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INDEPENDENT AUDITOR’S REPORT
TO THE UNITHOLDERS OF AL-MUBARAK USD TRADE FUND
(MANAGED BY ARAB NATIONAL INVESTMENT COMPANY)

Opinion
We have audited the financial statements of Al-Mubarak USD Trade Fund (the “Fund”) managed by
Arab National Investment Company (the “Fund Manager”), which comprise the statement of
financial position as at 31 December 2020, and the statement of comprehensive income,
statement of changes in equity attributable to the unitholders and statement of cash flows for the
year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Fund as at 31 December 2020, 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 that are
endorsed by the Saudi Organization for Certified Public Accountants.

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
are independent of the Fund in accordance with the professional code of conduct and ethics
endorsed in the Kingdom of Saudi Arabia that are relevant to our audit of the financial statements,
and we have fulfilled our other 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.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements
Management 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 that are endorsed by the Saudi
Organization for Certified Public Accountants 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 the Information Memorandum, and for such internal control as management
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, management 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 management either intends to liquidate the
Fund or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Fund’s financial reporting
process.
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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 the Fund’s internal control.

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

· Conclude on the appropriateness of management’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.
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STATEMENT OF FINANCIAL POSITION
As at 31 December 2020

Notes

31 December
2020
USD

31 December
2019
USD

ASSETS
Murabaha placements at amortized cost 7, 8 18,450,000 21,850,000
Accrued special commission income 21,683 95,271
Bank balance 7 2,744,602 7,000

──────── ────────
TOTAL ASSETS 21,216,285 21,952,271

════════ ════════
LIABILITIES
Management fees payable 12,418 11,581
Accrued expenses 6,307 5,622

──────── ────────
TOTAL LIABILITIES 18,725 17,203

──────── ────────

EQUITY ATTRIBUTABLE TO THE UNITHOLDERS
(TOTAL EQUITY) 21,197,560 21,935,068

──────── ────────
TOTAL LIABILITIES AND EQUITY 21,216,285 21,952,271

════════ ════════

Redeemable units in issue 1,102,115 1,149,536
════════ ════════

Net asset value attributable to each unit 19.23 19.08
════════ ════════
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STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2020

Note
2020
USD

2019
USD

INCOME
Special commission income 244,409 558,912

──────── ────────
TOTAL INCOME 244,409 558,912

──────── ────────
EXPENSES
Management fees 9 (43,362) (43,811)
Other expenses 9 (29,251) (24,452)

───────── ─────────
TOTAL EXPENSES (72,613) (68,263)

───────── ─────────
NET INCOME FOR THE YEAR 171,796 490,649

OTHER COMPREHENSIVE INCOME - -
───────── ─────────

TOTAL COMPREHENSIVE INCOME FOR THE YEAR 171,796 490,649
════════ ════════
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STATEMENT OF CHANGES IN EQUITY ATTRIBUTABLE TO THE UNITHOLDERS
For the year ended 31 December 2020

2020
USD

2019
USD

EQUITY ATTRIBUTABLE TO THE UNITHOLDERS AT THE BEGINNING
OF THE YEAR 21,935,068 21,905,409

───────── ─────────
NET INCOME FOR THE YEAR 171,796 490,649
OTHER COMPREHENSIVE INCOME FOR THE YEAR - -

───────── ─────────
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 171,796 490,649

ISSUANCE AND REDEMPTIONS OF UNITS
Issuance of units during the year 139,333 65,333
Redemptions of units during the year (1,048,637) (526,323)

───────── ─────────
Net changes in units (909,304) (460,990)

───────── ─────────
EQUITY ATTRIBUTABLE TO THE UNITHOLDERS AT THE END OF
THE YEAR 21,197,560 21,935,068

═════════ ═════════

REDEEMABLE UNIT TRANSACTIONS

Transactions in redeemable units made for the year ended 31 December are summarized as follows:

