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AlAhli Saudi Small and Mid-Cap Equity Fund

Investment Fund Information

Investment Objective

AlAhli Saudi Small and Mid-Cap Equity Fund investment
objective is to generate long-term capital growth through
investing primarily in Saudi small and mid-Cap companies in
the Saudi equity market in accordance with the Sharia
guidelines issued by the Sharia Board.

Investment Policies

The fund invests primarily in sharia compliant Saudi small and
mid-cap companies listed in the Saudi equity market including
IPOs and right issues, and ETFs authorized by Capital Market
Authority. In addition, the Fund may invest in real estate
investment traded funds and shares of companies listed on
the Saudi parallel market (Nomu), including IPOs and right
issues. The fund may also invest in mutual funds that invest in
Saudi or GCC markets.

Distribution of Income & Gain Policy

Income and dividends will be reinvested in the Fund. No
income or dividends will be distributed to Unitholders.

- The fund’s reports are available upon request free of
charge.
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Fund Performance Byl £
Fund performance for the last three years: 3B a1 S Ol i) Gguinall el
Year 2020 2019 2018 VO |

Net Assets value (NAV)* 109,748,489.51 79,506,818 61,712,412 *J g0l dod ‘;;Lp
NAV per Unit* 2.30 1.88 1.46 *Bu=g JSU Jguodl dasd JLo
Highest NAV per Unit * 2.31 1.88 1.75 *Bu>g yaw sl
Lowest NAV per Unit * 1.46 1.46 1.35 *Bu>g yaw J8I
Number of Units 47,811,107 42,266,167 42,163,594 Glusgll due
Income Distribution per Unit - - - By JSU dejgall ZLyYI
Fees & Expense Ratio %2.26 %2.17 %2.15 Oy paelly pgeyl duud Jlo]
*In Saudi Riyal S3gaudl JUyJL*
Total return compared to the benchmark: 5elb ylie Gadiuall Jlaz Yl sl
Period 5 Years — Olgiw 5 3 Years -Olgiw 3 1 Year - & 8 Al
Fund Return % 9.19 16.55 22.03 % Byduall Lile
Benchmark Return % 6.65 10.14 17.20 % s—ivgall Lo
Annual total return for the fund last 10 years: rduplell Gighuw Aall Godivall gl Jloz Yl wilall
Year 2020 2019 2018 2017 2016 2015 2014 2013 2012 2011 Ldl
Return % 22.03 28.52 0.96 -4.42 2.59 -23.29 16.30 36.63 18.57 5.34 % JSlaJI
Benchmark % 17.2 22.92 -7.26 0.10 3.19 -22.04 7.72 36.58 24.67 7.61 % gl
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Actual fees and fund expenses paid by the investment fund
during the year as a percentage of average Net Asset Value:
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Jgol desd S bwgie o digie ddS pladl Hlde

) HEP RV
Fees and Expenses S‘ilfR) :(';‘0 % giall duuud! OB paclly pgusyll
Management Fee Expense 1,613 1.85 8)loY! pguny
VAT on Management Fee 171 0.28 5V p gy Je d8Laall dandll du o
Audit Fee Expense 38 0.03 B9duall Oblus daxlye
Fund Administration 16 0.01 oyl wldanl!
CMA Fee 8 0.01 Al Bgud! dip
Tadawul Fee 5 0.00 Jylus
Custody Fees 33 0.03 Lrasll pgu)
Shariah Audit Fee Expense 31 0.03 e il dazlyoll
Fund Board Fee Expense 24 0.02 Boliuall 8)l3] (o
Dealing Fees 85.34 0.00 Joladl p gy
Total Fees and Expenses 2,024 2.26 ybaslly pgwyl g gexe

Material Changes

Crude oil prices (Brent) averaged USD 43/bbl during 2020,
down 33% from 2019 levels on average basis, and
exhibited extremely volatile trends during the year on two
counts, namely (1) collapse and subsequent restoration of
OPEC plus arrangements and (2) COVID-19 related lock-
down implications. The range of daily oil prices was
unusually wide, with a low of USD 19/bbl and a high of
USD 69/bbl witnessed during the year. The prices saw a
27% QoQ increase during the last quarter of the year and
closed the year with an overall decline of 22% from 2019
closing levels.

The Saudi market continued on its induction path into two
premier international indices, FTSE EM and MSCI EM
during the year under review. Net foreign inflows of
nearly USD 4.7 bln in 2020 took overall foreign ownership
to USD 45 bln at Tadawul (excluding strategic interests).
The Saudi government came up with fairly calculated and
efficient relief measures to avert negative implications of

COVID-19. Despite capacity constraints, the government
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offered sizeable stimulus of up to 5% of GDP.

- The Kingdom’s economic performance during FY20 was
negative owing to COVID-19 related global slowdown.
Fiscal deficit increased to nearly 12% of GDP whereas oil
output stayed at 9.2 mn bbl/d, approximately 6% lower
YoY. The Kingdom’s PMI recorded a 26-month low of 42 in
Mar-20. However, activity reported a swift recovery since
the easing of lockdowns, with PMI recovering to near
2019-high levels of 57 by Dec-20.

