh 11691.

Address Tel: +96611 269 3516.

Fax: +966 11 488 9639.

www.aca.com.sa

Auditor’s
Statement
Regarding The The auditor’s statement is available in the audited financial
Fund’s Latest
Audited Financial
Statements

statements in the last section of this report.
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The Fund'’s audited financial statements for the financial year ending 31
December 2022 are presented on the following pages.

Note: Fund'’s Reports are available upon request free of charge.
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Alpha Murabaha Fund
(Managed by Alpha Capital Company)

FINANCIAL STATEMENTS
31 December 2022

INDEX

Independent auditor’s report on the financial statements
Statement of financial position

Statement of comprehensive income

Statement of cash flows

Statement of changes in equity

Notes to the financial statements



Alluhaid & Alyahya Chartered Accountants

1A " S Ko I" License No.(735) CR:1010468314
TR q T Paid up capital SR 100,000

' Ql j LO ' Ql 7] Ea O A Limited Liability Company
UsHeoUgd Kingdom of Saudi Arabia Riyadh King Fahd Road ,
ALLUHAID & ALYAHYA Muhammadiyah District, Garnd Tower 12th Floor
CHARTERED ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT
To the Unitholders of Alpha Murabaha Fund
(Managed by Alpha Capital Company)

Opinion

We have audited the financial statements of Alpha Murabaha Fund (the “Fund”) managed by Alpha Capital Company (the “Fund
Manager”), which comprise the statement of financial position as at 31 December 2022, and the related statements of
comprehensive income, cash flows and changes in equity for the year then ended, and notes to the financial statements, including
a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the Fund as at
31 December 2022 and its financial performance and its cash flows for the year then ended in accordance with the International
Financial Reporting Standards (“IFRS”) that are endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements
that are endorsed by the Saudi Organisation for Chartered and Professional Accountants (“SOCPA”).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs”) that are endorsed in the Kingdom of Saudi
Arabia. Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Fund in accordance with the professional code of conduct and ethics
that are endorsed in the Kingdom of Saudi Arabia that are relevant to our audit of the Fund’s financial statements and we have
fulfilled our ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Other Information included in the Fund’s 2022 Annual Report

The Fund Manager is responsible for the other information. The other information comprises the information included in the Fund’s
2022 annual report but does not include the financial statements and our auditor’s report thereon. The Fund’s 2022 annual report
is expected to be made available to us after the date of this auditor's report.

Our opinion on the financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon.

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

When we read the Fund’s 2022 annual report, if we conclude that there is a material misstatement therein, we are required to
communicate the matter to those charged with governance.

Responsibilities of the Fund Manager and Those Charged with Governance for the Financial Statements

The Fund Manager is responsible for the preparation and fair presentation of the financial statements in accordance with IFRS that
are endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements that are endorsed by the SOCPA and the
applicable provisions of the Investment Funds Regulations issued by the Board of Capital Market Authority, and the Fund’s terms
and conditions and the information memorandum, and for such internal control as the Fund Manager determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Fund Manager is responsible for assessing 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 Fund Manager
either intends to liquidate the Fund or to cease operations, or has no realistic alternative but to do so.

The Board of Directors are responsible for overseeing the Fund’s financial reporting process.

P.O .Box 85453, Riyadh 11691 - Fax. +966 11 269 4419 - Tel. +966 11 269 3516



Alluhaid & Alyahya Chartered Accountants
License No. (735} CR:1010468314

k)'.J.a‘!.JI q ;'.'!':J"" Paid up capital SR 100,000

jauqild Yguwlao A Limited Liability Company
Vg9 Ud Kingdom of Saudi Arabia Riyadh King Fahd Road,
ALLUHAID & ALYAHYA Muhammadiyah District, Garnd Tower 12th Floor

CHARTERED ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT (continued)
To the Unitholders of Alpha Murabaha Fund
(Managed by Alpha Capital Company)

Auditor’s Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with ISAs that are endorsed in the Kingdom of Saudi Arabia, we exercise professional judgment
and maintain professional skepticism throughout the audit. We also:

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

e Obtain an understanding of internal control relevant to the audit 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 Fund’s internal control.

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

¢ Conclude on the appropriateness of the Fund 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
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 auditor’s report to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future events
or conditions may cause the Fund to cease to continue as a going concern.

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

We communicate with those charged with governance 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.

for Alluhaid & Alyahya Chartered Accountants

. \C1
/':-’ 'Q# w{?
J '5?9// ‘&k\

L= sional 2 l
Turki A. Alluhaid ;mrio. 1354 § ,,
Certified Public Accountant "‘\ C’i}.\\ C.R: 101046831 S
License No. 438 N ey~ ee‘?}/
o Hahy, Chaﬂ:’f/

Riyadh: 5 Ramadan 1444H
{27 March 2023)

P.O .Box 85453, Riyadh 11691 - Fax. +966 11 269 4419 - Tel. +966 11 269 3516



Alpha Murabaha Fund
(Managed by Alpha Capital Company)

STATEMENT OF FINANCIAL POSITION

As at 31 December 2022

ASSETS

Cash and cash equivalents

Financial assets at fair value through profit or loss (“FVTPL”)
Financial assets measured at amortised cost

Other receivables

TOTAL ASSETS

LIABILITIES

Management fees payable
Accrued expenses and other current liabilities

TOTAL LIABILITIES

EQUITY

Net assets attributable to unitholders of redeemable units

TOTAL LIABILITIES AND EQUITY
Redeemable units in issue (numbers)

Net assets value attributable to per unit (SR)