2020
Units

2019
Units

UNITS AT THE BEGINNING OF THE YEAR 1,149,536 1,173,982
──────── ────────

Issuance of units during the year 7,269 3,466
Redemptions of units during the year (54,690) (27,912)

──────── ────────
Net changes in units (47,421) (24,446)

──────── ────────
UNITS AT THE END OF THE YEAR 1,102,115 1,149,536

════════ ════════
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STATEMENT OF CASH FLOWS
For the year ended 31 December 2020

Note
2020
USD

2019
USD

OPERATING ACTIVITIES
Net income for the year 171,796 490,649

Changes in operating assets and liabilities:
Murabaha placements at amortized cost 1,100,000 (1,100,000)
Accrued special commission income 73,588 15,948
Accrued expenses and management fees 1,522 (13,463)

──────── ────────
Net cash from (used in) operating activities 1,346,906 (606,866)

──────── ────────
FINANCING ACTIVITIES
Proceeds from issuances of units 139,333 65,333
Payment on redemption of units (1,048,637) (526,323)

──────── ────────
Net cash used in financing activities (909,304) (460,990)

──────── ────────
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 437,602 (1,067,856)

Cash and cash equivalents at the beginning of year 3,207,000 4,274,856
──────── ────────

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 7 3,644,602 3,207,000
════════ ════════
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1. GENERAL

Al-Mubarak USD Trade Fund (the “Fund”) is an open-ended fund. The investment objective of the fund is to provide
capital preservation and short-term capital growth, through investment in Shariah-compliant conservative transactions.
The Fund was established on 19 Rajab 1414H (corresponding to 1 January 1994) by Arab National Bank (the “Bank”).
The address of the Fund Manager is Arab National Investment Company, P.O. Box 220009, Riyadh 11311, Kingdom of
Saudi Arabia.

In accordance with the Capital Market Authority’s (CMA) decision No. 1-83-2005 dated 21 Jumada Awal 1426H
(corresponding to 28 June 2005) issued by the CMA Board in connection with the regulations relating to Authorised
Persons, the Bank has transferred its asset management operations to Arab National Investment Company (“the Fund
Manager”), a wholly owned subsidiary of the Bank, effective 1 January 2008.

The Fund has appointed AlBilad Investment Company (the “Custodian”) to act as its custodian and registrar. The fees of the
custodian and registrar’s services are paid by the Fund.

The Fund Manager is responsible for the overall management of the Fund's activities. The Fund Manager can also enter into
arrangements with other institutions for the provision of investment, custody or other administrative services on behalf of the
Fund.

2. REGULATING AUTHORITY

The Fund is governed by the Investment Fund Regulations (the “Regulations”) issued by the CMA on 3 Dhul Hijja 1427H
(corresponding to 24 December 2006), and effective from 6 Safar 1438H (corresponding 6 November 2016) by the New
Investment Fund Regulations (“Amended Regulations”) published by the Capital Market Authority on 16 Sha’aban 1437H
(corresponding to 23 May 2016), detailing requirements for all funds within the Kingdom of Saudi Arabia.

3. BASIS OF PREPARATION AND CHANGES TO ACCOUNTING POLICIES

These financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”)
as issued by the International Accounting Standards Board (“IASB”), as endorsed in the Kingdom of Saudi Arabia and
other standards and pronouncements issued by the Saudi Organization for Certified Public Accountants (“SOCPA”)
(collectively referred to as “IFRS as endorsed in the KSA”).

These financial statements have been prepared on a historical cost basis using the accruals basis of accounting and the
going concern concept.

These financial statements are presented in US Dollar (“USD”), which is the functional currency of the Fund, and all
values are rounded to the nearest one US Dollar, except where otherwise indicated.

4. SIGNIFICANT ACCOUNTING POLICIES

The following are the significant accounting policies applied by the Fund in preparing its financial statements:

4.1 Financial instruments

(i) Classification
In accordance with IFRS 9, the Fund classifies its financial assets and financial liabilities at initial recognition into the
categories of financial assets and financial liabilities discussed below.