- Nearly 225 bp drop in US Fed Target Rate to a bottom-
level of 0.25% by Mar-20 from Sep-19 peak, and a
consequent 70%+ decline in SAIBOR from 2019 peak
created substantial interest in equities investing. Tadawul
reported 1.4 times YoY jump in average daily traded value
during 2020 to USD 2.2 blin, recording a 15-year high
ADVT.

- The 2021 budget has a clear focus on shifting the onus of
the development spending to the private sector, with the
government rationalizing overall spending via seeking
productivity gains and introducing various efficiency
measures in the ministries. Furthermore, the government
will continue its focus on decreasing dependency on oil

revenues.

Exercising of voting rights
The Fund Manager has exercised voting rights, for more
details kindly refer to the “Exercising of voting right Annex”.
Fund Board Annual Report

The Board of Directors consists of the following members,
who were appointed by the fund manager and approved by
the Capital Market Authority:
Mohammed Al-Ali
Mohammed AlSaggaf

Chairman (Non-independent)
Non-independent member
Asem AlHomaidi Independent member
Mohammed AlOyaidi Independent member

The Fund's Board of Directors held three meetings during
2020. The following is a summary of the key decisions
approved and the matters discussed by the Fund’s Board of
Directors:

- Fund’s objectives achievement and performance review

- Risks related to the funds; including: liquidity, market,
operational risks.

- Ensuring fund’s compliance to all applicable rules and
regulations.
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Fund Manager

NCB Capital Company, Saudi Arabia

Tower B, King Saud Road, P.O. Box 22216, Riyadh 11495
Tel: +966 920000232

Website: www.alahlicapital.com

Sub-Manager / Investment Adviser
None

Investment Activities

Due to the spread of COVID-19, future earnings visibility was
limited. As a result, the fund manager sought to increase the
cash level till better earnings outlook is clearer. The fund
benefited from pandemic related beneficiary sectors such as
Food, Healthcare and telecommunication.

Performance
Fund Performance 22.03%
Benchmark Performance 17.20%

The fund outperformed the benchmark by 483 bps.

Terms & Conditions and information memorandum Material
Changes

There are no changes in the terms and condition, and

Information Memorandum.

Investments in other Investment Funds

The fund has an investment in the following funds:
— AlAhli Freestyle Saudi Equity Fund

Special Commission
No special commissions were received during the period
Conflict of Interests

- Participating in the Initial Public Offering of Bindawood
Holding Company whereas AlAhli Capital is the IPO manager.
The fund board approval was obtained.

- Participating in the Initial Public Offering of Amlak
International for Real Estate Finance whereas AlAhli Capital is
the IPO manager. The fund board approval was obtained.

Fund Distribution During The Year
None

Incorrect Valuation or Pricing
None

Investment Limitation Breaches

There were no breaches to any of the Investment Restrictions,
limitations and borrowing powers applicable to IFR.

Custodian

AlBilad Capital

King Fahad Road, P.O. Box 140, Riyadh 11411, Saudi Arabia
Tel: +966 92000 3636

Website: www.albilad-capital.com
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Custodian’s duties and responsibilities

-The custodian shall be held responsible for compliance with
investment funds Regulations whether he performed his
duties directly or delegated to any third party. The custodian
shall be held responsible to the fund manager and unitholder
for any losses caused to the investment fund due to the
custodian fraud, negligence, misconduct or willful default.

- The custodian shall be responsible for taking custody and
protecting the fund's assets on behalf of unitholders, and
taking all necessary administrative measures in relation to the
custody of the fund's assets.

- The Fund Manager acknowledges that the responsibilities
vested in the custodian does not include ensuring the fund
manager's compliance with the contents of subparagraphs
(a,b,c) of paragraph (d-3) of annex 5 of the Investment Funds
Regulations “IFR”.

Fund Manager Opinion

- Units were Issued, transferred and redeemed in accordance
with the provision of the IFR and fund Terms and Conditions

- Units were valued and calculated in accordance with the
provisions of IFR, Fund and fund Terms and Conditions.

- There were no breaches to any of the Investment
Restrictions, Limitations and borrowing powers applicable to
IFR.

Auditor

KPMG Al Fozan & Partners

Zahran Business Center, Prince Sultan Street, P.O Box 55078
21534 Jeddah, Saudi Arabia

Tel: +966 12 6989595

Website: www.kpmg.com/sa

Auditor’s Opinion

Accompanying financial statements have complied with the
requirements of the applicable provisions of the Investment
Funds Regulations issued by the Capital Market Authority, and
the Fund’s Terms and Conditions and the Information
Memorandum in so far as they affect the preparation of the
financial statements and accordingly nothing has been
reported by the auditor in their report which is in compliance
with the SOCPA requirements.
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Annex - Exercised Voting Rights
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Independent Auditor's Report

To the Unitholders of AlAhli Saudi Small and Mid-Cap Equity Fund

We have audited the financial statements of AlAhli Saudi Small and Mid-Cap Equity Fund (“the Fund”)
managed by NCB Capital Company (the “Fund Manager”), which comprise the statement of financial position
as at 31 December 2020, the statements of profit or loss and other comprehensive income, changes in equity
attributable to unitholders and cash flows for the year then ended, and notes to the financial statements,
comprising significant accounting policies and other explanatory information.

