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AlAhli US Dollar Sukuk Fund

Investment Fund Information

Investment Objective

AlAhli US Dollar Sukuk Fund aims to provide competitive
returns through investing in Sukuk, Murabaha and other Sharia-
compliant fixed income instruments.

Investment Policies

Investing primarily in Sharia compliant fixed income
instruments, financial instruments and trade transactions,
including, but not limited to Murabaha, Wakala, Mudaraba and
Musharaka transactions, and Sharia compliant alternatives of
swaps, repo and reverse repos, as well as structured certificates
and asset-backed securities.

Distribution of Income & Gain Policy

All profit will be reinvested in the Fund. No income will be
distributed to Unitholders.

- The fund’s reports are available upon request free of charge.
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Fund Performance Botiwall slaf
Fund performance for the last three years B AN M Ol il Bguinall el
Year 2020 2019 2018 Ll

Net Asset Value (NAV)* 17,048,611.38 16,731,010 16,587,390 *J g9l dod 3‘40
NAV per Unit* 1.24 1.17 1.09 *3ug S Jgod! dasd guo
Highest NAV per Unit* 1.24 1.18 1.09 *Bd>g yruw ulsi
Lowest NAV per Unit* 1.13 1.09 1.07 *Bd>g yaw J8I
Number of Units 13,742,256 14,251,598 15,236,419 Old>gll sde
Income Distribution per unit - - - B9 N deigall CL_:JSJI
Fees & Expense Ratio 1.05% 0.79% 0.97% Olg raelly pgeyl dud Jloz]
*In US Dollars Sl Y gull*
Total return compared to the benchmark: s gelu &)lie Gawuall Sl Wlall
Period 5 Years — Olgiw 5 3 Years -&lgiw 3 1 Year - dw B aall
Total Return % 3.22 4.43 5.68 % Bgdiuall Lile
Benchmark % 4.99 5.71 7 % i §adl S5le
Annual total return for the fund since its launch: :aBMo| die Bginall S ginud! JlazYl Silall
Year 2020 2019 2018 2017 2016 2015 2014 2013 2012 2011 Q|
Return % 5.68 7.84 -0.07 2.28 0.61 0.24 0.58 0.34 2.46 1.37 % S5l
(V)
Benchmark % 7 979 057 405 377 061 012 019 025 074 %3
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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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Fees and Expenses ng°,5§$ % Lgiall ! Ol panlly pgusyll
Management Fee Expense 127 0.75 SVl pgany
VAT on Management Fee 13 0.11 5P pguy (e ddLaall dandl du o
Audit Fee Expense 11 0.07 G9divall Oblus dazxlye
Fund Administration 6 0.03 Ayl ldeal!
CMA Fee 2 0.01 AW Bgud! dun
Tadawul Fee 1 0.01 J9lus
Custody Fees 1 0.00 Laasdl agu)
Shariah Audit Fee Expense 8 0.05 de &l dalyoll
Fund Board Fee Expense 3 0.02 Boluall 8)l3] o
Total Fees and Expenses 172 1.05 ybaclly pgwyll pgeme

Material Changes

In response to the COVID19 pandemic, the Federal Reserve Cut
interest rates twice during march 2020 (total of 150 bps) to
0.25%, down from 1.75% Compared to the previous year. The
Fed also revived and expanded its QE program, encouraged
lending, and supported credit.

The Saudi Central bank (SAMA) lowered its policy rates twice
(total of 125 bps) during 2020, the Reverse Repo rate to 0.50%
down from 1.75 %, and Repo rate to 1.00% down from 2.25%.
SAMA also launched stimulus and support packages, as well as
injected liquidity into the banking sector to support liquidity
and private sector credit.

The Saudi Ministry of Finance (MoF) also took new fiscal
measures to raise more non-oil revenues and rationalize
spending including increasing the Value-Added-Tax (VAT) from
5% to 15% effective in July 2020.

Total Saudi Government debt issuances during 2020 amounted
to SAR 220 bin, above the original target of SAR 120 bin, which
was increased as an extraordinary funding requirement due to
the COVID19 pandemic.

Brent crude oil price decreased from an average of $64.60 per
barrel in 2019 to $41.63 per barrel in 2020, mainly due to a
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global decline in demand for oil as governments enforced
curfews/lockdowns, restricted travel, and temporarily closed
businesses as precautionary and containment measures against
the COVID19 pandemic. In addition, a dispute between Saudi
Arabia and Russia regarding production levels in an
oversupplied market.

Exercising of voting rights
No voting rights were exercised during the year.

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:
Naif Al Mesned

Lloyd Kawara

Basmah AlTuwaijri
Abdulaziz Abalkhail

Chairman (Non-independent)
Non-independent member
Independent member
Independent member

The Fund's Board of Directors held four 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 performance review.