Note

W

The attached notes 1 to 11 form an integral part of these financial statements

2022 2021

SR SR
100,000,773 62,276,570
81,429,257  2,288,333,392
2,282,580,770  4,209,751,798
45,760 513,236
2,464,056,560  6,560,874,996
1,157,776 2,809,837
1,669,276 2,576,982
2,827,052 5,386,819
2,461,229,508  6,555,488,177
2,464,056,560  6,560,874,996
225,178,021 614,034,456
10.93 10.68

-3-



Alpha Murabaha Fund
(Managed by Alpha Capital Company)

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2022

Note

INCOME

Income from financial assets measured at amortised cost:
Commodity Murabaha
Sukuks
Treasury bills

Gain from financial assets at FVTPL

TOTAL INCOME

OPERATING EXPENSES

Management fees 7
Value-added tax expenses

Other operating expenses

TOTAL OPERATING EXPENSES

NET INCOME FOR THE YEAR

Other comprehensive income

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

The attached notes 1 to 11 form an integral part of these financial statements

2022
SR

77,735,393
25,959,903

72,493
18,616,103

122,383,892

(20,791,656)
(3,219,935)
(298,702)

(24,310,293)

98,073,599

98,073,599

2021
SR

59,334,140
22,431,359

4,698,376
33,743,880

120,207,755

(29,771,017)
(4,640,776)

(1,701,266)

(36,113,059)

84,094,696

84,094,696
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Alpha Murabaha Fund
(Managed by Alpha Capital Company)

STATEMENT OF CASH FLOWS
For the year ended 31 December 2022

OPERATING ACTIVITIES

Net income for the year

Adjustments for:
Unrealised loss (gain) from the financial assets at FVTPL
Special commission income

Changes in operating assets and liabilities:
Decrease in financial assets at FVTPL
Decrease (increase) in financial assets measured at amortised cost
Decrease (increase) in other receivables
Increase (decrease) in management fees payable
Decrease in accrued expenses and other current liabilities

Cashflows from (used in) operations
Special commission income received

Net cashflows from (used in) operating activities
FINANCING ACTIVITIES

Proceeds from issuance of units

Payments against redemption of units

Net cash (used in) from financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at beginning of the year

CASH AND CASH EQUIVALENTS AT END OF THE YEAR

The attached notes 1 to 11 form an integral part of these financial statements

2022 2021
SR SR

98,073,599 84,094,696
21,234,202 (5,699,970)
(103,767,789) (81,889,320)
15,540,012 (3,494,594)
2,185,669,933 884,914,975
1,944,134,914  (2,053,217,705)
467,476 (99,234)
(1,652,061) 680,547
(907,706) (62,056)
4,127,712,556  (1,171,278,067)
86,803,903 45,288,975
4,230,056,471  (1,125,989,092)
2,991,478,257  7,227,890,115
(7,183,810,525)  (6,096,874,372)
(4,192,332,268)  1,131,015,743
37,724,203 5,026,651
62,276,570 57,249,919
100,000,773 62,276,570
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Alpha Murabaha Fund
(Managed by Alpha Capital Company)

STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2022

EQUITY AT THE BEGINNING OF THE YEAR
Comprehensive income:
Net income for the year

Other comprehensive income for the year

Total comprehensive income for the year

CHANGE FROM UNIT TRANSACTIONS
Proceeds from issuance of units
Payments against redemption of units

Net change from unit transactions
EQUITY AT THE END OF THE YEAR

REDEEMABLE UNIT TRANSACTIONS

Transactions in redeemable units for the year are summarised as follows:

UNITS AT THE BEGINNING OF THE YEAR
Units issued during the year
Units redeemed during the year

UNITS AT THE END OF THE YEAR

The attached notes 1 to 11 form an integral part of these financial statements

2022 2021
SR SR
6,555,488,177 5,340,377,738
98,073,599 84,094,69:J
98,073,599 84,094,696
6,653,561,776 5,424,472,434
2,991,478,257 7,227,890,115
(7,183,810,525)  (6,096,874,372)
(4,192,332,268)  1,131,015,743
2,461,229,508 6,555,488,177
2022 2021
Units Units
614,034,456 506,680,290
278,382,079 681,404,708
(667,238,514) (574,050,542)
225,178,021 614,034,456
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Alpha Murabaha Fund
(Managed by Alpha Capital Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2022

1 INCORPORATION AND ACTIVITIES

Alpha Murabaha Fund (the “Fund”) is an open-ended fund created by agreement between Alpha Capital Company
and investors (“the unitholders™) in the Fund. The main activity of the Fund is to achieve low risk investment returns
for the unitholders of the Fund while preserving capital and providing liquidity through investments primary in
Murabaha and other deals in financial instruments that are compatible with Shariah guidelines and standards of the
Fund and that are low in risks and short term. The Fund does not distribute any profits or dividends, but all profits
and dividends and income earned are reinvested in the Fund.

The Fund was offered for subscription under the laws and regulations of Capital Market Authority (“CMA”™) on 6
Muharram 1440H (corresponding to 16 September 2018). The Fund commenced its operations on 4 Safar 1440H
(corresponding to 15 October 2018).

The Fund is managed by Alpha Capital Company (the "Fund Manager"), a closed joint stock company with
commercial registration number 1010936196, licensed by the Capital Market Authority of the Kingdom of Saudi
Arabia (“CMA”) under license number 33-18187.

The Fund Manager’s registered office is P.O. Box 54854, Riyadh 12731, Kingdom of Saudi Arabia.

The last valuation day of the year was 29 December 2022. However, the financial statements of the Fund has been
prepared based on the valuation as of 31 December 2022.

The Fund has appointed Albilad Investment Company (the “Custodian™) to act as its custodian. The fees of the
custodian are paid by the Fund.

These financial statements were authorized for issue by the Board of Directors on 5 Ramadan 1444 (corresponding
to 27 March 2023).