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 (IFRS) that are endorsed in the Kingdom of
Saudi Arabia and other standards and pronouncements issued by Saudi Organization for Certified Public
Accountants (SOCPA),

We conducted our auditin 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 that are 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 Fund Manager and Those Charged with Governance for the Financial Statements

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

In preparing the financial statements, the Fund Manager is responsible for assessing the Fund’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the Fund Manager either intends to liquidate the Fund or to cease operations,
or has no realistic alternative but to do so.

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

KPMG professional Services, a professicnal closed joint stock company registered in the Kingdom of Saudi Arabia. With the paid-up capital of (15,000,000) SAR. (Previously known as “KPMG Al Fozan &
Pariners Certified Public Accountanis™ A non-partner member firm of the KPMG global organization of independent member firms affiliated with KPMG Intemational Limited, a private English company limited
by guarantee. All rights reserved
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Independent Auditor's Report

To the Unitholders of AlAhli Saudi Small and Mid-Cap Equity Fund (continued)

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 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 judgement and maintain professional scepticism throughout the audit.
We also:

o 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 the Fund Manager.

¢ Conclude on the appropriateness of the Fund Manager's use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Fund's ability to continue as a going concern. If we conclude that a
material uncertainty exists, then 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 of AIAhli Saudi Small and Mid-Cap Equity Fund (‘the Fund”).

For KPMG Professional Services

r. Abdullah Hamad Al Fozan ; \\.?‘i
License No. 348 )
Riyadh: 19 Sha’ban 1442H /--:"
Corresponding to 1 April 2021 Y 5
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ALAHLI SAUDI SMALL AND MID-CAP EQUITY FUND
(Managed by NCB Capital Company)

STATEMENT OF FINANCIAL POSITION
As at 31 December 2020
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

Notes
ASSETS
Cash and cash equivalents 8

Investments 9
Dividend receivables

Total assets

LIABILITY

Other payables

Equity attributable to unitholders

Units in thousands (number) 10

Equity value per unit (SAR)

The accompanying notes 1 to 14 form

31 December 31 December
2020 2019

10,855 4,583
99,115 75,045

- 19

109,970 79,647

222 140

109,748 79,507
47,811 42,266
2.2955 1.8811

an integral part of these financial statements

3



ALAHLI SAUDI SMALL AND MID-CAP EQUITY FUND

(Managed by NCB Capital Company)

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2020

Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

Dividend income
Realised gain on FVTPL investments
Unrealised gain on FVTPL investments

Other income

Total income

Management fees

Value added tax expense
Professional fees

Custody fees

Shariah audit fees

Fund Board remuneration
Administrative expenses
Capital market authority fees

Total operating expenses

Profit for the year

Other comprehensive income for the year

Total comprehensive income for the year

Note

11

The accompanying notes 1 to 14 form
an integral part of these financial statemen

For the year ended 31
December
2020 2019
2,290 1,838
14,645 5,362
2,881 11,928
162 116
19,978 19,244
(1,613) (1,291)
a71) (65)
43) 39)
(33) (52)
31 (28)
(24) 21
(16) €2y
® (7
(1,939) (1,524)
18,039 17,720
18,039 17,720

4



ALAHLI SAUDI SMALL AND MID-CAP EQUITY FUND
(Managed by NCB Capital Company)

STATEMENT OF CHANGES IN EQUITY ATTRIBUTABLE TO UNITHOLDERS

For the year ended 31 December 2020
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

Equity attributable to Unitholders at the beginning of the year

Total comprehensive income for the year

Increase in equity from unit transactions during the year

Proceeds from units sold

Value of units redeemed

Equity attributable to Unitholders at the end of the year

The accompanying notes 1 to 14 form
an integral part of these financial statements

For the year ended 31
December
2020 2019
79,507 61,712
18,039 17,720
18,915 5,383
(6,713) (5,308)
12,202 75
109,748

79,507

5




ALAHLI SAUDI SMALL AND MID-CAP EQUITY FUND
(Managed by NCB Capital Company)

STATEMENT OF CASH FLOWS
For the year ended 31 December 2020
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

Notes

Cash flow from operating activities
Profit for the year

Adjustment for:

Realised gain on FVTPL investments
Unrealised gain on FVTPL investments

Changes in operating assets and liabilities:
FVTPL investments
Dividend receivable

Other payables

Net cash (used in) / generated from operating activities
Cash flow from financing activities

Proceeds from units sold
Value of units redeemed

Net cash generated from financing activities

Increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year 8

Cash and cash equivalents at the end of the year 8

The accompanying notes 1 to 14 form

an integral part of these financial statements

For the year ended 31
December
2020 2019
18,039 17,720
(14,645) (5,362)
(2,881) (11,928)
513 430
(6,544) 3,751
19 31
82 20
(5,930) 4,232
18,915 5,383
(6,713) (5,308)
12,202 75
6,272 4,307
4,583 276
10,855 4,583

6



ALAHLI SAUDI SMALL AND MID-CAP EQUITY FUND
(Managed by NCB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2020
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

1 THE FUND AND ITS ACTIVITIES

AlAhli Saudi Small and Mid-Cap Equity Fund (the “Fund”) is a Shariah compliant, open-ended
investment fund, managed by NCB Capital Company (the “Fund Manager”), a subsidiary of The National
Commercial Bank (the "Bank"), for the benefit of the Fund's Unitholders. The Fund is established under
article 30 of the Investment Fund Regulations (the Regulations) issued by the Capital Market Authority
(CMA).

