
 

 

 

 

 

 

 

 

SAUDI FRANSI CAPITAL FIXED INCOME 

FUND  
(Managed by Saudi Fransi Capital Company) 

 
FINANCIAL STATEMENTS 

TOGETHER WITH THE INDEPENDENT AUDITOR’S REPORT 

FOR THE YEAR ENDED 31 DECEMBER 2023 



SAUDI FRANSI CAPITAL FIXED INCOME FUND 

(Managed by Saudi Fransi Capital Company) 

FINANCIAL STATEMENTS  

FOR THE YEAR ENDED 31 DECEMBER 2023 

 

 

INDEX PAGE 

  

Independent auditor’s report  1-3 

  

Statement of financial position 4 

  

Statement of comprehensive income 5 

  

Statement of changes in equity attributable to the Unitholders 6 

  

Statement of cash flows 7 

  

Notes to the financial statements 8-21 

  

 

 



 

 

PricewaterhouseCoopers, License No. 25, 

Kingdom Tower, P.O. Box 8282, Riyadh 11482, Kingdom of Saudi Arabia 

T: +966 (11) 211-0400, F: +966 (11) 211-0401, www.pwc.com/middle-east 

 
 

 

Independent auditor’s report to the Unitholders and the Fund 
Manager of Saudi Fransi Capital Fixed Income Fund 
 

Our opinion  
In our opinion, the financial statements present fairly, in all material respects, the financial position of 
Saudi Fransi Capital Fixed Income Fund (the “Fund”) as at 31 December 2023, and its financial 
performance and its cash flows for the year then ended in accordance with International Financial 
Reporting Standards,  that are endorsed in the Kingdom of Saudi Arabia, and other standards and 
pronouncements issued by the Saudi Organization for Chartered and Professional Accountants 
(SOCPA). 
 

What we have audited 
The Fund’s financial statements comprise: 
 

• the statement of financial position as at 31 December 2023; 

• the statement of comprehensive income for the year then ended; 

• the statement of changes in equity attributable to the Unitholders for the year then ended; 

• the statement of cash flows for the year then ended; 

• the notes to the financial statements, comprising material accounting policy information and other 
explanatory information. 

 

Basis for opinion  
We conducted our audit in accordance with International Standards on Auditing, 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 believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our opinion.  
 

Independence 
We are independent of the Fund and Fund Manager in accordance with the International Code of Ethics 
for Professional Accountants (including International Independence Standards), endorsed in the 
Kingdom of Saudi Arabia (the “Code”), that is relevant to our audit of the financial statements and we 
have fulfilled our other ethical responsibilities in accordance with the Code’s requirements. 
 

Other information 
Fund Manager is responsible for the other information. The other information comprises the 
information included in the Fund's Annual Report, but does not include the financial statements and 
our auditor’s report thereon, which 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 will not express 
any form of assurance conclusion thereon. 
 
In connection with our audit of the financial statements, our responsibility is to read the other 
information identified above 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 Annual Report, if we conclude that there is a material misstatement therein, 
we are required to communicate the matter to those charged with governance.
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Independent auditor’s report to the Unitholders and the Fund 
Manager of Saudi Fransi Capital Fixed Income Fund 
(continued) 
 

Responsibilities of Fund Manager and those charged with governance for the 
financial statements 
Fund Manager is responsible for the preparation and fair presentation of the financial statements in 
accordance with International Financial Reporting Standards, that are endorsed in the Kingdom of 
Saudi Arabia and other standards and pronouncements issued by SOCPA, and the applicable provisions 
of the Investment Funds Regulations issued by the Board of the Capital Market Authority and the Fund’s 
terms and conditions, and for such internal control as 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, 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 Fund Manager either intends to liquidate the Fund or to cease 
operations, or has no realistic alternative but to do so.  
 

Those charged with governance, i.e. the Fund Board, is responsible for overseeing the Fund’s financial 
reporting process. 
 

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 International Standards on Auditing, 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 International Standards on Auditing, 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.  

• 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 Fund Manager’s internal control.  

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by Fund Manager.  
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Independent auditor’s report to the Unitholders and the Fund 
Manager of Saudi Fransi Capital Fixed Income Fund 
(continued) 
 

Auditor’s responsibilities for the audit of the financial statements (continued) 
• Conclude on the appropriateness of 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.  
 
PricewaterhouseCoopers 
 
 
 
 
Bader I. Benmohareb 
License Number 471 
 
31 March 2024 
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Note 

 

As at 31  

December 2023 

SR 

As at 31  

December 2022 

SR 

    

ASSETS    

Cash and cash equivalents 7 642,882 4,103,964 

Investments measured at fair value through profit or loss (FVTPL) 8.1 32,709,923 94,974,195 

Investments at amortized cost 8.2 37,181,032 42,151,325 

Other assets  29,580  11,693  

TOTAL ASSETS  70,563,417 141,241,177 

    

LIABILITIES    

Management fee payable 10 48,223 97,637 

Payable against units redeemed  5,068 - 

Accruals and other liabilities  64,940 60,299 

TOTAL LIABILITIES  118,231 157,936 

    