In applying that classification, a financial asset or financial liability 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

c) It is a derivative (except for a derivative that is a financial guarantee contract or a designated and effective hedging
instrument)
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.1 Financial instruments (Continued)

Financial assets

The Fund classifies its financial assets as subsequently measured at amortised cost or measured at fair value through profit
or loss on the basis of both:

Ø The entity's business model for managing the financial assets
Ø The contractual cash flow characteristics of the financial asset

· Financial assets measured at amortised cost
A debt instrument is measured at amortised cost if it is held within a business model whose objective is to hold
fmancial assets in order to collect contractual cash flows and its contractual terms give rise on specified dates to
cash flows that are solely payments of principal and interest on the principal amount outstanding.

· Financial assets measured at fair value through profit or loss (FVTPL)
A financial asset is measured at fair value through profit or loss if:

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

ii. 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; or

iii. At initial recognition, it is irrevocably designated as measured at FVTPL when doing so eliminates
or significantly reduces a measurement or recognition inconsistency that would otherwise arise from
measuring assets or liabilities or recognising the gains and losses on them on different bases.

· The Fund investments includes investment in mutual fund instruments which are acquired principally for the
purpose of generating a profit from short-term fluctuations in price.

Financial liabilities

· Financial liabilities measured at fair value through profit or loss (FVTPL)
A financial liability is measured at FVTPL if it meets the definition of held for trading. The Fund does not hold
any financial liabilities measured at FVTPL.

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

(ii) Recognition
The Fund recognises a financial asset or a financial liability when it 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 market place (regular way trades) are recognised on the trade date, i.e., the date that the
Fund commits to purchase or sell the asset.

(iii) Initial measurement
Financial assets and financial liabilities at FVTPL are recorded in the statement of financial position at fair value. All
transaction costs for such instruments are recognised directly in profit or loss.

Financial assets and liabilities (other than those classified as at FVTPL) are measured initially at their fair value including
any directly attributable incremental costs of acquisition or issue.
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4. SIGNIFICANT ACCOUNTING POLICIES (continued)

4.1 Financial instruments (continued)

(iv) Subsequent measurement
After initial measurement, the Fund measures financial instruments which are classified as at FVTPL, at fair value.
Subsequent changes in the fair value of those financial instruments are recorded in net gain or loss on financial assets and
liabilities at FVTPL in the statement of comprehensive income. Interest and dividends earned or paid on these instruments
are recorded separately in interest income or expense and dividend income or expense in the statement of comprehensive
income.

(v) Derecognition of financial instruments
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.

The Fund derecognises a financial liability when the obligation under the liability is discharged, cancelled or expired.

(vi) Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount is reported in the statement of fmancial 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.

(vii) 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 the ECLs that result 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.

4.2 Trade date accounting
All regular way purchases and sales of financial assets are recognized / derecognized on the trade date (i.e. the date that
the Fund commits to purchase or sell the assets). Regular way purchases or sales are purchases or sales of financial assets
that require settlement of assets within the time frame generally established by regulation or convention in the market
place.

4.3 Cash and cash equivalents
Cash and cash equivalents in the statement of financial position comprise cash on hand and short-term deposits in banks
that are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in value,
with original maturities of three months or less.

Short-term investments that are not held for the purpose of meeting short-term cash commitments and restricted margin
accounts are not considered as ‘cash and cash equivalents.

For the purpose of the statement of cash flows, cash and cash equivalents consists of cash and cash equivalents as defined
above, net of outstanding bank overdrafts when applicable.
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4. SIGNIFICANT ACCOUNTING POLICIES (continued)

4.4 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.

4.5 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.

4.6 Zakat and income tax
Under the current system of taxation in the Kingdom of Saudi Arabia the Fund is not liable to pay any zakat or income tax as
they are considered to be the obligation of the Unitholders and as such, these are not provided in the financial statements.