As defined in Capital Market Authority's (CMA) Regulation No. 2-83-2005 dated 21 Jumada Awal 1426H
(28 June 2005) the Fund Manager conducts following securities’ activities:

a) Dealing;

b) Arranging;

¢) Managing;

d) Advising; and
e) Custody;

The Fund's objective is to generate long-term capital growth through investing in small and mid-cap
companies in the Saudi equity market in accordance with the Shariah guidelines issued by the Fund
Shariah Board.

The terms and conditions of the Fund were originally approved by the CMA through their letter dated 30
June 2008. The Fund commenced its activities on 23 June 2008.

The Fund is governed by the Regulations pursuant to resolution number 1-219-2006 dated 3 Dhul Hijja
1427H (corresponding to 24 December 2006) as amended by the Resolution No. 1/61/2016 of Board of
the CMA dated 16 Sha’ban 1437H (corresponding to 23 May 2016) which provided detailed requirements
for all funds within the Kingdom of Saudi Arabia.

2. BASIS OF ACCOUNTING

These financial statements of the Fund have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) as endorsed in the Kingdom of Saudi Arabia and other standards and
pronouncements issued by the Saudi Organization for Certified Public Accountants (“SOCPA”), and to
comply with the applicable provisions of the Investment Funds Regulations issued by Capital Market
Authority, the Fund’s terms and conditions and the Information Memorandum.

3. BASIS OF MEASUREMENT

The financial statements have been prepared on a historical cost convention using accrual basis of
accounting and going concern concept except for investments measured at fair value through profit or
loss (“FVTPL”) which are recorded at fair value.

The Fund does not have a clearly identifiable operating cycle and therefore does not present current and
non-current assets and liabilities separately in the statement of financial position. Instead, assets and
liabilities are presented in order of their liquidity.




ALAHLI SAUDI SMALL AND MID-CAP EQUITY FUND
(Managed by NCB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2020
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

4. FUNCTIONAL AND PRESENTATION CURRENCY

Items included in the financial statements are measured using the currency of the primary economic
environment in which the Fund operates (the “functional currency”). These financial statements are
presented in Saudi Arabian Riyal (“SAR”) which is the Fund’s functional and presentation currency.

5. CHANGES IN FUND’S TERMS AND CONDITIONS

There is no change in the terms and conditions of the Fund during 2020.

6. CRITICAL ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the financial statements requires management 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
period in which the estimates are revised and in any future periods affected.

Fair value estimation

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

When available, the Fund measures the fair value of an instrument using the quoted price in an active
market for that instrument. A market is regarded as active if transactions for the asset or liability take
place with sufficient frequency and volume to provide pricing information on an on-going basis. The
Fund measures instruments quoted in an active market at a market price, because this price reasonable
approximation of the exit price.

If there is no quoted price in an active market, then the Fund uses valuation techniques that maximise the
use of relevant observable inputs and minimise the use of unobservable inputs. The chosen valuation
technique incorporates all of the factors that market participants would take into account in pricing a
transaction. The Fund recognizes transfer between levels of fair value at the end of the reporting period
during which the change has occurred.




ALAHLI SAUDI SMALL AND MID-CAP EQUITY FUND
(Managed by NCB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2020
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

6. CRITICAL ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS
(CONTINUED)

Fair value estimation (continued)
The fair value hierarchy has the following levels:

e Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that
the entity can access at the measurement date;

e Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly; and

e Level 3 inputs are unobservable inputs for the asset or liability.

The fund has classified the investment measured at Fair Value Through Profit or Loss (FVTPL) per the
fair value hierarchy as level 1. During the year there has been no transfer in fair value hierarchy for
FVTPL investments. Other financial instruments such as cash and cash equivalents, dividend receivables
and other payables, the carrying values are a reasonable amounts approximation of the fair value.

7.  SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise stated.
A number of new standards are effective from 1 January 2020 but they do not have a material effect on
the Fund’s financial statements.

7.1 Cash and cash equivalents

Cash equivalents include cash at bank and short-term, highly liquid investments that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of changes in value.
Cash and cash equivalents include bank balances.

7.2 Receivables

Receivables are initially recognised when they are originated. A receivable without a significant financing
component is initially measured at the transaction price and subsequently at their amortised cost using
effective interest / commission rate method. Loss allowance for receivables is always measured at an
amount equal to lifetime expected credit losses. A receivable without a significant financing component
is initially measured at the transaction price.

7.3 Financial assets and liabilities

Classification of financial assets

On initial recognition, a financial asset is measured at its fair value and classified at amortized cost, fair
value through profit or loss (“FVTPL”) or fair value through other comprehensive income (“FVOCI”).