EQUITY ATTRIBUTABLE TO THE UNITHOLDERS  70,445,186 141,083,241 

Of which:    

Equity attributable to the Unitholders (Class A)  24,048,246  23,807,796  

Equity attributable to the Unitholders (Class B)  46,396,940  117,275,445  

    

    

Units in issue (Class A)  2,386,200 2,386,200  

Units in issue (Class B)  4,625,066 11,778,326  

    

Equity per unit in Saudi Riyals (Class A)  10.0781 9.9773  

Equity per unit in Saudi Riyals (Class B)  10.0316 9.9569  
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Note 

 

For the year 

ended 31 

December 2023 

SR 

For the period 

from 8 April 

2022 to 31 

December 2022 

SR 

    

INCOME    

Special commission income 9 6,321,691 3,265,593 

Net loss on investments measured at FVTPL 8 (1,042,868) (1,855,864) 

Other income   - 17,399 

  5,278,823 1,427,128 

    

EXPENSES    

Management fees 10 (839,745) (1,148,844) 

Other expenses  11 (228,037) (226,667) 

  (1,067,782) (1,375,511) 

    

NET INCOME FOR THE YEAR / PERIOD  4,211,041 51,617 

    

OTHER COMPREHENSIVE INCOME  - - 

    

TOTAL COMPREHENSIVE INCOME FOR THE YEAR / 

PERIOD  4,211,041 51,617 
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For the year 

ended 31 

December 

2023 

SR 

For the period 

from 8 April 

2022 to 31 

December  

2022 

SR 

   

EQUITY ATTRIBUTABLE TO THE UNITHOLDERS 

AT THE BEGINNING OF THE YEAR / PERIOD 141,083,241 - 

   

CHANGES FROM OPERATIONS   

Total comprehensive income for the year / period 4,211,041 51,617 

   

Dividends paid – Class A (741,713) (388,218) 

Dividends paid – Class B (2,883,286) (1,336,782) 

   

CHANGES FROM UNIT TRANSACTIONS   

Value of units issued – Class A - 48,660,750 

Value of units redeemed- Class A - (24,213,399) 

Value of units issued – Class B 1,319,549 180,736,668 

Value of units redeemed- Class B (72,543,647) (62,427,395) 

   

Net change from unit transactions (71,224,098) 142,756,624 

   

EQUITY ATTRIBUTABLE TO THE UNITHOLDERS  

AT THE END OF THE YEAR / PERIOD 70,445,186 141,083,241 

   

Of which:   

Class A 24,048,246 23,807,796 

Class B 46,396,940 117,275,445 

 

Transactions in units during the year / period are summarised as follows: 

 

For the year ended 31 

December 2023 

SR 

For the period from 8 

April 2022 to  

31 December 2022 

SR 

 Class A Class B Class A Class B 

     

UNITS AT THE BEGINNING OF THE YEAR / PERIOD 2,386,200 11,778,326 - - 

     

Units issued - 131,625  4,866,075  18,089,285 

Units redeemed - (7,284,885) (2,479,875) (6,310,959) 

Net change in units - (7,153,260)  2,386,200  11,778,326  

     

UNITS AT THE END OF THE YEAR / PERIOD 2,386,200 4,625,066 2,386,200 11,778,326 
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 For the year 

ended 31 

December 2023 

SR 

For period from  

8 April 2022 to 31 

December 2022 

SR 

   

CASH FLOWS FROM OPERATING ACTIVITIES   

Net income for the year / period 4,211,041 51,617 

   

Adjustment to reconcile net income to net cash generated from / (used in) 

operating activities   

Unrealised (gain) / loss on investments measured at FVTPL (1,481,545) 1,855,864 

 2,729,496 1,907,481 

   

Changes in operating assets and liabilities:   

Investments measured at amortized cost 4,970,293 (42,151,325) 

Investments measured at FVTPL 63,745,817 (96,830,059) 

Other assets (17,887) (11,693) 

Management fee payable (49,414) 97,637 

Accruals and other liabilities 4,641 60,299 

   

Net cash generated from / (used in) operating activities 71,382,946 (136,927,660) 

   

CASH FLOWS FROM FINANCING ACTIVITIES   

Proceeds from units sold 1,319,549  229,397,418  

Payment against units redeemed (72,538,578)  (86,640,794) 

Dividend distribution (3,624,999) (1,725,000) 

Net cash (used in) / generated from financing activities (74,844,028) 141,031,624 

   

   

NET CHANGE IN CASH AND CASH EQUIVALENTS (3,461,082) 4,103,964 

   

Cash and cash equivalents at the beginning of the year / period 4,103,964 - 

   

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR / 

PERIOD 642,882 4,103,964 
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1. GENERAL  

 

Saudi Fransi Capital Fixed Income Fund (the “Fund”) is an open-ended public investment fund established based on 

an agreement between Saudi Fransi Capital Company (the “Fund Manager”) and the investors (the “Unitholders”). 

The Fund commenced its operations on 6 Ramadan 1443H (corresponding to 8 April 2022). 