4.7 Redeemable Units
Redeemable units are classified as equity instruments when:

- The redeemable units entitle the holder 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 holder’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 shares 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 shareholders

4.7 Redeemable Units (continued)
The Fund continuously assesses the classification of the redeemable shares. If the redeemable shares 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. If the redeemable shares 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 shares 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.

The capital of the Fund is USD 11,021,150 (31 December 2019: USD 11,495,360) divided into 1,102,115 (31 December
2019: 1,149,536) participating units of USD 10 par value. All issued participating units are fully paid. The Fund’s capital
is represented by these participating units and are classified as equity instruments. The units are entitled to payment of a
proportionate share of the Fund’s net asset value upon winding up of the Fund.
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4. SIGNIFICANT ACCOUNTING POLICIES (continued)

4.8 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.

4.9 Net assets value per unit
Net assets value per unit as disclosed in the statement of financial position is calculated by dividing the net assets of the
Fund by the number of units outstanding at year end.

4.10 Dividend income
Dividend income is recognised in statement of comprehensive income on the date on which the right to receive the
payment for dividend is established. For quoted equity securities, this is usually the ex-dividend date. Dividend income
from equity securities designated as at FVTPL is recognised in statement of comprehensive income in a separate line
item.

4.11 Net gain or loss on financial assets at fair value through profit or loss (“FVTPL”)
Net gains or losses on financial assets and liabilities at FVTPL are changes in the fair value of financial assets and
liabilities held for trading or designated upon initial recognition as at FVTPL and exclude special commission and
dividend income and expenses.

Unrealised gains and losses comprise changes in the fair value of financial instruments for the year and from reversal of
the prior year’s unrealised gains and losses for financial instruments, which were realised in the reporting period. Realised
gains and losses on disposals of financial instruments classified as at FVTPL are calculated using the weighted average
cost method. They represent the difference between an instrument’s initial carrying amount and disposal amount, or cash
payments or receipts made on derivative contracts (excluding payments or receipts on collateral margin accounts for such
instruments).

4.12 Management fees
Fund management fees are recognised on accrual basis and charged to the statement of comprehensive income. Fund
management fee is charged at agreed rates with the Fund Manager and as stated in the terms and conditions of the Fund.

4.13 Fair value of financial instruments
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. 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
· Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value measurement is

unobservable.
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4. SIGNIFICANT ACCOUNTING POLICIES (continued)

4.13 Fair value of financial instruments  (continued)

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
10.

4.14 Foreign currency translation
Transactions in foreign currencies are translated into USD at the exchange rate at the dates of the transactions. Foreign
exchange gains and losses arising from translations are included in the statement of comprehensive income.

Monetary assets and liabilities denominated in foreign currencies are retranslated into USD at the exchange rate at the
reporting date.

Foreign currency differences arising on retranslation are recognised in the statement of comprehensive income as net foreign
exchange losses, except for those arising on financial instruments at FVTPL, which are recognised as a component of net
gain from financial instruments at FVTPL.

5. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of financial statements in conformity with IFRS as endorsed in the KSA requires the use of certain critical
accounting judgements, estimates and assumptions that affect the reported amounts of assets and liabilities. It also requires
management to exercise its judgment in the process of applying the Funds’ accounting policies. Such judgements, estimates
and assumptions are continually evaluated and are based on historical experience and other factors, including obtaining
professional advices and expectations of future events that are believed to be reasonable under the circumstances. Estimates
and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are recognised prospectively.
Significant areas where management has used estimates, assumptions or exercised judgement are as follows:

Measurement of the expected credit loss allowance
The measurement of the expected credit loss allowance for financial assets measured at amortised cost is an area that
requires the use of complex models and significant assumptions about future economic conditions and credit behaviour.