11 Changes in terms and conditions
The Fund Manager has made general amendments in the terms and conditions of the Fund in accordance with the
Investment Fund Regulations published by the CMA, which also includes the following changes:

i The custodian fee is subject to an annual increase of 3%

ii.  Custodian fee will be calculated based on the total value of the Fund's assets, excluding cash and cash
equivalents rather than the Net Asset Value

iii. ~ Fund operating fees have been added at the rate of 0.6 basis point of the Fund’s net asset value, with a
minimum of SAR 25,000 per month, exclusive of VAT, calculated on each valuation day and paid on a
monthly basis.

iv, The Fund shall invest in derivatives contracts for the purpose of hedging and approved by reputable Sharia
boards as deemed by the Fund's Sharia Board provided that the value of investment in these contracts does
not exceed 5% of the Fund's net asset value.

V. The error in evaluating the price of a Fund’s assets that is to be reported to the authorities has been increased
from 0.45% or more to 0.5% or more of the unit price of the relevant asset, in line with the Investment Fund
Regulations

Vi, The unit holders are now allowed to transfer the ownership of the units to other investors.
vil.  The right of the custodian to appoint a sub-custodian, if required, has been added.

viii, One independent director has been added to the board of directors

ix.  The maximum fee per annum for each independent member has been increased from SAR 8,000 to 10,000




Alpha Murabaha Fund
(Managed by Alpha Capital Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2022

2 REGULATING AUTHORITY

The Fund is governed by the Investment Fund Regulations (the “Regulations™) issued by the CMA detailing
requirements for all Investment Funds within the Kingdom of Saudi Arabia.

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The summary of significant accounting policies applied in the preparation of these financial statements are set out
below.

3.1 Basis of preparation

These financial statements of the Fund have been prepared in accordance with International Financial Reporting
Standards as endorsed in the Kingdom of Saudi Arabia and other standards and pronouncement that are endorsed by
the Saudi Organisation for Chartered and Professional Accountants, (collectively hereafter referred to as IFRS as
endorsed in the Kingdom of Saudi Arabia).

The financial statements have been prepared under the historical cost convention using the accrual basis of accounting
except for financial assets held at FVTPL that are measured at fair value.

The Fund Manager has prepared the financial statements on the basis that it will continue to operate as a going
concern.

The Fund presents its statement of financial position in order of liquidity based on the Fund Manager’s intention and
perceived ability to recover/settle the majority of assets/liabilities of the corresponding financial statement line item.
An analysis regarding recovery or settlement within 12 months after the reporting date (current) and more than 12
months after the reporting date (non-current) is presented in note 9.

The preparation of these financial statements requires the use of certain critical accounting estimates. It also requires
the Fund Manager to exercise its judgement in the process of applying the Fund’s accounting policies. The areas
involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to
the financial statements, are disclosed in note 4.

3.2 Standards and amendments to existing standards effective 1 January 2022

The Fund applied for the first-time certain standards and amendments, which are effective for annual periods
beginning on or after 1 January 2022 (unless otherwise stated). The Fund has not early adopted any other standards,
interpretations or amendment that has been issued but not yet effective.

Onerous contracts — Cost of Fulfilling a Contract — Amendments to IAS 37

An onerous contract is a contract under which the unavoidable of meeting the obligations under the contract costs
(i.e., the costs that the Fund cannot avoid because it has the contract) exceed the economic benefits expected to be
received under it.

The amendments specify that when assessing whether a contract is onerous or loss-making, an entity needs to include
costs that relate directly to a contract to provide goods or services including both incremental costs (e.g., the costs of
direct labor and materials) and an allocation of costs directly related to contract activities (e.g., depreciation of
equipment used to fulfil the contract and costs of contract management and supervision). General and administrative
costs do not relate directly to a contract and are excluded unless they are explicitly chargeable to the counterparty
under the contract

These amendments had no impact on the financial statements of the Fund as there were no onerous contract as of the
reporting date.




Alpha Murabaha Fund
(Managed by Alpha Capital Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2022

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
3.2 Standards and amendments to existing standards effective 1 January 2022 (continued)
Reference to the Conceptual Framework — Amendments to IFRS 3

The amendments replace a reference to a previous version of the IASB’s Conceptual Framework with a reference to
the current version issued in March 2018 without significantly changing its requirements.

The amendments add an exception to the recognition principle of IFRS 3 Business Combinations to avoid the issue
of potential ‘day 2’ gains or losses arising for liabilities and contingent liabilities that would be within the scope of
IAS 37 Provisions, Contingent Liabilities and Contingent Assets or IFRIC 21 Levies, if incurred separately. The
exception requires entities to apply the criteria in IAS 37 or IFRIC 21, respectively, instead of the Conceptual
Framework, to determine whether a present obligation exists at the acquisition date.

The amendments also add a new paragraph to IFRS 3 to clarify that contingent assets do not qualify for recognition
at the acquisition date.

These amendments had no impact on the financial statements of the Fund as there were no contingent assets, liabilities
or contingent liabilities within the scope of these amendments that arose during the period.

Property, Plant and Equipment: Proceeds before intended Use — Amendments to IAS 16 Leases

The amendment prohibits entities from deducting from the cost of an item of propetty, plant and equipment, any
proceeds of the sale of items produced while bringing that asset to the location and condition necessary for it to be
capable of operating in the manner intended by management. Instead, an entity recognises the proceeds from selling
such items, and the costs of producing those items, in profit or loss.

These amendments had no impact on the financial statements of the Fund.

IFRS 1 First-time Adoption of International Financial Reporting Standards — Subsidiary as a first-time adopter
The amendment permits a subsidiary that elects to apply paragraph D16(a) of IFRS 1 to measure cumulative
translation differences using the amounts reported in the parent’s consolidated financial statements, based on the
parent’s date of transition to IFRS, if no adjustments were made for consolidation procedures and for the effects of
the business combination in which the parent acquired the subsidiary. This amendment is also applied to an associate
or joint venture that elects to apply paragraph D16(a) of IFRS 1.