 

The objective of the Fund is to generate income and capital appreciation through investment in Sharia compliant 

sukuk, money market funds, money market transactions and bank deposits including but not limited to Murabaha, 

Wakala, Mudarba and Musharaka transactions and Sharia compliant structured products, notes and asset backed 

securities diversified by geography, issuer, rating, profit rate and maturity. 

 

During the year, the Fund updated its terms and conditions on 15 Rabiʻ II 1445H (corresponding to 30 October 2023) 

which have been approved by the Capital Market Authority “CMA”. 

 

The Fund Manager of the Fund is Saudi Fransi Capital Company. The Custodian and Fund Administrator of the Fund 

is HSBC Saudi Arabia. 

 

2. REGULATORY AUTHORITY 

 

The Fund is governed by the Investment Fund Regulations (the “Regulations”) issued by the Capital Market Authority 

(CMA) on 3 Dhul Hijja 1427H (corresponding to 24 December 2006) and amended by resolution of the Board of the 

Capital Market Authority on 12 Rajab 1442H (corresponding to 24 February 2022) effective from 19 Ramadan 1442H 

(corresponding to 1 May 2021).  

 

3. BASIS OF PREPARATION 

 

3.1 STATEMENT OF COMPLIANCE 

 

These financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”) 

that are endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements issued by the Saudi 

Organization for Chartered and Professional Accountants (“SOCPA”). 

 

Assets and liabilities in the statement of financial position are presented in the order of liquidity. 

 

An analysis in respect of 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 13. 

 

3.2 BASIS OF MEASUREMENT 
 

These financial statements are prepared under the historical cost convention, using the accrual basis of accounting 

except for certain investments at fair value through profit or loss (FVTPL) which are measured at fair value. 
 

3.3 FUNCTIONAL CURRENCY 

 

These financial statements are presented in Saudi Riyal (“SR”), which is the Fund’s functional and presentation currency. 

3.4 SUBSCRIPTION/REDEMPTION 

Subscription / redemption requests are accepted every Monday and Wednesday. The equity value of the Fund for the 

purpose of purchase or sale of units is determined by dividing the total equity of the Fund by the total number of 

outstanding Fund units. 



SAUDI FRANSI CAPITAL FIXED INCOME FUND 

(Managed by Saudi Fransi Capital Company) 

NOTES TO THE FINANCIAL STATEMENTS  

FOR THE YEAR ENDED 31 DECEMBER 2023 
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4. MATERIAL ACCOUNTING POLICIES  

 

The material accounting policies used in the preparation of these financial statements are stated below. These policies 

have been consistently applied to all periods presented, unless otherwise stated. 

 

Financial instruments  

 

Initial recognition 

 

The Fund records financial asset or a financial liability in its statement of financial position when, and only when, it 

becomes party to the contractual provisions of the instrument. 

 

At initial recognition, financial assets or financial liabilities are measured at their fair value. In the case of financial assets 

or financial liabilities not at fair value through profit or loss, its fair value less transaction costs that are directly 

attributable to the acquisition or issue of the financial asset or financial liability is the initial recognition amount. 

 

Classification 

 

The Fund classifies its financial assets under the following categories: 

• Fair value through profit or loss (FVTPL); 

• Fair value through other comprehensive income (FVOCI); and 

• Amortised cost. 

 

These classifications are on the basis of the business model of the Fund for managing the financial assets, and contractual 

cash flow characteristics. 

 

The Fund measures financial asset at amortised cost when it is within the business model to hold assets in order to collect 

contractual cash flows, and contractual terms of the financial asset gives rise on specified dates to cash flows that are 

solely payments of principal and interest on the principal amount outstanding. Any income generated from these financial 

assets is recognized using effective interest method. 

 

For assets measured at fair value, gains and losses will either be recorded in either profit or loss or other comprehensive 

income. For investments in equity instruments, this will depend on whether the Fund has made an irrevocable election 

at the time of initial recognition to account for the equity investment at fair value through other comprehensive income. 

 

The Fund classifies all financial liabilities as subsequently measured at amortised cost using the effective interest rate 

method. 

 

Derecognition of financial instruments 

 

The Fund derecognizes a financial asset when the contractual rights to the cash flows from the assets expire, or when 

it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another party. If 

the Fund neither transfers nor retains substantially all the risks and rewards of ownership and continues to control the 

transferred asset, the Fund recognizes its retained interest in the asset and associated liability for amounts it may have 

to pay. If the Fund retains substantially all the risks and rewards of ownership of the transferred financial asset, the 

Fund continues to recognize the financial asset and also recognizes collateralized financing for the proceeds received. 

 

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires. 

When an existing financial liability is replaced by another from the same lender on substantially different terms, or 

the terms of an existing liability are substantially modified, such an exchange or modification is treated as a 

derecognition of the original liability and the recognition of a new liability, and the difference in the respective 

carrying amounts is recognized in the statements of comprehensive income.  