Financial asset at amortized cost

A financial asset is measured at amortized cost if it meets both of the following conditions and is not

designated as at FVTPL:

e the asset is held within a business model whose objective is to hold assets to collect contractual cash
flows; and

e the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and commission on the principal amount outstanding.
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7. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

7.3 Financial assets and liabilities (continued)

Financial asset at fair value through other comprehensive income (“FVOCI”)
A financial asset is measured at FVOCI only if it meets both of the following conditions and is not
designated as at FVTPL.

e it is held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets; and

e its contractual terms give rise on specified dates to cash flows that are solely payments of principle
and commission on the principle amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Fund Manager may
irrevocably elect to present subsequent changes in fair value in OCI. This election is made on an
investment-by-investment basis.

Financial asset at fair value through profit or loss (“FVTPL”)
All financial assets not classified as measured at amortized cost or FVOCI are measure at FVTPL.

Business model assessment

The Fund Manager assesses the objective of a business model in which an asset is held at a portfolio level
because this best reflects the way the business is managed and information is provided to management.
The information considered includes:

e the stated policies and objectives for the portfolio and the operation of those policies in practice;

e how the performance of the portfolio is evaluated and reported to the Fund Manager;

e the risks that affect the performance of the business model (and the financial assets held within that
business model) and how those risks are managed;

e how managers of the business are compensated- e.g. whether compensation is based on the fair value
of the assets managed or the contractual cash flows collected; and

e the frequency, volume and timing of sales in prior periods, the reasons for such sales and its
expectations about future sales activity. However, information about sales activity is not considered
in isolation, but as part of an overall assessment of how the Fund's stated objective for managing the
financial assets is achieved and how cash flows are realized.

The business model assessment is based on reasonably expected scenarios without taking 'worst case' or
'stress case’ scenarios into account. If cash flows after initial recognition are realized in a way that is
different from the Fund's original expectations, the Fund does not change the classification of the
remaining financial assets held in that business model but incorporates such information when assessing
newly purchased financial assets going forward.

Financial assets that are held for trading and whose performance is evaluated on a fair value basis are
measured at FVTPL because they are neither held to collect contractual cash flows nor held both to collect
contractual cash flows and to sell financial assets.
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7. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

7.3 Financial assets and liabilities (continued)

Assessment whether contractual cash flows are solely payments of principal and commission

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial
recognition. ‘Commission / Interest’ is defined as consideration for the time value of money and for the
credit risk associated with the principal amount outstanding during a particular period of time and for
other basic lending risks and costs (for example: liquidity risk and administrative costs), as well as profit
margin.

In assessing whether the contractual cash flows are solely payments of principal and commision, the Fund

considers the contractual terms of the instrument. This includes assessing whether the financial asset

contains a contractual term that could change the timing or amount of contractual cash flows such that it

would not meet this condition. In making the assessment, the Fund considers:

- contingent events that would change the amount and timing of cash flows;

- leverage features;

- prepayment and extension terms;

- terms that limit the Fund’s claim to cash flows from specified assets (for example: non-recourse asset
arrangements); and

- features that modify consideration of the time value of money — for example: periodical reset of
interest / commission rates.

Reclassifications

Financial assets are not reclassified subsequent to their initial recognition, except in the period after the
Fund changes its business model for managing financial assets.

Classification of financial liabilities

The Fund classifies its financial liabilities at amortised cost unless it has designated liabilities at FVTPL.

Recognition and initial measurement

Financial assets at FVTPL are initially recognized on the trade date, which is the date on which the Fund
becomes a party to the contractual provisions of the instrument. Other financial assets and financial
liabilities are recognized on the date on which they are originated. Financial asset or financial liability is
measured initially at fair value plus, for an item not at FVTPL, transaction costs that are directly
attributable to its acquisition issue.

Subsequent measurement

Financial assets at FVTPL are subsequently measured at fair value. Net gain or losses including any
foreign exchange gains and losses, are recognized in profit or loss in ‘realised and unrealised gains /
(losses) on FVTPL investments, net’ in the statement of comprehensive income.

Financial assets and financial liabilities at amortized cost are subsequently measured at amortized cost
using the effective interest / commission method and is recognized in the statement of comprehensive
income. Any gain or loss on de-recognition is also recognized in the statement of comprehensive income.
The ‘amortized cost’ of a financial asset or financial liability is the amount at which the financial asset or
financial liability is measured on initial recognition minus the principle repayments, plus or minus the
cumulative commission using effective interest / commission method of any difference between that
initial amount and the maturity amount and, for financial assets, adjusted for any loss allowance.
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7. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

7.3 Financial assets and liabilities (continued)
Derecognition

The Fund derecognizes a financial asset when the contractual rights to the cash flow from the asset expire,
or it transfers the rights to receive the contractual cash flows in a transaction in which substantially all of
the risks and rewards of ownership of the financial asset are transferred or in which the Fund neither
transfers nor retains substantially all of the risks and rewards of ownership and does not retain control of
the financial asset.