Going concern
The Board of Directors in conjunction with the Fund Manager made an assessment of the Fund’s ability to continue as a
going concern and are satisfied that the Fund has the resources to continue in business for the foreseeable future.
Furthermore, they are not aware of any material uncertainties that may cast significant doubt upon the Fund’s ability to
continue as a going concern. Therefore, the financial statements continue to be prepared on the going concern basis.

6A. NEW STANDARDS ADOPTED DURING THE YEAR

There are several amendments and interpretations apply for the first time in 2020, but do not have an impact on the financial
statements of the Fund.

Amendments to IFRS 7, IFRS 9 and IAS 39: Interest Rate Benchmark Reform
The amendments to IFRS 9 and IAS 39 Financial Instruments: Recognition and Measurement provide a number of reliefs,
which apply to all hedging relationships that are directly affected by interest rate benchmark reform. A hedging relationship
is affected if the reform gives rise to uncertainties about the timing and or amount of benchmark-based cash flows of the
hedged item or the hedging instrument. The amendments do not have any impact on the financial statements of the Fund.
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5. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (continued)

6A. NEW STANDARDS ADOPTED DURING THE YEAR  (continued)

Amendments to IAS 1 and IAS 8: Definition of Material
The amendments provide a new definition of material that states, “information is material if omitting, misstating or obscuring
it could reasonably be expected to influence decisions that the primary users of general-purpose financial statements make
on the basis of those financial statements, which provide financial information about a specific reporting entity.” The
amendments clarify that materiality will depend on the nature or magnitude of information, either individually or in
combination with other information, in the context of the financial statements. A misstatement of information is material if it
could reasonably be expected to influence decisions made by the primary users. These amendments had no impact on the
financial statements of, nor is there expected to be any future impact to the Fund.

Conceptual Framework for Financial Reporting issued on 29 March 2018
The Conceptual Framework is not a standard, and none of the concepts contained therein override the concepts or
requirements in any standard. The purpose of the Conceptual Framework is to assist the IASB in developing standards, to
help preparers develop consistent accounting policies where there is no applicable standard in place and to assist all parties
to understand and interpret the standards. This will affect those entities which developed their accounting policies based on
the Conceptual Framework. The revised Conceptual Framework includes some new concepts, updated definitions and
recognition criteria for assets and liabilities and clarifies some important concepts. These amendments had no impact on the
financial statements of the Fund.

6B. STANDARDS ISSUED BUT NOT YET EFFECTIVE

There are several standards and interpretations that are issued, but not yet effective, up to the date of issuance of the Fund’s
financial statements

· IFRS 17 Insurance Contracts
· Amendments to IAS 1: Classification of Liabilities as Current or Non-current
· Reference to the Conceptual Framework – Amendments to IFRS 3
· Property, Plant and Equipment: Proceeds before Intended Use – Amendments to IAS 16
· Onerous Contracts – Costs of Fulfilling a Contract – Amendments to IAS 37
· IFRS 1 First-time Adoption of International Financial Reporting Standards – Subsidiary as a first-time adopter
· IFRS 9 Financial Instruments – Fees in the ’10 per cent’ test for derecognition of financial liabilities
· IAS 41 Agriculture – Taxation in fair value measurements

7. CASH AND CASH EQUIVALENTS

31 December 2020
USD

31 December 2019
USD

Bank balance 2,744,602 7,000
Murabaha placements with an original maturity of three months or less 900,000 3,200,000

───────── ─────────
Total cash and cash equivalents 3,644,602 3,207,000

═════════ ═════════

8. MURABAHA PLACEMENTS AT AMORTIZED COST

Murabaha placements are an Islamic mode of money market placements with counterparties in Saudi Arabia and the rest of
the Middle East.

The investment in Murabaha placements at amortized cost is subject to an impairment assessment based on the expected
credit loss (ECL) model as per IFRS 9. The management has assessed that the provision under the ECL model is not
significant.
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9. TRANSACTIONS WITH RELATED PARTIES

Management fees and other transactions

The Fund pays a management fee at the maximum rate of 0.20% per annum calculated based on the total net asset value
at each valuation date. In addition, the Fund Manager is also entitled to charge other fees at a maximum rate of 0.50% per
annum calculated based on the total net asset value at each valuation date to meet expenses of the Fund.