 

Offsetting of financial instruments 

 

Financial assets and financial liabilities are offset, and the net amount reported in the statement of financial position 

if there is a currently enforceable legal right to offset the recognised amounts and there is an intention to settle on a 

net basis, or to realise the assets and settle the liabilities simultaneously
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4. MATERIAL ACCOUNTING POLICIES (continued) 

 

Impairment of financial assets 

 

The Fund assesses on a forward-looking basis the expected credit losses (“ECL”) associated with its financial assets, 

carried at amortised cost, the ECL is based on a 12-month ECL and lifetime ECL. The 12-month ECL is the portion 

of lifetime ECLs that results from default events on a financial instrument that are possible within 12 months after 

the reporting date. However, when there has been a significant increase in credit risk since origination, the allowance 

will be based on the lifetime ECL.  

 

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.  

• 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: 

 

• 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.  

• The effect of substantially restricting or fixing the residual return to the redeemable Unitholders.   

The Fund’s redeemable participating units meet the definition of puttable instruments classified as equity under IAS 

32.16A-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 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 equity 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 Fund has two classes of redeemable units Class (A) and Class (B). Both classes are different in terms of the fees 

and charges applicable to Classes (A) and (B). 

Class (A) unitholders pay management fees of 0.50% of the Fund's assets after deduction of other expenses and 

accrued liabilities. 

Class (B) unitholders pay management fees of 0.75% of the Fund's assets after deduction of other expenses and 

accrued liabilities. 

All Unitholders of all classes enjoy equal rights and are treated equally by the Fund Manager. 

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. 
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4. MATERIAL ACCOUNTING POLICIES (continued) 

 

Fair value measurement 

 

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. 

 

A fair value measurement of a non-financial asset takes into account a market participant's ability to generate economic 

benefits from the asset’s highest and best use or by selling it to another market participant that would utilise the asset in 

its highest and best use. 

 

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. 

• 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 the 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 reporting year.  

 

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 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 12. 

 

Trade date accounting  

 

The Fund follows trade date accounting for all purchases and sales of financial assets (i.e. the date that the Fund commits 

to purchase or sell the assets).  

 

Cash and cash equivalents 

 

Cash and cash equivalent include accounts maintained with Banque Saudi Fransi (the “Bank”) and the Custodian. 
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4. MATERIAL ACCOUNTING POLICIES (continued) 

 

Provisions 
 

Provisions are recognised when the Fund has an obligation (legal or constructive) arising from a past event, and the 

costs to settle the obligation are both probable and can be measured reliably. If the effect of time value of money is 

material, provisions are discounted using a current pretax rate that reflects, where appropriate, the risk specific to the 

liability. When discounting is used, the increase in the provision due to passage of time is recognised as finance costs. 
 

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third 

party, a receivable is recognized as an asset if it is virtually certain that reimbursement will be received, and the 

amount of the receivable can be measured. 
 

Accrued expenses and other payables 
 

Liabilities are recognized for amounts to be paid in the future for goods or services received, whether billed by the 

suppliers or not. These are initially recognized at fair value and subsequently need to be recognized at amortized cost. 
 

The undiscounted value of all financial liabilities of the Fund at the reporting date approximate to their carrying values 

due to the fact that all are to be settled within one year from the reporting date, accordingly, the said liabilities are not 

recognised at amortized cost. 
 

Management fees 
 

Fund management fee is payable at an agreed rate with the Fund Manager. The Fund Manager will charge a 

management fee of 0.5% (Class A) and 0.75% (Class B) per annum plus applicable VAT on the net asset value 

accrued daily and paid on a monthly basis. 
 

Expenses  
 

Expenses are measured and recognized on an accrual basis in the accounting year in which they are incurred.  
 

Zakat and income tax 
 

Zakat and income tax at the Fund level is the obligation of the Unitholders and is not provided for in these financial 

statements.  
 

Equity value per unit 
 

Equity value per unit as disclosed in the statement of financial position is calculated by dividing the equity attributable 

to the Unitholders of the Fund by the number of units in issue at year end. 

5. CRITICAL ACCOUNTING ESTIMATES, JUDGMENTS AND ASSUMPTIONS 

 

The preparation of the financial statements requires the Fund Manager to make judgments, estimates and assumptions 

that affect the application of accounting policies and the reported amounts of assets, liabilities, income, and expenses. 

Actual results may differ from these estimates. Estimates and underlying assumptions are reviewed on an ongoing 

basis. Revisions to accounting estimates are recognised in the year in which the estimates are revised and in any future 

years affected.  
 

Judgments 
 

Going concern 
 

The Fund Manager 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 Fund Manager is not aware 

of any material uncertainties that may cast significant doubt on the Fund’s ability to continue as a going 

concern. Therefore, the financial statements continue to be prepared on a going concern basis. 

 

Classification of units as equity vs liability (Refer to Note 4 for accounting policy and measurement basis) 
 

Estimates 

Fair value measurement (Refer to Note 4 for accounting policy and measurement basis) 

Impairment of financial assets (Refer to Note 4 for accounting policy and measurement basis) 
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6. NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS 

 

New standards, interpretations and amendments adopted by the Fund 

 

The following new and revised International Financial Reporting Standards have been adopted, which became 

effective for annual periods beginning on or after 1 January 2023. The adoption of these new revised International 

Financial Reporting Standards has not had any material effect on the reported amounts for current and prior years. 