These amendments had no impact on the financial statements of the Fund as it is not a first-time adopter.

IFRS 9 Financial Instruments — Fees in the ’10 per cent’ test for derecognition of financial liabilities

The amendment clarifies the fees that an entity includes when assessing whether the terms of a new or modified
financial liability are substantially different from the terms of the original financial liability. These fees include only
those paid or received between the borrower and the lender, including fees paid or received by either the borrower or
lender on the other’s behalf. There is no similar amendment proposed for IAS 39 Financial Instruments: Recognition
and Measurement,

These amendments had no impact on the financial statements of the Fund as there were no modifications of the Fund’s
financial instruments during the period.

IAS 41 Agriculture — Taxation in fair value measurements
The amendment removes the requirement in paragraph 22 of IAS 41 that entities exclude cash flows for taxation

when measuring the fair value of assets within the scope of IAS 41.

These amendments had no impact on the financial statements of the Fund as it did not have assets in scope of IAS 41
as at the reporting date.




Alpha Murabaha Fund
(Managed by Alpha Capital Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2022

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
3.3  Standards issued but not yet effective
The new and amended standards and interpretations that are issued, but not yet effective, up to the date of issuance

of the Fund’s financial statements are disclosed below. The Fund intends to adopt these new and amended standards
and interpretations, if applicable, when they become effective.

Standards / amendments to standards / interpretations Effective date

IFRS 17 Insurance Contracts 1 January 2023
Amendments to IAS 1: Classification of Liabilities as Current or Non-current 1 January 2023
Definition of accounting estimates (IAS 8) 1 January 2023

Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement 2) 1 January 2023
Deferred Tax related to Assets and Liabilities arising from a Single Transaction

(Amendments to I4S 12) 1 January 2023
Extension of the Temporary Exemption from Applying IFRS 9 (Amendments to IFRS 4) 1 January 2023
Classification of Liabilities as Current or Non-current — Deferral of Effective Date
(Amendments to IAS 1) 1 January 2023
3.4 Foreign currency translation
a) Functional and presentation currency

These financial statements are presented in Saudi Arabian Riyals (“SR”), which is the Fund’s functional and
presentation currency. All financial information presented has been rounded to the nearest SR.

b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactions. Foreign currency assets and liabilities are translated into the functional currency using the
exchange rate prevailing at the statement of financial position date.

Foreign exchange gains and losses arising from translation are included in the statement of comprehensive income.

3.5 Cash and cash equivalents

Cash and cash equivalents include cash with a bank and other short-term highly liquid investments, if any, with
maturities of three months or less from the purchase date.

3.6 Financial instruments
3.6.1  Financial Instruments - Initial recognition and subsequent measurement

Financial assets and financial liabilities are recognised when the Fund becomes a party to the contractual provisions
of the instrument. Purchases or sales of financial assets that require delivery of assets within the time frame generally
established by regulation or convention in the marketplace (regular way trades) are recognised on the trade date, i.c.,
the date that the Fund commits to purchase or sell the asset.
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Alpha Murabaha Fund
(Managed by Alpha Capital Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2022

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.6 Financial instruments (continued)

3.6.1  Financial Instruments - Initial recognition and subsequent measurement (continued)
i) Financial assets

Imitial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost 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 Fund’s business model for managing them. In order for a financial asset to be classified and
measured at amortised cost, 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. Financial assets with cash flows that are not SPPI are classified and measured at fair value through
profit or loss, irrespective of the business model. The Fund’s business model for managing financial assets refers to
how it manages its financial assets in order to generate cash flows. The business model determines whether cash flows
will result from collecting contractual cash flows, selling the financial assets, or both. Financial assets classified and
measured at amortised cost are held within a business model with the objective to hold financial assets in order to
collect contractual cash flows

Subsequent measurement
For purposes of subsequent measurement, financial assets are classified in the following categories:

Financial assets held for trading
In applying that classification, a financial asset is considered to be held for trading if:

(a) It is acquired or incurred principally for the purpose of selling or repurchasing it in the near term; or

(b) On initial recognition, it is part of a portfolio of identified financial instruments that are managed together and for
which, there is evidence of a recent actual pattern of short-term profit-taking; or

() Itis a derivative (except for a derivative that is a financial guarantee contract or a designated and effective hedging
instrument),

Held-for-trading assets are recorded and measured in the statement of financial position at fair value. Changes in fair
value are recognised in net trading income. Special commission income and or expense is recorded in net trading
income according to the terms of the contract, or when the right to payment has been established.

Financial assets measured at amortised cost

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 Fund’s financial assets at amortised cost includes cash and cash equivalent and receivables.

-11-



Alpha Murabaha Fund
(Managed by Alpha Capital Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2022

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.6 Financial instruments (continued)

3.6.1  Financial Instruments - Initial recognition and subsequent measurement (continued)
i) Financial assets (continued)

Financial assets measured at fair value through profit or loss (“FVTPL”)

Financial assets in this category are those that are not held for trading and have been either designated by management
upon initial recognition or are mandatorily required to be measured at fair value under IFRS 9. Management only
designates an instrument at FVPL upon initial recognition when one of the following criteria are met. Such
designation is determined on an instrument-by-instrument basis:

(a) Its contractual terms do not give rise to cash flows on specified dates that are solely payments of principal and
interest (SPPI) on the principal amount outstanding;

(b) It is not held within a business model whose objective is either to collect contractual cash flows, or to both collect
contractual cash flows and sell; and

(c) The designation eliminates or significantly reduces a measurement or recognition inconsistency that would
otherwise arise from measuring assets or liabilities or recognizing the gains and losses on them on different bases.