The management fees amounting to USD 43,362 (2019: USD 43,811) and other fees amounting to USD 29,251 (2019:
USD 24,452) reflected in the statement of comprehensive income, represent the fees charged by the Fund Manager during
the year as described above.

The accrued management and other fees payable to the Fund Manager at the year-end are disclosed in the statement of
financial position. The Bank (parent of the Fund Manager) acts as the Fund’s banker. During the year, the Fund has earned
special commission amounting to USD 27,537 (2019: USD 15,768) on the Murabaha placements made with the bank.

10. FAIR VALUE OF FINANCIAL INSTRUMENTS

The fund’s financial assets consist of bank balances, financial assets measured at amortised cost. The Fund’s financial
liabilities consist of management fee. Management believes that the fair value of all financial assets and liabilities at the
reporting date approximate their carrying values owing to the fact that these are readily liquid. 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.

The Fund’s management assessed that the fair value of bank balances, short-term Murabaha placements and accrued
special commission income approximate their carrying amounts largely due to the short-term maturities of these
instruments.

Murabaha placements are evaluated by the Fund based on parameters such as commission rates, specific country risk
factors, and individual creditworthiness of the counterparties. Based on this evaluation, allowances are taken into account
for the expected losses of the Murabaha placements. The expected credit losses of the Murabaha placements as at 31
December 2020 and 31 December 2019 was assessed by Fund’s management to be insignificant.

11. FINANCIAL ASSETS AND FINANCIAL LIABILITIES

Set out below is an overview of the financial assets, other than the bank balances, held by the Fund as at 31 December
2020 and 31 December 2019.

31 December
2020
USD

31 December
2019
USD

Financial assets at amortized cost
Murabaha placements at amortized cost 18,450,000 21,850,000
Accrued special commission income 21,683 95,271

───────── ─────────
Total financial assets 18,471,683 21,945,271

═════════ ═════════

Set out below is an overview of the financial liabilities held by the Fund as at 31 December 2020 and 31 December 2019.

31 December
2020
USD

31 December
2019
USD

Financial liabilities at amortised cost
Management fees 12,418 11,581
Accrued expenses 6,307 5,622

───────── ─────────
Total financial liabilities 18,725 17,203

═════════ ═════════
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12. FINANCIAL RISK AND MANAGEMENT OBJECTIVES AND POLICIES

The Fund’s principal financial liabilities are accrued expenses.

The Fund also has financial assets in the form of cash and cash equivalents, and other current assets which are integral and
directly derived out of its regular business.

The Fund’s financial operations are exposed to following risks.

Credit risk
Credit risk refers to the risk that a party to a financial instrument will default on its contractual obligations resulting in
financial loss to the Fund. The Fund has adopted a policy of only dealing with creditworthy counterparties, for whom the
credit risk is assessed to be low. The Fund attempts to control credit risk by monitoring credit exposures, limiting
transactions with specific non-related counterparties, and continually assessing the creditworthiness of such non-related
counterparties. The Fund maintains bank accounts and Murabaha placements with high credit rated financial institutions.

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

31 December
2020
USD

31 December
2019
USD

Murabaha placements at amortized cost 18,450,000 21,850,000
Accrued special commission income 21,683 95,271
Cash and cash equivalents 2,744,602 7,000

───────── ─────────
21,216,285 21,952,271

═════════ ═════════

The management has conducted an assessment as required under IFRS 9 and based on such an assessment, the management
believes that there is no need for any significant impairment loss to be recognised against the carrying value of cash and
cash equivalents and Murabaha placements.

Liquidity risk
Liquidity risk is the risk that the Fund will encounter difficulty in releasing funds to meet commitments associated with
financial liabilities. Liquidity risk may result from an inability to sell a financial asset quickly at an amount close to its fair
value.