On derecognition of the financial asset, the difference between the carrying amount of the asset (or the
carrying amount allocated to the portion of the asset that is derecognised) and the consideration received
(including any new asset obtained less any new liability assumed) is recognized in the statement of
comprehensive income. Any commission in such transferred financial assets that is created or retained
by the Fund is recognized as a separate asset or liability.

The Fund enters into transactions whereby it transfers assets recognized on its statement of financial
position but retains either all or substantially all of the risks and rewards of the transferred assets or a
portion of them. If all or substantially all of the risk and rewards are retained, then the transferred assets
are not derecognized. The Fund derecognize a financial liability when its contractual obligations are
discharged or cancelled or expire.

Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the statement of
financial position when, and only when, the Fund has legally enforceable right to offset the amounts and
intends either to settle them on a net basis or to realize the asset and settle their liability simultaneously.

Income and expenses are presented on a net basis for gain and losses from financial instruments at FVTPL
and foreign exchange gains and losses.

7.4 Provisions

A provision is recognised when the Fund has a present legal or constructive obligation as a result of past
events, it is probable that an outflow of resources embodying economic benefits will be required to settle
the obligation, and a reliable estimate of the amount can be made. Provision is not recognised for future
operating loss.

7.5 Equity per unit

The Fund is open for subscription and redemption of units on every Saudi business day. The equity per
unit is calculated by dividing the equity attributable to unitholders included in the statement of financial
position by the number of units outstanding at the year end.

7.6 Distributions to the Unitholders

Distribution to the Unitholders is accounted for as a deduction from net assets (equity) attributable to the
Unitholders.

12



ALAHLI SAUDI SMALL AND MID-CAP EQUITY FUND
(Managed by NCB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2020
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

7. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

7.7 Units in issue

The Fund classified financial instruments issued as financial liabilities or equity instruments in
accordance with the substance of the contractual terms of the instruments.

The Fund has redeemable units in issue. On liquidation of the Fund, they entitle the holders to the residual
net assets. They rank pari passu in all respects and have identical terms and conditions. The redeemable
units provide investors with the right to require redemption for cash at a value proportionate to the
investor's share in the Fund’s net assets at each redemption date as well as in the event of the Fund's
liquidation.

Redeemable units are classified as equity as it meets all of the following conditions:

e it entitles the holder to a pro rata share of the Fund's net assets in the event of the Fund's liquidation;

e it is in the class of instruments that is subordinate to all other classes of instruments;

e all financial instruments in the class of instruments that is subordinate to all other classes of
instruments have identical features;

e the instrument does not include any other features that would require classification as a liability; and

e the total expected cash flows attributable to the instrument over its life are based substantially on the
profit or loss, the change in recognized net assets or the change in the fair value of the recognized and
unrecognized net assets of the Fund over the life of the instrument

Incremental costs directly attributable to the issue or redemption of redeemable units are recognized
directly in equity as a deduction from the proceeds or part of the acquisition cost.

7.8  Taxation / zakat

Under the current system of zakat and income tax in the Kingdom of Saudi Arabia, the Fund is exempt
from paying any zakat and income tax. Zakat and income tax are considered to be the obligation of the
Unitholders and are not provided in the financial statements.

The Value Added Tax (“VAT”) applicable for fees and expenses are recognized in the statement of
comprehensive income.

7.9 Dividend income

Dividend income is recognized in statement of comprehensive income on the date on which the right to
receive payment is established. For quoted equity securities, this is usually the ex-dividend date. For
unquoted equity securities, this is usually the date on which the shareholders approve the payment of a
dividend. Dividend income from equity securities designated as at fair value through profit or loss
(“FVTPL”) is recognized in statement of comprehensive income in a separate line item.
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7. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

7.10 Management fee expense

Management fee expense is recognized in the statement of comprehensive income as the related services
are performed.

7.11 Accrued expenses and other payables

Accrued expenses and other payables are recognised initially at fair value and subsequently measured at
amortised cost using the effective commission rate method.

7.12  New IFRS standards, IFRIC interpretations and amendments thereof, adopted by the Fund

Below amendments to accounting standards and interpretations became applicable for annual reporting
periods commencing on or after 1 January 2020. The Fund manager has assessed that the amendments
have no significant impact on the Fund’s financial statements.

Standards / Interpretations and Amendments

Amendments to IFRS 3 - Definition of a Business

Amendments to IAS 1 and IAS 8 - Definition of Material

Amendments to References to the Conceptual Framework in IFRS Standards
Amendments to IFRS 9, IAS 39 and IFRS 7 - Interest Rate Benchmark Reform — Phase 1

7.13  Standards issued but not yet effective

Standards issued but not yet effective up to the date of issuance of the Fund’s financial statements are
listed below. The Fund intends to adopt these standards when they become effective.