Financial assets at fair value through profit or loss are carried in the statement of financial position at fair value with
net changes in fair value recognised in the statement of profit or loss.

This category includes listed equity investments which the Fund had not irrevocably elected to classify at fair value
through OCI. Dividends on listed equity investments are recognised in the statement of profit or loss when the right
of payment has been established.

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 (i.e., removed from the Fund’s statement of financial position) when:

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
either (a) the Fund has transferred substantially all the risks and rewards of the asset, or (b) the Fund has 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 rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if and to what extent it has retained the risks and rewards of ownership. When it has neither
transferred nor retained substantially all of the risks and rewards of the asset, nor transferred control of the asset, the
Fund continues to recognise the transferred asset to the extent of the Fund’s continuing involvement. In that case, the
Fund also recognises 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.

Impairment

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

(Managed by Alpha Capital Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2022

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
3.6 Financial instruments (continued)
3.6.1  Financial Instruments - Initial recognition and subsequent measurement (continued)

7) Financial assets (continued)

Impairment (continued)

For other receivables, the Fund applies a simplified approach in calculating ECLs. Therefore, the Fund does not track
changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at each reporting date. The
Fund has established a provision matrix that is based on its historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic environment.

ii) Financial liabilities

Initial recognition and measurement

The Fund’s financial liabilities include redemption payable, management and administration fees payable and other
liabilities. All financial liabilities are recognised initially at fair value and, in the case of payables, net of directly
attributable transaction costs.

Financial liabilities measured at amortised cost
This category includes all financial liabilities, other than those measured at fair value through profit or loss.

Subsequent measurement

Financial liabilities at amortised cost

This is the category most relevant to the Fund. After initial recognition, financial liabilities are subsequently measured
at amortised cost using the EIR method. Gains and losses are recognised in profit or loss when the liabilities are
derecognised as well as through the EIR amortisation process. Amortised cost is calculated by taking into account
any discount or premium on acquisition and fees or costs that are an integral part of the EIR. The EIR amortisation is
included as finance costs in the statement of profit or loss.

This category generally applies to redemption payable, management and administration fees payable and other
liabilities.

Derecognition

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

iii) Offsetting financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement of financial position
if, and only if, there is a currently enforceable legal right to offset the recognised amounts and there is an intention to
settle on a net basis, or to realise the asset and settle the liability simultaneously. This is generally not the case with
master netting agreements unless one party to the agreement defaults and the related assets and liabilities are presented
gross in the statement of financial position.
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Alpha Murabaha Fund
(Managed by Alpha Capital Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2022

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
3.7 Fair value measurement
The Fund measures financial instruments such as equity instruments 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:

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

The 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.

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

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

¢ Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities
Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable

e 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 recognized in financial statements at fair value on a recurring basis, the Fund
determines whether transfers have occurred between levels in the hierarchy by re-assessing categorization (based on
the lowest level input that is significant to the fair value measurement as a whole) at the end of each year. The Fund
determines the policies and procedures for both recurring fair value measurement, and for non-recurring
measurement.

At each reporting date, the Fund analyses the movements in the values of assets and liabilities which are required to
be re-measured or re-assessed as per the Fund’s accounting policies. For this analysis, the Fund verifies the major
inputs applied in the latest valuation by agreeing the information in the valuation computation to contracts and other
relevant documents. The Fund also compares the change in the fair value of each asset and liability with relevant
external sources to determine whether the change is reasonable.

For the purpose of fair value disclosures, the Fund has determined classes of assets and liabilities on the basis of the
nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy, as explained above.
Fair value related disclosures for financial instruments that are measured at fair value or where fair values are
disclosed are discussed in note 8.

3.8 Provisions
Provisions are recognised when the Fund has a present obligation (legal or constructive) as a result of a past event, it

is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a
reliable estimate can be made of the amount of the obligation.
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Alpha Murabaha Fund
(Managed by Alpha Capital Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2022

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.9 Accrued expenses

Liabilities are recognized for amounts to be paid in the future for services received, whether billed by the suppliers
or not. These are initially recognized at fair value and subsequently at amortized cost using the effective interest rate
method.

3.10  Redeemable units
Redeemable units are classified as equity instruments when:

¢  The redeemable units entitle the Unitholder to a pro rata share of the Fund’s net assets in the event of the Fund’s
liquidation
The redeemable units are in the class of instruments that is subordinate to all other classes of instruments

¢ All redeemable units in the class of instruments that is subordinate to all other classes of instruments have
identical features

¢ The redeemable units do not include any contractual obligation to deliver cash or another financial asset other
than the Unitholder’s rights to a pro rata share of the Fund’s net assets

o The total expected cash flows attributable to the redeemable units over the life of the instrument are based
substantially on the profit or loss, the change in the recognised net assets or the change in the fair value of the
recognised and unrecognised net assets of the Fund over the life of the instrument

In addition to the redeemable units having all of the above features, the Fund must have no other financial instrument
or contract that has:

e  Total cash flows based substantially on the profit or loss, the change in the recognised net assets or the change in
the fair value of the recognised and unrecognised net assets of the Fund
o The effect of substantially restricting or fixing the residual return to the redeemable unitholders

The Fund continuously assesses the classification of the redeemable units. If the redeemable units cease to have all
the features, or meet all the conditions set out, to be classified as equity, 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 net assets attributable to the Unitholders. If the redeemable units subsequently have all the
features and meet the conditions to be classified as equity, 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 issuance, acquisition and cancellation of redeemable units are accounted for as equity transactions. No gain or
loss is recognised in the statement of comprehensive income on the purchase, issuance or cancellation of the Fund’s
own equity instruments

3.11  Net assets value per unit

The net assets value per unit disclosed in the statement of financial position is calculated by dividing the net assets
value of the Fund by the number of units in issue at the period end.