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

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

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

During the year 2020, the fund underweighted the duration of
the benchmark with the strategy that global economic and
political uncertainties will pressure credit spreads and interest
rates. The Fed Cut its’ target benchmark rate twice in march by
a total of 150 bps, starting the year at 1.75% and ending at
0.25%. The 10Y UST Yield decreased by -52.4% during the year,
going from 1.92% to 0.91%.

Performance
Fund Performance 5.68%
Benchmark Performance 7.00%

The fund underperformed the benchmark by 132 bps.

Terms & Conditions and information memorandum Material
Changes

There are no changes in the terms and condition, and
Information Memorandum.

Jiwls wall
NCB Capital

\{

£2019 ple § Jeosld Y93 64.6000 Cip o yaw Jawgie (Rasl
4! o) S 3 d9a09 22020 ple S Jrosdd Y92 41.63 J|
SlagSadl (2% ae lall Sgruall e laadl e ol polass
Aoyl ol 3Ny ¢ poudl dudSy (uall yzaddly gl x>
J) BLeYL 19-4868 Axle o ddlgimly Wlisl wlsl=S Boge
& Lows 3 Do3gandl dyall iSkeall o Y1 Slgtine Jy> Y]
ool el e W 3T las Cllall e (o500l £a3)) cn

293;“." CA“AW‘ Olwylew

2l I Coguas luylas T o5 )

Syl Godiuall Bylo] uloma y 485

O oeiend @3 allly (ol sLacdl e Gadiuall Bla] Gulaxe 0550
L)) Gaud! dipd dadlge Jay Godiuall yude S8

(Jawo e guae) Bodivall 8)13] pulms (utdy  Sissna) Lo o3 b
S p& gia8 bsS )

JEus goac $29il Lje by dow

Jaine gunac JdI U o o sl

b Lod 22020 pladl IS ilelatz dayl Goivall )13] pudns s
oo adle cwd @) gudlgalls W3] @3 I whlall eaY Lasdk
19 all )] pulme Ji

pladl I Bauiall slof dablis -

Bgad! Wgendl Hblie W3 § o Goduall daladl jblxall -
< Joridilly

LY daslasll Jggune ao ddloll (B gud) dig 78lghs Baoluall a1 -

Bouall e

L3 gaudl doyall aSlaall cddledl oY) a7

11495 (U1 22216 ..o 39w llall 3oyl «o )
+966 920000232 il

www.alahlicapital.com :28gsll

Sl (pyLidie 91/ 9 oW (e Bguiuall sk

d>g Y

Slekiwd! daidl

Bediuall Glasviwl Bue Jdas aiase Ggduall b (02020 ple I
3 G9duall dmdlinl dagi) &3 dgag «Soliauwdl agall &)lae
OleYlg BB el e dralll dpsleadly L3LaidYl bgagall Jb
dhaedl! Lol ulxall o6 s (19-085S Axdle 1S bas
A5 150 Jlezl) pole ad IS e 8451 Hlawd t5)lb jaisy
oo Lolassl bl &ilg (& %0.25 Jlpasdd) 85I Jaxe Juad (st
S Ol e Bl paasil WS . glul sl &lie 1.75%
.0.9%J1 1.9% (3 ¢ -52.4% Ay Ol gin 10 8o) Buiall

;l.ﬁ”xﬁ
%5.68 Bykisall slof
%7.00 gl sl

ool das 132 Bl gl shol (e Gaaall shal yaasl
Sloghaoll 8ySde 9 Ggaall paly Jog & § Cdus s

Oleglaall 8,Sdag e&:;})b byl § Olpad azgs Y

£2020 gl 5801 — So50Y1 )Y 9L gShall oY Gauine
AlAhli US Dollar Sukuk Fund — 2020 Annual Report



Jiwls wall
NCB Capital

\{

Investments in other Investment Funds Gy dyladilasl G20Uuo oyl
The fund management fee is 0.75% of NAV. dasd Blo (0 %0.75 (p Bgdiall e dudmall B)10Y1 pgu) “W
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Management fees charged by investments in the following ) 3 "
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AR 0T doed gall (B9 inall
- AlAhli Diversified US Dollar Fund S Vsl pgiall oYl oo -
Investment Limitation Breaches Dkl 5948 dallsen

funds have been rebated:

A violation of the investment Limitations of the fund's Terms and ~ p>ls g & 3 Lale (ogaiadl jletindl 39.) dallse duo) oF
Conditions was detected due to an action taken by the Fund (w¢3) 8,8l Touss Goduall e 0d50l ez Cown G9iuall
Manager that violates point (3,b), which prohibits fund manager ds3 3Lo (o %30 (o AT sl Bodiuall pde e Jlams &l

to invest more than 30% of its NAV in investment funds dyylediwdl gooluall § dguol
Special Commission dols WY g0
No special commissions were received during the period BAall IS duols Y gas (ST e Godiall e Juas o)
Conflict of Interests Tluadll § (oylas
None NEIYR)
Fund Distribution During The Year Pl UM Gguall eilayygs
None d>g Y
Incorrect Valuation or Pricing Sy ©agdl ‘_gl.la:-
None Az Y
Investment Limitation Breaches Dl 5948 dalla
There were no breaches to any of the Investment Restrictions, ALY Slodiog Hlatiad] 394> 9 3558 e (5T Al o o)
limitations and borrowing powers applicable to IFR. Dl Golue d3Y § L Jgonall
Custodian Ladsel el
AlBilad Capital (AW D) Hlaiiwwdl SHI &S5

Gyl ASheall (11411 (5L €140 2. o wigd ellall @)k
L9l

+966 92000 3636 &l

www.albilad-capital.com : 39 ASIY! a0l
Custodian’s duties and responsibilities Ladsel el Sl gdeumsg Sl
- The custodian shall be held responsible for compliance with —Glue 45y p8Y sy GLA e Ygguns Lail ol A -
Investment Funds Regulations whether he performed his duties WG Byb g S ol ile JSho Glggue T slgw oylaiiwl
directly or delegated to any third party. The custodian shall be Gswll Gluwwse dx8Y gl Hlaiiwdl Fluo Y A>T Crgas
held responsible to the fund manager and unitholders for any — lusgll Yoy Godiall pde olos Yggune Laaxll Oel dadg L adll
losses caused to the investment fund due to the custodian fraud, 1 C3pa3 sgw of | o i) o daz bl Gotiuall Sl o
negligence, misconduct or willful default. doial) 0 punds
- The custodian shall be responsible for taking custody and @lal k=g Goduall Jgol Lad> e Yggune Ladodl cpel s -
protecting the fund's assets on behalf of unitholders, and taking — &ylsYl Glehal e 3351 e IS Jggume 29 cli>gll Slo
all necessary administrative measures in relation to the custody .39all Jguol Ladm 3laty Lud daydI
of the fund's assets. Joid Y laasdl el dbgiedl OWoguwdl 0L Bodall pie i
- The Fund Manager acknowledges that the responsibilities —wlaall § aazdl p U8 Godiall e OF 13 Lo Jo> 4l ely)
vested in the custodian does not include ensuring the fund &olue &Y (e (5) Gkl e (3-3) 8,2l (e (Feod) dus,all

King Fahad Road, P.O. Box 140, Riyadh 11411, Saudi Arabia
Tel: +966 92000 3636
Website: www.albilad-capital.com

manager's compliance with the contents of subparagraphs (a,b,c) lediwd!
of paragraph (d-3) of annex 5 of the Investment Funds
Regulations.
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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.

- Other than mentioned above, 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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ALAHLI US DOLLAR SUKUK FUND
(Managed by NCB Capital Company)

FINANCIAL STATEMENTS
For the year ended 31 December 2020
with
Independent Auditors’ Report To The Unitholders
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naependent Auditor's Report

To the Unitholders of AlAhli US Dollar Sukuk Fund

We have audited the financial statements of AlAhli US Dollar Sukuk 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).

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 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 condlitions, 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 professionat 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 &
Partners Certified Public Accountants™ A non-partner member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English company limited
by guarantee. All rights reserved
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Independent Auditor's Report

To the Unitholders of AlAhli US Dollar Sukuk 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:

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

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Fund's internal control.

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

e 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.

e 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 AlAhli US Dollar Sukuk Fund (“the Fund”).

For KPMG Professional Services

Dr. Abdullah Hamad Al Fozan
License No. 348

Riyadh: 23 Sha'ban 1442H
Corresponding to 5 April 2021



ALAHLI US DOLLAR SUKUK FUND
(Managed by NCB Capital Company)

STATEMENT OF FINANCIAL POSITION
As at 31 December 2020
Expressed in US Dollars ‘000 (unless otherwise stated)

31 December 31 December

Notes 2020 2019
ASSETS
Cash and cash equivalents 7 35 94
Investments 8 17,007 16,641
Other receivables 7 --
Total assets 17,049 16,735
LIABILITY
Other payables - 12
Equity attributable to Unitholders 17,049 16,723
Units in issue in thousands (number) 9 13,742 14,252
Equity per unit (USD) 1.2406 1.1734

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




ALAHLI US DOLLAR SUKUK FUND
(Managed by NCB Capital Company)

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2020

Expressed in US Dollars ‘000 (unless otherwise stated)