Effective from periods
Standards / Interpretations and beginning on or after the
amendments Description Jfollowing date
Amendments to IFRS 16 COVID-19 — Related Rent June 1, 2020
Concessions
IFRS 17 Insurance contracts January 1, 2023
Amendments to IAS 1 Classification of Liabilities as January 1, 2022
Current or Non-current
Amendments to IAS 37 Onerous contracts — Cost of January 1, 2022
Fulfilling a contract
amendments to IFRS 9, IAS 39, Interest Rate Benchmark Reform — January 1, 2021
IFRS 7, IFRS 4 and IFRS 16 Phase 2
Amendments to IAS 16 Property, Plant and Equipment: January 1, 2022
Proceeds before Intended Use
Amendments to [FRS 3 Reference to Conceptual Framework January 1, 2022

The above amended standards and interpretations are not expected to have a significant impact on the
Fund’s financial statements.

Furthermore, the Capital Market Authority, on March 1, 2021, has issued certain amendments to the
Investment Funds Regulations and Glossary of Defined Terms Used in the Regulations and Rules of the
Capital Market Authority. These amendments have effective dates starting from May 1, 2021. The Fund
Manager is currently in the process of evaluating the impact, if any, of these amendments on the Fund’s
financial statements.

14



ALAHLI SAUDI SMALL AND MID-CAP EQUITY FUND

(Managed by NCB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2020

Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

8. CASH AND CASH EQUIVALENTS

This comprises of balances held with a local Bank having a sound credit rating.

9. INVESTMENTS

INVESTMENTS MEASURED AT FAIR VALUE THROUGH PROFIT OR LOSS

The composition of investments measured at FVTPL by industry sector is summarized below:

Industry Sector

Retail

Cement

Petrochemical Industries
Transportation

Mutual Fund

Banks and Financial Services
Insurance

Building and Construction
Industrial Investment

Others

Industry Sector

Retail

Insurance

Transportation

Mutual Fund

Cement

Industrial Investment
Petrochemical Industries
Banks and Financial Services
Building and Construction

Agriculture and Food Industries

Multi Investment
Others

31 December 2020
% of Total
Investment

(Fair value) Cost Fair Value

26.39 19,351 26,152

18.58 16,544 18,418

13.62 11,080 13,503

12.27 10,757 12,165

8.37 4,500 8,293

4.31 4,287 4,270

5.13 3,995 5,082

3.47 3,227 3,441

2.80 1,695 2,774

5.06 4,366 5,017

100 79,802 99,115

31 December 2019
% of Total
Investment

(Fair value) Cost Fair Value
27.24 13,396 20,443
11.36 7,745 8,524
10.38 6,589 7,793
10.07 4,500 7,554
8.99 6,541 6,747
8.29 5,489 6,224
5.87 3,281 4,402
4.86 2,900 3,647
4.55 3,055 3,412
3.53 2,442 2,648
3.96 2,051 2,979
0.90 624 672
100 58,613 75,045
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10. UNITS TRANSACTIONS

Transactions in units during the year are summarized as follows:

For the year ended 31 December

2020 2019
Units’ 000 Units’ 000

Units at the beginning of the year 42,266 42,164
Units sold 8,774 3,300
Units redeemed (3,229) (3,198)
Net increase in units during the year 5,545 102
Units at the end of the year 47,811 42,266

As at 31 December 2020, the top 5 unitholders (2019: top 5) represented 58.19% (2019: 57.12%) of the
Fund’s units.

11. RELATED PARTY TRANSACTIONS AND BALANCES

Parties are considered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial or operational decisions. The related parties
of the Fund include the Fund Manager, other funds managed by the Fund Manager and Parent of the Fund
Manager.

Name of entity Relationship
NCB Capital Company Fund Manager
National Commercial Bank Shareholder of Fund Manager

Management fee and other expenses

The Fund is managed and administered by the Fund Manager. For these services, the Fund accrues, daily
a management fee, as determined by the Fund Manager, which should not be more than the maximum
annual rate of 1.85% p.a. of the Fund's daily equity as set out in the Fund’s terms and conditions.

The Fund Manager is also entitled to recover expenses incurred on behalf of the Fund relating to audit,
custody, advisory, data processing and other similar charges. The maximum amount of such expenses
that can be recovered from the Fund by the Fund Manager is restricted to 0.5% per annum of the Fund's
equity at the respective valuation days. These expenses have been recovered by the Fund Manager on an
actual basis
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11. RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED)

Transactions with related parties

During the year, the Fund entered into the following transactions, other than those disclosed elsewhere in
the financial statements, with related parties in the ordinary course of business. These transactions were
carried out on the basis of approved terms and conditions of the Fund. All related party transactions are
approved by the Fund Board.

Amount of transactions Balance as at
Nature of 31 December 31 December
Related party transaction 2020 2019 2020 2019
NCBC Management fee 1,613 1,291
Expenses paid on
behalf of the fund 326 233 - --

12. FINANCIAL RISK MANAGEMENT

12.1  Financial risk factors

The Fund’s activities expose it to a variety of financial risks including market risk, credit risk, liquidity
risk and operational risk.

The Fund Manager is responsible for identifying and controlling risks. The Fund Board supervises the
Fund Manager and is ultimately responsible for the overall management of the Fund.

Monitoring and controlling risks is primarily set up to be performed based on the limits established by
the Fund Board. The Fund has its Terms and Conditions document that set out its overall business
strategies, its tolerance of risks and its general risk management philosophy and is obliged to take actions
to rebalance the portfolio in line with the investment guidelines.