3.12  Management fees, custodian fees and other expenses

Management fees, administration fees, custodian fess and other expenses are charged at rates / amounts within limits
mentioned in terms and conditions of the Fund.

3.13 Zakat and income tax

Fund is not liable to pay any zakat or income tax which are considered to be the obligation of the Unitholders and are
as such not provided in the accompanying financial statements.
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(Managed by Alpha Capital Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2022

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
3.14  Special commission income

Special commission income including special commission income from non-derivative financial assets measured at
amortised cost, are recognized in the statement of comprehensive income, using effective interest method. The
effective interest rate is the rate that exactly discounts the estimated future cash payments and receipts through the
expected life of financial instrument (or, when appropriate, a shorter period) to the carrying amount of the financial
instrument on initial recognition. When calculating the effective interest rate, the Fund estimates future cash flows
considering all contractual terms of the financial instrument, but not future credit losses.

4 SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of the Fund’s financial statements in conformity with the International Financial Reporting Standards
as endorsed in the Kingdom of Saudi Arabia requires the use of estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the reporting date and the reported
amounts of revenue and expenses during the year. Estimates and judgments are continually evaluated and are based
on historical experience and other factors, including expectations of future events that are believed to be reasonable
under the circumstances. The Fund makes estimates and assumptions concerning the future. The resulting accounting
estimates, by definition, may differ from the related actual results.

Significant areas where management has used estimates, assumptions or exercised Jjudgements are as follows:

Going concern

The Board of Director, in conjunction with the Fund Manager has made an assessment of the Fund’s ability to continue
as going concern and 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 cost significant doubt upon the
Fund’s ability to continue as going concern. Therefore, the financial statements continued to be prepared on the going
concern basis.

Fair value measurement

The Fund measures its investments in money market instruments at fair value at each reporting date. Fair value is the
price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The fair value measurement is based on the presumption that the transaction to
sell the asset or transfer the liability takes place either in the principal market for the asset or liability or, in the absence
of a principal market, in the most advantageous market for the asset or liability. The principal or the most
advantageous market must be accessible to the Fund. 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 nonfinancial 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.

For all other financial instruments not traded in an active market, if any, the fair value is determined using valuation
techniques deemed to be appropriate in the circumstances. Valuation techniques include the market approach (i.e.,
using recent arm’s length market transactions, adjusted as necessary, and reference to the current market value of
another instrument that is substantially the same) and the income approach (i.e., discounted cash flow analysis and
option pricing models making as much use of available and supportable market data as possible).

The Fund measures financial instruments other than instruments measured at amortised costs, at fair value at each
statement of financial position date. Fair values of those financial instruments are disclosed in Note 5.

-16-



Alpha Murabaha Fund
(Managed by Alpha Capital Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2022

5 FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

The geographical exposure of financial assets at fair value through profit or loss on the last valuation day is
summarized below:

31 December 2022
Financial assets at FVTPL (by country) %‘;;t Mark;lt{va lue Perci/tztage
Kingdom of Saudi Arabia 79,464,692 81,429,257 100.00%
31 December 2021
Financial assets at FVTPL (by country) (:;gzt Mark;;value Fercentage %
Kingdom of Saudi Arabia 2,265,134,626 2,288,333,392 100.00%

The gains from financial assets at FVTPL during the year ended 31 December 2022 amounted to SR 18,616,103 (31
December 2021: SR 33,743,880)

6 FINANCTAL ASSETS MEASURED AT AMORTISED COST
2022 2021
SR SR
Murabaha placements (i) 1,756,605,696 3,378,428,370
Investments in sukuk (ii) 525,975,074 744,553,804
Investments in treasury bills (iii) - 86,769,624
2,282,580,770 4,209,751,798

() Murabaha placements

Counterparties with whom the Fund has made placements have sound credit ratings as issued by rating agencies. The
average effective commission rate on these placements as at year end is 4.75% per annum (31 December 2021:

1.78%).

The remaining maturity of these murabaha placements are as follows:

2022 % of 2021 % of

SR value SR value
Up to one month 732,091,780 41.68% 1,050,751,589 31.10%
1~ 3 months 1,024,513,916 58.32% 953,004,783 28.21%
3 — 6 months - - 598,327,641 17.71%
6 — 9 months - - 585,626,106 17.33%
9 — 12 months - - 190,718,251 5.65%
1,756,605,696 100.00% 3,378,428,370 100.00%
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Alpha Murabaha Fund
(Managed by Alpha Capital Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2022

6 FINANCIAL ASSETS MEASURED AT AMORTISED COST (continued)

(i) Sukuks

Counterparties with whom the Fund has made sukuk investments have sound credit ratings as issued by rating
agencies. Investments in sukuk are redeemable at par value at their maturity date. The average effective commission

rate for these investments as at year end is 5.98% per annum (31 December 2021: 4.43%).

The remaining maturity of these sukuk are as follows:

2022 % of 2021 % of

SR value SR value
Not later than one year 195,592,643 37.18% 436,747,617 58.66%
Later than 1 year and no later than 5 years 330,382,431 62.82% 307,806,187 41.34%
525,975,074 100.00% 744,553,804 100.00%

(iii) Treasury bills

At the beginning of the year, the fund had investments in Treasury bills which were issued by Government of Bahrain.
The average effective commission rate on these treasury bills was 1.53% per annum. These treasury bills matured
during the year.