The Fund’s terms and conditions provide for redemptions of units twice a week and it is, therefore, exposed to the liquidity
risk of meeting Unit holders redemptions. The Fund’s cash and cash equivalent are considered to be readily realisable and
adequate to cover short term redemption requirements. The Fund Manager monitors liquidity requirements on a regular
basis and seeks to ensure that sufficient funds are available including bank facilities to meet commitments as they arise.

Currency risk
Currency risk is the risk that the value of financial instruments will fluctuate due to changes in foreign exchange rates.
The Fund does not have any significant exposure to currency risk as all its significant monetary assets and monetary
liabilities are denominated in US Dollars’. The Fund did not undertake significant transactions in currencies other than US
dollars during the year and Saudi Riyals are pegged to the US dollar.

Special commission rate risk
Special commission rate risk is the risk that the value of financial instruments will fluctuate due to changes in the market
rates. The Fund does not have any floating interest rate bearing financial assets or liabilities as at
31 December 2020 and is not exposed to significant special commission rate risk.
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13. MATURITY ANALYSIS OF ASSETS AND LIABILITIES

The table below shows an analysis of assets and liabilities according to when they are expected to be recovered or settled
respectively:

As at 31 December 2020
Within

3 months 3 months to 1 year
Total

USD USD USD

ASSETS
Murabaha placements at amortized cost 900,000 17,550,000 18,450,000
Accrued special commission income 21,683 - 21,683
Cash and cash equivalents 2,744,602 - 2,744,602

───────── ───────── ─────────
TOTAL ASSETS 20,316,285 900,000 21,216,285

───────── ───────── ─────────
LIABILITIES
Management fees payable - - -
Accrued expenses 18,724 - 18,724

───────── ───────── ─────────
TOTAL LIABILITIES 18,724 - 18,724

═════════ ═════════ ═════════

As at 31 December 2019
Within

3 months 3 months to 1 year
Total

USD USD USD

ASSETS
Murabaha placements at amortized cost 3,200,000 18,650,000 21,850,000
Accrued special commission income 95,271 - 95,271
Cash and cash equivalents 7,000 - 7,000

───────── ───────── ─────────
TOTAL ASSETS 3,302,271 18,650,000 21,952,271

───────── ───────── ─────────
LIABILITIES
Management fees payable 11,581 - 11,581
Accrued expenses 5,622 - 5,622

───────── ───────── ─────────
TOTAL LIABILITIES 17,203 - 17,203

═════════ ═════════ ═════════

14. LAST VALUATION DAY

The last valuation day of the year was 31 December 2020 (2019: 31 December 2019).
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15. IMPACT OF COVID-19

During March 2020, the World Health Organisation (“WHO”) declared the Coronavirus (“COVID-19”) outbreak as a
pandemic in recognition of its rapid spread across the globe. This outbreak has also affected the GCC region including the
Kingdom of Saudi Arabia. Governments all over the world took steps to contain the spread of the virus. Saudi Arabia in
particular has implemented closure of borders, released social distancing guidelines and enforced country wide lockdowns
and curfews.

In response to the rapid spread of the virus and the resulting disruption of some social and economic activities and business
continuity, the Fund Manager has taken a series of preventive and precautionary measures, including activating of remote
work to ensure the safety of its employees and their families.

As of the date of financial statements for the year period ended 31 December 2020, the Fund’s operations and financial
results have witnessed impact due to the COVID-19 outbreak mainly as result of decline in the Fund’s investments’ fair
values in line with unit price declining trend. The impact of the pandemic on the Fund’s operations and financial results
till the date of the financial statements has been reflected in the net assets value and investments value. These developments
could further impact our future financial results, cash flows and financial condition and the Fund Manager will continue
to assess the nature and extent of the impact on its business and financial results.

16. APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the Fund’s Board of Directors on 18 Sha’ban 1442H (corresponding to 31 March
2021.