 

Standard, 

interpretation, 

amendments Description Effective date 

Disclosure of 

Accounting Policies – 

Amendments to IAS 1 

and IFRS Practice 

Statement 2 

The IASB amended IAS 1 Presentation of Financial Statements to 

require entities to disclose their material rather than their significant 

accounting policies. The amendments define what is ‘material 

accounting policy information’ (being information that, when 

considered together with other information included in an entity’s 

financial statements, can reasonably be expected to influence 

decisions that the primary users of general purpose financial 

statements make on the basis of those financial statements) and 

explain how to identify when accounting policy information is 

material. They further clarify that immaterial accounting policy 

information does not need to be disclosed. If it is disclosed, it should 

not obscure material accounting information. 

To support this amendment, the IASB also amended IFRS Practice 

Statement 2 Making Materiality Judgements to provide guidance on 

how to apply the concept of materiality to accounting policy 

disclosures. 

1 January 2023 

Definition of 

Accounting Estimates – 

Amendments to IAS 8 

The amendment to IAS 8 Accounting Policies, Changes in 

Accounting Estimates and Errors clarifies how companies should 

distinguish changes in accounting policies from changes in 

accounting estimates. The distinction is important, because changes 

in accounting estimates are applied prospectively to future 

transactions and other future events, whereas changes in accounting 

policies are generally applied retrospectively to past transactions and 

other past events as well as the current period. 

1 January 2023 

IFRS 17, ‘Insurance 

contracts’ 

This standard replaces IFRS 4, which permits a wide variety of 

practices in accounting for insurance contracts. 

1 January 2023 

Amendments to IAS 12 Deferred tax related to assets and liabilities arising from a single 

transaction – These amendments requires companies to recognise 

deferred tax on transactions that, on initial recognition, give rise to 

equal amounts of taxable and deductible temporary differences. 

1 January 2023 

Amendments to IAS 12 International tax reform - pillar two model rules - These amendments 

give companies temporary relief from accounting for deferred taxes 

arising from the Organisation for Economic Co-operation and 

Development’s (OECD) international tax reform. The amendments 

also introduce targeted disclosure requirements for affected 

companies. 

1 January 2023 
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6. NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS (continued) 

 

New standards, interpretations, and amendments not yet effective and not early adopted 

 

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. These amendments and 

standards are not expected to have any impact on the financial statements of the Fund. 

 

Standard, 

interpretation, 

amendments Description Effective date 

Amendment to IFRS 

16 – Leases on sale and 

leaseback 

These amendments include requirements for sale and leaseback 

transactions in IFRS 16 to explain how an entity accounts for a sale 

and leaseback after the date of the transaction. Sale and leaseback 

transactions where some or all the lease payments are variable lease 

payments that do not depend on an index or rate are most likely to be 

impacted. 

1 January 2024 

Amendments to IAS 7 

and IFRS 7 on Supplier 

finance arrangements 

These amendments require disclosures to enhance the transparency 

of supplier finance arrangements and their effects on a company’s 

liabilities, cash flows and exposure to liquidity risk. The disclosure 

requirements are the IASB’s response to investors’ concerns that 

some companies’ supplier finance arrangements are not sufficiently 

visible, hindering investors’ analysis. 

1 January 2024 

Amendment to IAS 1 – 

Non-current liabilities 

with covenants 

These amendments clarify how conditions with which an entity must 

comply within twelve months after the reporting period affect the 

classification of a liability. The amendments also aim to improve 

information an entity provides related to liabilities subject to these 

conditions. 

1 January 2024 

Amendments to IAS 21 

- Lack of 

Exchangeability 

An entity is impacted by the amendments when it has a transaction 

or an operation in a foreign currency that is not exchangeable into 

another currency at a measurement date for a specified purpose. A 

currency is exchangeable when there is an ability to obtain the other 

currency (with a normal administrative delay), and the transaction 

would take place through a market or exchange mechanism that 

creates enforceable rights and obligations. 

1 January 2025  

 

7. CASH AND CASH EQUIVALENTS 

 As at 31 

December  

2023 

As at 31 

December  

2022 

 SR SR 

   

Bank balances (see note below) 80,594 183,428 

Cash with custodian 562,288 3,920,536 

 642,882 4,103,964 

The bank balances represent the cash in a current account maintained with Banque Saudi Fransi (Note 10). 

The Fund Manager has conducted a review as required under IFRS 9 and based on such an assessment, the effect of 

expected credit loss (‘ECL’) allowance against the carrying value of cash and cash equivalents is insignificant as the 

balances are held with investment grade credit rated financial institutions and therefore no ECL has been recognised 

in these financial statements. 
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8. INVESTMENTS 

 

8.1 INVESTMENTS MEASURED AT FAIR VALUE THROUGH PROFIT OR LOSS (FVTPL) 

 

The carrying value of Sukuk is as follows: 

 As at 31 

December 2023 

SR 

As at 31 

December 2022 

SR 

Quoted   

Fixed rate  18,494,296  70,759,731  

Floating rate  14,215,627  24,214,464  

Total 32,709,923 94,974,195 

 

The composition of investments in Sukuk measured at FVTPL on the last valuation date is summarized below: 

 

 As at 31 December 2023 

Cost Market Value 

% of Market 

Value 

    

Corporate sukuk  33,084,242 32,709,923 100 

 33,084,242 32,709,923 100 
 

 As at 31 December 2022 

Cost Market Value 

% of Market 

Value 

    

Corporate sukuk 86,072,690 84,422,470 88.89 

Government sukuk 10,757,369 10,551,725 11.11 

 96,830,059 94,974,195 100.00 

 

These sukuk carry profit ranging from 3.95% to 7.5% (2022: 3.89% to 7.5%). 