7 TRANSACTIONS WITH RELATED PARTIES

Parties are considered to be related if one party has the ability to control the other party or exercise significant
influence over the other party in making financial or operational decisions. The Fund Manager and entities / persons
related to Fund Manager and the Fund’s Board of Directors are considered as related parties of the Fund. In the
ordinary course of its activities, the Fund transacts business with its related parties.

a) Management fees

The Fund Manager is responsible for the overall management of the Fund’s activities. The Fund Manager charges
management fee at the annual rate of 0.45% that is calculated on a daily basis, based on the net assets of the Fund.
The management fee for the year ended 31 December 2022 amounted to SR 20,791,656 (31 December 2021: SR
29,771,017), exclusive of value-added tax, with SR 1,157,776 (inclusive of value-added tax) payable as at 31
December 2022 (31 December 2021: SR 2,809,837).

b) Board of Directors remuneration

The board of directors’ remuneration charge for the year ended 31 December 2022 was SR 8,000 (31 December 2021:
SR 8,000) and consisted of only fixed directors’ fees, with SR 8,000 payable as at 31 December 2022 (31 December
2021: SR 16,000).

c) Subscriptions and redemptions of Fund units:

During the year, the Fund Manager had subscribed 5,417,341 units (2021: 8,992,479 units) of the Fund amounting to
SR 58,350,000 (2021: SR 95,383,090) and redeemed 4,973,395 units (2021: 10,518,644 units) of the Fund amounting
to SR 53,600,000 (2021: SR 111,485,590) with 1,614,113 outstanding units as of 31 December 2022 (2021: 1,170,168
units).

During the year, the shareholders of the Fund Manager had subscribed 7,239,938 units (2021: 11,373,127 units) of
the Fund amounting to SR 78,000,000.00 (2021: SR 120,262,831) and redeemed 3,593,344 units (2021: redeemed
10,740,127 units) of the Fund amounting to SR 38,747,810 (2021: SR 1 13,769,734) with 6,390,120 outstanding units
as of 31 December 2022 (2021: 2,743,526 units).
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Alpha Murabaha Fund
(Managed by Alpha Capital Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2022

7 TRANSACTIONS WITH RELATED PARTIES (continued)
c) Subscriptions and redemptions of Fund (continued)

During the year, the board of directors and executive management of the Fund Manager had subscribed 624,902 units
(2021: 462,554 units) of the Fund amounting to SR 6,724,183 (2021: SR 4,906,223) and redeemed 667,473 units
(2021: 456,563 units) of the Fund amounting to SR 7,190,717 (2021: SR 4,85 1,564) with no outstanding units as of
31 December 2022 (2021: 42,589 units).

During the year, the other Funds managed by the Fund Manager had subscribed 12,994,325 units (2021: 22,310,273
units) of the Fund amounting to SR 139,873,825 (2021: SR 237,552,427) and redeemed 33,977,927 units (2021:
2,576,384 units) of the Fund amounting to SR 364,860,010 (2021: SR 27,450,476) with 4,248,350 outstanding units
as of 31 December 2022 (2021: 25,231,952 units).

During the year, Affiliates of the Fund had subscribed 2,517,491 units (2021: 1 1,171,636 units) of the Fund amounting
to SR 27,175,651 (2021: SR 118,918,666) and redeemed 9,729,179 units (2021: 7,449,573 units) of the Fund
amounting to SR 104,320,860 (2021: SR 78,983,067) with 5,090,370 outstanding units as of 31 December 2022
(2021: 12,302,058 units).

8 FINANCIAL INSTRUMENT RISK MANAGEMENT
8.1 FINANCIAL INSTRUMENTS RISK

The Fund’s activities are exposed to variety of financial instrument risks such as: market risk (which includes foreign
currency risk, special commission rate risk and price risk), credit risk and liquidity risk. The Fund’s overall risk
management program secks to maximize the returns derived for the level of risk to which the Fund is exposed and
seeks to minimize potential adverse effects on the Fund’s financial performance. The Fund Manager has in place
policies and procedures to identify risks affecting the Fund’s investments and to ensure that such risks are addressed
as soon as possible, which include conducting a risk assessment at least once a year.

The Fund Manager also applies a prudent spread of risk while taking into consideration the Fund’s investment policies
and the terms and conditions. Furthermore, the Fund Manager shall make every effort to ensure that sufficient liquidity
is available to meet any anticipated recovery request. The Board of directors of the Fund plays a role in ensuring that
the Fund Manager fulfils its responsibilities to the benefit of the unitholders in accordance with the provisions of the
Regulations and the terms and conditions of the Fund.

The Fund uses different methods to measure and manage the various types of risk to which it is exposed; these
methods are explained below.

811 Market risk
a) Special commission rate risk

Special commission rate risk is the risk that the fair value or future cashflows of a financial instrument will fluctuate
due to changes in the market special commission rates. The Fund is subject to special commission rate risk on its
special commission bearing assets.
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Alpha Murabaha Fund
(Managed by Alpha Capital Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2022

8 FINANCIAL INSTRUMENT RISK MANAGEMENT (continued)
8.1.1  Market risk (continued)
a) Special commission rate visk (continued)

The following table demonstrates the sensitivity to a reasonably possible change in special commission income on
financial instruments affected with all other variables held constant. There is no sensitivity effect on other
comprehensive income (OCI) as the Fund has no assets designated as fair value through other comprehensive income
or hedging instruments. In practice, the actual trading results may differ from the below sensitivity analysis and the
difference could be significant.

Impact on profit or loss
31 December 31 December
2022 2021
SR SR
Change in profit rate:
1% increase 22,825,807 42,097,518
1% decrease (22,825,807) (42,097,518)

The Fund Manager seeks to limit its special commission risk by investing in assets with short term maturity.
b) Currency risk

Currency risk is the risk that the fair value or future cashflows of a financial instrument will fluctuate due to a change
in foreign exchange rates. The Fund’s management believe that there is a minimal risk of significant losses due to
exchange rate fluctuation as the majority of monetary assets and liabilities are in Saudi Riyals. Further, the Fund’s
foreign currency transactions are primarily in US and GCC currencies, which does not have major fluctuations, hence
the impact of foreign exchange gains and losses are not significant.

c) Price risk

Price risk is the risk that the fair value or future cashflows of the Fund’s financial instraments 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 assets at FVTPL that the Fund
holds. The Fund Manager closely monitors the price movement of these financial assets. The Fund manages the risk
through diversification of its investment portfolio by investing in financial assets which does not have significant
price movement considering the nature and size of the Fund.