12.1.1 Market risk

‘Market Risk’ is the risk that changes in market prices — such as commission rates, foreign exchange
rates, equity prices and credit spreads — will affect the Fund’s income or the fair value of its holdings in
financial instruments.

a) Foreign exchange risk
Foreign exchange risk is the risk that the value of future cash flows of a financial instrument will fluctuate
due to changes in foreign exchange rates and arises from financial instruments denominated in foreign

currency.

The Fund does not have any significant foreign exchange risk since the majority of its transactions are
carried out in SAR.
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12. FINANCIAL RISK MANAGEMENT (CONTINUED)

12.1  Financial risk factors (continued)
12.1.1 Market risk (continued)
b) Price risk

Price risk is the risk that the value of the Fund’s financial instruments will fluctuate as a result of changes
in market prices caused by factors other than foreign currency and commission rate movements. The price
risk arises primarily from uncertainty about the future prices of financial instruments that the Fund holds.
The Fund closely monitors the price movement of its investments in financial instruments. As of the
statement of financial position date, the Fund has investments in equities.

The effect on the equity (as a result of the change in the fair value of investments) due to a reasonably
possible change in price of FVTPL investments, with all other variables held constants is as follows:

31 December 2020 31 December 2019

Effect on equity +10% 9,912 +10% 7,505
12.1.2 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 Manager seeks to manage credit risk by monitoring
credit exposures, limiting transactions with specific counterparties, and continually assessing the
creditworthiness of counterparties. As at the statement of financial position date, the Fund’s maximum
exposure to credit risk is represented by the carrying amount of cash and cash equivalents, which
represent cash at bank with a local Bank having Moody’s credit rating of A3 and dividend receivable.
There is no impact of ECL on these financial assets.

12.1.3 Liquidity risk

Liquidity risk is the risk that the Fund may not be able to generate sufficient cash resources to settle its
obligations in full as they fall due or can only do so on terms that are materially disadvantageous.

The Fund’s terms and conditions provide for subscription and redemption of units on every Saudi
business day and it is, therefore, exposed to the liquidity risk of meeting unitholder redemptions on these
days. The Fund Manager monitors liquidity requirements by ensuring that sufficient funds are available
to meet any commitments as they arise, either through new subscriptions, liquidation of the investment
portfolio or by taking short term loans from the facilities obtained by the Fund Manager.

The Fund manages its liquidity risk by investing predominantly in securities that it expects to be able to
liquidate within short period.
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12. FINANCIAL RISK MANAGEMENT (CONTINUED)

12.1 Financial risk factors (continued)

12.1.4 Operational risk

Operational risk is the risk of direct or indirect loss arising from a variety of causes associated with the
processes, technology and infrastructure supporting the Fund’s activities either internally or externally at
the Fund’s service provider and from external factors other than credit, liquidity, currency and market
risks such as those arising from the legal and regulatory requirements.

The Fund’s objective is to manage operational risk to balance limiting of financial losses and damage to
its reputation with achieving its investment objective of generating returns to unitholders.

The primary responsibility for the development and implementation of control over operational risks rests
with the Risk Management Team. This responsibility is supported by the development of overall standard
for the management of operational risk, which encompasses the controls and processes at the service
providers and the establishment of service levels with the service providers, in the following areas:

- documentation of controls and procedures
- requirements for
e appropriate segregation of duties between various functions, roles and responsibilities;
e reconciliation and monitoring of transactions; and
e periodic assessment of operational risks faced,
- the adequacy of controls and procedures to address the risks identified;
- compliance with regulatory and other legal requirements;
- development of contingency plans;
- training and professional development;
- ethical and business standards; and
- risk mitigation

12.1.5 Considerations due to covid-19

The COVID-19 pandemic continues to disrupt global markets as many geographies are experiencing a
“second wave” of infections despite having previously controlled the outbreak through aggressive
precautionary measures such as imposing restrictions on travel, lockdowns and strict social distancing
rules. The Government of the Kingdom of Saudi Arabia (“the Government”) however has managed to
successfully control the outbreak to date, owing primarily to the unprecedented yet effective measures
taken by the Government, following which the Government has ended the lockdowns and has taken
phased measures towards normalization.

Recently, a number of COVID-19 vaccines have been developed and approved for mass distribution by
various governments around the world. The Government has also approved a vaccine which is currently
available for healthcare workers and certain other categories of people and it will be available to the
masses in general during 2021. Despite the fact that there are some uncertainties around the COVID-19
vaccine such as how long the immunity last, whether vaccine will prevent transmission or not etc.;
however, the testing results showed exceptionally high success rates. Hence, the Fund continues to be
cognizant of both the micro and macroeconomic challenges that COVID-19 has posed, the teething
effects of which may be felt for some time and is closely monitoring its exposures.
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13. LAST VALUATION DAY

The last valuation day for the purpose of preparation of these financial statements was 31 December 2020
(2019: 31 December 2019).

14. APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were approved by the Fund Manager on 19 Sha’ban 1442H corresponding to
1 April 2021.
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