 

The effect on the equity as a result of the change in the fair value of investments as at 31 December 2023 and 31 

December 2022 due to a reasonably possible change in market prices, with all other variables held constant, is as 

follows: 
 As at 31 December 2023 As at 31 December 2022 

 
Potential 

reasonable 

change % 

Effect on 

Equity 

SR 

Potential 

reasonable 

change % 

Effect on 

Equity 

SR 

     

Corporate bonds ±1% 327,099 ±1% 844,225 

Government bond ±1% - ±1% 105,517 

  327,099  949,742 
 

The loss recognised in the statement of comprehensive income is as follows: 
 

 

For the year 

ended 31 

December 2023 

SR 

For the period 

from  

8 April 2022 to  

31 December 

2022 

SR 

   

Realised loss on sale of investments measured at FVTPL, net (2,524,413) - 

Unrealised gain / (loss) on remeasurement of investments measured at 

FVTPL, net 1,481,545 (1,855,864) 

Net loss on investments measured at FVTPL (1,042,868) (1,855,864) 
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8. INVESTMENTS (continued) 

 

8.2 INVESTMENTS MEASURED AT AMORTISED COST  
 

Investments measured at amortised costs are comprised of the following: 

 31 December 

2023 

SR 

As at 31 

December 2022 

SR 

   

Money market placements (see note “a” below) 4,001,867 12,003,200 

Investment in Sukuk (see note “b” below) 33,179,165 30,148,125 

 37,181,032 42,151,325 

 

a.) Money market placements are composed of the following: 

 

As at 31 December 2023  

 

Remaining maturity 

% of 

Value 

Cost 

SR 

   

Up to 1 month 100 4,001,867 

 100 4,001,867 

 

 As at 31 December 2022  

 

Remaining maturity 

% of 

Value 

Cost 

SR 

   

Up to 1 month 100 12,003,200 

 100 12,003,200 

 

This placement carries profit at the rate of 5.6% (2022: 4.8). 

 

b.) The carrying value of Sukuk is as follows: 

 As at 31 

December 2023 

SR 

As at 31 

December 2022 

SR 

Unquoted   

Fixed rate 23,159,721  20,127,292 

Floating rate 10,019,444  10,020,833 

Total 33,179,165  30,148,125 
 

These sukuk carry profit ranging from 5% to 8.35% (2022: 5% to 6%). The fair value of the above investments in 

sukuk as at 31 December 2023 is SR 29.35 million (2022: SR 27.21 million). 

 

The composition of investment in sukuks by maturity as at each year-end is set out below. 

 
As at 31 

December 2023 

SR 

As at 31 

December 2022 

SR 

   

0-3 years 3,034,095 - 

Over 3 years 30,145,070 30,148,125 

   
 33,179,165 30,148,125 

 

The Fund Manager has conducted a review as required under IFRS 9. Based on the assessment, the Fund Manager 

believes that there is no need for any significant impairment loss against the carrying value of net investment measured 

at amortised cost at the reporting date. 
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9. SPECIAL COMMISSION INCOME 

 

For the year ended 

31 December 2023 

SR 

For the period 

from  

8 April 2022 to  

31 December 

2022 

SR 

   

Income from money market placements  1,867 3,200 

Income from investment in Sukuk 6,319,824 3,262,393 

 6,321,691 3,265,593 

 

10. TRANSACTIONS AND BALANCES 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. In considering each possible related party 

relationship, attention is directed to the substance of the relationship, not merely the legal form. 

 

Related parties include Saudi Fransi Capital Company (“the Fund Manager”), Banque Saudi Fransi (the Bank and the 

shareholder of the Fund Manager), the Fund Board, affiliates of the Fund Manager and the funds managed by the 

Fund Manager. 

 

In the ordinary course of its activities, the Fund transacts business with related parties.  

 

The Fund pays the Fund Manager a management fee calculated at an annual rate of 0.5% per annum for Class A 

Unitholders and 0.75% per annum for Class B Unitholders plus applicable taxes calculated on the total equity value 

on daily basis and paid on a monthly basis. The fee is intended to compensate the Fund Manager for the management 

and administration of the Fund.  