Sensitivity analysis

The Fund’s financial assets at FVTPL are subject to price risk. According to the Fund’s management, the effect on
the statement of comprehensive income as a result of a change in fair value of financial assets due to a reasonable
possible change in the net assets value, with all other variables held constant is as follows:

31 December 31 December

2022 2021
SR SR
5% increase 4,071,463 114,416,670
5% decrease (4,071,463) (114,416,670)

8.1.2  Liquidity risk

Liquidity risk is the risk that the Fund will encounter difficulty in realizing funds to meet commitments associated
with redemption of units or settlement of financial liabilities.
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Alpha Murabaha Fund
(Managed by Alpha Capital Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2022

8 FINANCIAL INSTRUMENT RISK MANAGEMENT (continued)
8.1.2  Liquidity risk (continued)

The Fund’s terms and conditions provide for subscriptions and redemptions of units throughout the working days of
the week and the Fund is therefore, exposed to the liquidity risk of not meeting unitholder redemptions. The Fund’s
investments are considered to be readily realizable 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,
maturity, and liquidation of the investment portfolio or by obtaining financing from the related parties of the Fund.

The undiscounted value of all financial liabilities of the Fund at the reporting date approximate to their carrying values
and all are to be settled within one year from the reporting date.

8.1.3 Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other
party to incur a financial loss. The Fund does not have a formal internal grading mechanism.

Credit risk is managed and controlled by monitoring credit exposures, limiting transactions with specific
counterparties and continually assessing the creditworthiness of counterparties. Credit risks are generally managed

on the basis of external credit ratings of the counterparties. The Fund Manager seeks to limit its credit risk by
monitoring credit exposure and by dealing with reputed counterparties.

The table below shows the maximum exposure to credit risk for the components of the statement of financial position:

31 December 31 December

2022 2021
SR SR
Financial assets measured at amortised costs 2,282,580,770 4,209,751,798
Cash and cash equivalents 100,000,773 62,276,570
Other receivables 45,760 513,236
Total exposure to credit risk 2,382,627,303 4,272,541,604

The Fund’s financial assets subject to the expected credit loss model within IFRS 9 are only cash equivalents and
financial assets measured at amortised cost.

The Fund has adopted the general approach. The management has conducted an impairment assessment based on the
expected credit loss (ECL) as required under IFRS 9, considering various assumptions. Based on the assessment, the
management has concluded that the impairment loss is not significant against the carrying value of financial assets
held at amortised cost at the reporting date.

8.2 CAPITAL RISK MANAGEMENT

The capital of the Fund is represented by the net assets attributable to holders of redeemable units. The amount of net
asset 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 retumns for unitholders, provide benefits for other stakeholders and
maintain a strong net asset 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.

The Fund Manager monitor capital on the basis of the value of net assets attributable to redeemable unitholders.
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Alpha Murabaha Fund
(Managed by Alpha Capital Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2022

8.3 FAIR VALUE OF FINANCIAL INSTRUMENTS

The Fund has investments at fair value through profit or loss which is measured at fair values and are classified within
level 2 of the fair value hierarchy. Management believes that the fair value of all other financial assets and liabilities
are classified as amortized cost and at the reporting date approximate their carrying values owing to their short-term
tenure and the fact that these are readily realizable. These are all classified within level 2 of the fair value hierarchy.
There were no transfers between various levels of fair value hierarchy during the current year or prior year.

9 MATURITY ANALYSIS OF ASSETS AND LIABILITIES
Within After

12 months 12 months Total
As at 31 December 2022 (SR) (SR) SR
ASSETS
Cash and cash equivalents 100,000,773 - 100,000,773
Financial assets at FVTPL 81,429,256 - 81,429,256
Financial assets measured at amortised cost 1,952,198,339 330,382,431  2,282,580,770
Other receivables 45,760 - 45,760
TOTAL ASSETS 2,133,674,128 330,382,431  2,464,056,559
LIABILITIES
Management fees payable 1,157,776 - 1,157,776
Accrued expenses and other current liabilities 1,699,276 - 1,699,276
TOTAL LIABILITIES 2,857,052 - 2,857,052

Within After

12 months 12 months Total
As at 31 December 2021 (SR) (SR) SR
ASSETS
Cash and cash equivalents 62,276,570 - 62,276,570
Financial assets at FVTPL 2,288,333,392 - 2,288,333,392
Financial assets measured at amortised cost 3,901,945,611 307,806,187 4,209,751,798
Other receivables 513,236 - 513,236
TOTAL ASSETS 6,253,068,809 307,806,187  6,560,874,996
LIABILITIES
Management fees payable 2,809,837 - 2,809,837
Accrued expenses and other current liabilities 2,576,982 - 2,576,982
TOTAL LIABILITIES 5,386,819 - 5,386,819

10 CONTINGENCIES

There are no contingencies as at the reporting date.
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Alpha Murabaha Fund
(Managed by Alpha Capital Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2022

11 SUBSEQUENT EVENTS

The Ministry of Finance has issued a resolution (“MR”’) numbered 29791, dated 9th Jumada Al-Awwal 1444 H
(corresponding to 3 December 2022) publishing certain zakat filing rules to be complied by investment funds in the
Kingdom of Saudi Arabia, applicable for the financial year 2023. According to the MR the Fund is not subject to
zakat or tax, however, will be required to file certain financial information with Zakat, Tax and Customs Authority
commencing 1 January 2023.
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