Related party transactions for the years ended and balances are as follows: 

 
  

Amount of 

transactions 

(expense) / income 

Balance 

Receivable / (payable) 

Name of 

related 

party 

Nature of 

transactions 

For the year 

ended 31 

December 2023  

SR 

For the period 

from 8 April to  

31 December  

2022 

SR 

As at 31 

December 

2023 

SR 

As at 31 

 December 

2022 

SR 

      

Saudi Fransi 

Capital 

Company 

Management fee (839,745) (1,148,844) (48,223) (97,637) 

Brokerage fee (3,623) (5,963) (1,423) (1,013) 

Board of 

Directors Annual remuneration 

(2,923) 

(2,691) (142) (1,253) 

Banque 

Saudi 

Fransi Bank balance  - 80,594 183,428 

 

The units in issue at 31 December 2023, include nil units (31 December 2022, include 31,018 units) held by the 

employees of Banque Saudi Fransi and Saudi Fransi Capital Company. 
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11. OTHER EXPENSES 

  

For the year 

ended 31 

December 2023 

For the period 

from 8 April 

2022 to 

31 December  

2022 

 Note SR SR 

    

Fund administrator fees  60,615 82,534 

Custody fees  49,855 51,383 

Audit fees  34,650 34,650 

Benchmark fees  45,473 26,712 

CMA fees  7,500 5,404 

Tadawul Registration fee  19,384 4,095 

Directors’ fee 10 2,923 2,691 

Other expenses  7,637 19,198 

  228,037 226,667 
 

12. FAIR VALUE OF FINANCIAL INSTRUMENTS 
 

The following table shows the carrying amount and fair values of financial assets and financial liabilities, including 

their levels in the fair value hierarchy for financial instruments measured at fair value. It does not include fair value 

information for financial assets and financial liabilities not measured at fair value as the carrying amount is a 

reasonable approximation of fair value except for the sukuk held at amortised cost for which the fair value is disclosed 

in note 8 to these financial statements. The fair value of investments measured at FVTPL is based on quoted prices 

in active markets and are therefore classified within Level 1. 
 

 

Carrying 

value Level 1 Level 2 Level 3 Total 

      

As at 31 December 2023      

Investments measured at FVTPL 32,709,923 32,709,923 - - 32,709,923 

      

As at 31 December 2022      

Investments measured at FVTPL 94,974,195 94,974,195 - - 94,974,195 
 

There were no transfers between Level 1 and Level 2 fair value measurements, and no transfers into or out of level 3 

fair value measurements. 
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13. MATURITY ANALYSIS OF ASSETS AND LIABILITIES 

 

The table presented below provides an analysis of assets and liabilities, categorized by their expected timelines for 

recovery or settlement. Additionally, the maturity dates listed correspond with the contractual maturities of these assets 

and liabilities. 

 

Within 12 

months 

SR 

After 12 

months 

SR 

Total 

SR 

As at 31 December 2023    

ASSETS    

Cash and cash equivalents 642,882 - 642,882 

Investments measured at fair value through profit or 

loss (FVTPL) 

32,709,923 - 32,709,923 

Investments measured at amortised cost - 37,181,032 37,181,032 

Other assets  29,580 - 29,580 

TOTAL ASSETS 33,382,385 37,181,032 70,563,417 

    

LIABILITIES    

Management fee payable 48,223 - 48,223 

Payable against units redeemed 5,068 - 5,068 

Accruals and other liabilities 64,940 - 64,940 

TOTAL LIABILITIES 118,231 - 118,231 

    

 

Within 12 

months 

SR 

After 12 

months 

SR 

Total 

SR 

As at 31 December 2022    

ASSETS    

Cash and cash equivalents 4,103,964 - 4,103,964 

Investments measured at fair value through profit or 

loss (FVTPL) 94,974,195 - 94,974,195 

Investments measured at amortised cost - 42,151,325 42,151,325 

Other assets  11,693 - 11,693 

TOTAL ASSETS 99,089,852 42,151,325 141,241,177 

    

LIABILITIES    

Management fee payable  97,637  -  97,637  

Accruals and other liabilities  60,299  -  60,299  

TOTAL LIABILITIES  157,936  -  157,936  

 

14. FINANCIAL AND RISK MANAGEMENT OBJECTIVES AND POLICIES 

 

Introduction 

 

The Fund’s objective in managing risk is the protection of Unitholder's value. Risk is inherent in the Fund’s activities 

and is managed through a process of ongoing risk identification, measurement, and monitoring. The process of risk 

management is critical to the Fund’s continuing profitability. The Fund is exposed to market risk (which includes 

foreign currency risk and equity price risk), credit risk and liquidity risk arising from the financial instruments it 

holds.  

 

Risk management 

 

The Fund Manager is primarily responsible for identifying and controlling risks.   

 

Risk measurement and reporting system 

 

Monitoring and controlling risks are primarily set up to be performed based on limits as specified in the Investment 

Fund Regulations. These limits reflect the business strategy and the market environment of the Fund. In addition, the 

Compliance Department of the Fund Manager monitors the exposures against the approved limits.  
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14. FINANCIAL AND RISK MANAGEMENT OBJECTIVES AND POLICIES (continued) 
 

Risk mitigation 
 

The Fund’s investment guidelines as specified in Terms and Conditions, Information memorandum and fact sheet set 

out its overall business strategies, its tolerance for risk and its general risk management philosophy. 

 

Concentration risk 
 

Concentration indicates the relative sensitivity of the Fund’s performance to developments affecting a particular 

industry or geographical location. Concentration of risk arises when a number of financial instruments or contracts 

are entered into with the same counterparty, or where a number of counterparties are engaged in similar business 

activities, or activities in the same geographical region, or have similar economic features that would cause their 

ability to meet contractual obligations to be similarly affected by changes in economic, political or other conditions. 

Concentrations of liquidity risk may arise from the repayment terms of financial liabilities, sources of borrowing 

facilities or reliance on a particular market in which to realise liquid assets. Concentrations of foreign exchange risk 

may arise if the Fund has a significant net open position in a single foreign currency, or aggregate net open positions 

in several currencies that tend to move together.  
 

In order to avoid excessive concentration of risk, the Fund’s policies and procedures include guidelines to focus on 

maintaining a diversified portfolio based on the recommendations of Investment Committee.  
 

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.  
 

The Fund Manager seeks to limit its credit risk by monitoring credit exposure, credit ratings and by dealing with 

reputed counterparties.  
 

The following table shows the Fund’s maximum exposure to credit risk for components of the statement of financial 

position. All of these financial assets are classifed at stage 1. 

 

As at 31 

December 2023 

SR 

As at 31 

December 2022 

SR 

Cash and cash equivalents  642,882 4,103,964 

Investments measured at amortised cost 37,181,032 42,151,325 

Other assets  29,580  11,693  

 37,853,494 46,266,982 
 

Market risk 
 

Market risk is the risk that changes in the market prices, such as foreign exchange rates, equity prices and interest 

rates, will affect the Fund’s income or cash flows. The objective of market risk management is to manage and control 

market risk exposures within acceptable parameters while optimizing the return.  

(i) Price risk 

Price risk is the risk that the value of financial instruments will fluctuate because of changes in market prices. Note 8 

to the financial statements analyses the impact on profit or loss due to 1% change in prices of its investment portfolio. 
 

(ii) Interest rate risk 
 

Interest rate risk is the risk that the value of the future cashflows of a financial instrument or fair value of fixed coupon 

financial instruments will fluctuate due to changes in the market interest rates. The Fund is subject to interest rate risk 

on its interest-bearing assets including investments held at amortised cost and investments held at FVTPL. The Fund 

does not account for any fixed rate interest bearing financial assets at fair value and therefore, a change in interest 

rates at the reporting date would not have any effect on the financial statements. The Fund is exposed to cashflow 

interest rate risk on the floating rate investments held at amortised cost. A hundred basis points change in interest rate 

keeping all other factors constant will increase/decrease the special commission income by SR 4,166 (2022: 

SR 4,166).  
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14. FINANCIAL AND RISK MANAGEMENT OBJECTIVES AND POLICIES (continued) 

 

(iii) Currency risk 

 

Currency risk is the risk that the value of a financial instrument may fluctuate due to changes in foreign exchange 

rates. The financial instruments of the Fund are mainly denominated in Saudi Arabian Riyals, however some of the 

investments held at amortised cost and FVTPL are denominated in United Arab Emirates Dirhams and Bahraini 

Dinar. Generally, there is no major fluctuation in the exchange rates between United Arab Emirates Dirhams, Bahraini 

Dinar and Saudi Arabian Riyals since the respective currencies has been pegged to United States Dollars. 

Accordingly, the Fund is not exposed to material currency risk for its financial assets and liabilities. 

 

Liquidity risk 

 

Liquidity risk is the risk that the Fund will encounter difficulty in releasing funds to meet commitments associated 

with financial liabilities that are settled by delivering cash or another financial asset. 

 

The Fund’s terms and conditions provide for the terms of subscriptions and redemptions of units, and it is, therefore, 

exposed to the liquidity risk of meeting Unitholder redemptions. The Fund’s securities are considered to be readily 

realizable as they are all listed on Tadawul. The Fund Manager monitors the liquidity requirements on a regular basis 

and seeks to ensure that sufficient funds are available to meet any commitments as they arise. 

 

In addition to the above, the Fund can utilize an overdraft facility offered by the Fund Manager to meet liquidity 

requirements. 

 

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. 

 

15. LAST VALUATION DAY 

 

The last valuation day for the purpose of preparation of these financial statements for the year ended was 31 December 

2023 (2022: 31 December 2022). 

 

16. INFORMATIVE ZAKAT RETURN SUBMISSION 

 

Article 3 of  Zakat Collection Rules for Investing in Investment Funds, stipulates that all investment funds or real 

estate investment funds approved to be established by the CMA after the effective date of the resolution (1 January 

2023), must register with ZATCA for Zakat purposes before the end of the first fiscal year from the date of the 

approval on their establishment and submit an informative zakat return within 120 days of fiscal year end. The Fund 

received its registration certificate no. 3119630522 from ZATCA on 6 Jumada Al-Akhirah 1445H (corresponding to 

19 December 2023). The Fund will submit the informative zakat return in due course. 

 

The responsibility of paying zakat on investment in the Fund's units remains with the unitholders and the Fund does 

not have the zakat obligation to the extent that the unitholders are considered Zakat payers as per the provisions of 

the Zakat by-laws. 

 

17. APPROVAL OF THE FINANCIAL STATEMENTS  

 

These financial statements were approved and authorised for issue by the Fund Board on 23 March 2024 

(corresponding to 13 Ramadhan 1445H). 