Special commission income on Sukuks
Unrealised gain / (loss) on FVTPL investments
Realised gain on FVTPL investments

Realised gain / (loss) on FVOCI investments
Other income

Total income

Management fees

Value added tax

Professional fees

Shariah audit fees

Fund Board remuneration

Administrative expenses

Capital market authority fees

Custody fees

Impairment Reversal / (charge) on investments
Total operating expenses

Profit for the year

Other comprehensive income

Unrealised gain on FVOCI investments

Total comprehensive income for the year

For the year ended 31
December
2020 2019
491 565
2 (11)
46 71
317 (187)
28 15
884 453
127) (129)
a3) (6)
12) (11)
®) ()
3 “)
(6) (5)
(2) 2)
1) ey
10 (8)
(162) (174)
722 279
194 998
916 1,277

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




ALAHLI US DOLLAR SUKUK FUND
(Managed by NCB Capital Company)

STATEMENT OF CHANGES IN EQUITY ATTRIBUTABLE TO UNITHOLDERS

For the year ended 31 December 2020
Expressed in US Dollars ‘000 (unless otherwise stated)

Equity attributable to Unitholders at the beginning of the year
Total comprehensive income for the year

Decrease 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
16,723 16,587
916 1,277
1,384 740
(1,974) (1,881)
(590) (1,141)
17,049 16,723




ALAHLI US DOLLAR SUKUK FUND
(Managed by NCB Capital Company)

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

Cash flows from operating activities

Profit for the year

Adjustment for:
Impairment (reversal) / charge on investment
Realised (gain) on FVTPL investments
Unrealised (gain) / loss on FVTPL investments
Realized loss on FVOCI Investments

Net changes in operating assets and liabilities:
FVOCI investments
FVTPL investments
Other receivables
Other payables

Net cash generated from operating activities
Cash flows from financing activities
Proceeds from units sold
Value of units redeemed
Net cash used in financing activities
Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents 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

Note 2020 2019

722 279

(10) 8

(46) (71)

?2) 11

(317) (187)

347 40

1,433 353

(1,230) 812

(N -

(12) (€))

531 1,202

1,384 740

(1,974) (1,881)

(590) (1,141)

59) 61

7 94 33

7 35 94




ALAHLI US DOLLAR SUKUK FUND
(Managed by NCB Capital Company)

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

1. THE FUND AND ITS ACTIVITIES

AlAhli US Dollar Sukuk 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 Regulation No. 2-83-2005 dated 21 Jumada Awal 1426H (28
June 2005) the Fund Manager conducts following security activities:

a) Dealing;

b) Arranging;

c) Managing;

d) Advising; and
e) Custody.

The Fund invests in Shariah compliant fixed income instruments and trade transactions including but not
limited to Murabaha, Wakala, Mudaraba and Musharaka transactions. The fund is also allowed to invest
in Shariah compliant alternatives of Swaps, Repo and Reverse repos, as well as structured certificates
and asset-backed securities.

The terms and conditions of the Fund have been approved by the CMA on 19 Dhul Hijja 1430H
(corresponding to 6 December 2009). The Fund commenced its activities on 9 March 2010.

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 Saudi Organization for Certified Public Accountants (“SOCPA”) and comply
with the applicable provisions of the Investment Funds Regulations issued by the 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”) and investments measured at fair value through other comprehensive income (FVOCI)
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 US DOLLAR SUKUK FUND
(Managed by NCB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2020
Expressed in US Dollars ‘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 US Dollar (“US$”) 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 JUDGEMENTS., 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
year in which the estimates are revised and in any future years affected.

a)  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 is 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.

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 FVTPL per the fair value hierarchy as level 2 and
investments in Sukuks as Level 1. During the year there has been no transfer in fair value hierarchy for
FVTPL investments. For other assets and liabilities such as cash and cash equivalents and other payables,
the carrying values reasonably approximate the fair value.




ALAHLI US DOLLAR SUKUK FUND
(Managed by NCB Capital Company)

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

5. CRITICAL ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS
(CONTINUED)

b)  Assumptions and estimation uncertainties

Measurement of the expected credit loss allowance

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

A number of significant judgments are also required in applying the accounting requirements for
measuring expected credit loss (ECL), such as:

Determining criteria for significant increase in credit risk;
Choosing appropriate models and assumptions for the measurement of ECL;
Establishing the number and relative weightings of forward-looking scenarios for each type of
product / market and the associated ECL; and
e Establishing Fund of similar financial assets for the purposes of measuring ECL.

Explanation of the inputs, assumptions and estimation techniques used in measuring ECL is further
detailed in Note 12.1.2(a), which also sets out key sensitivities of the ECL to changes in these elements.

6. 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.

6.1 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.

6.2 Receivables

Receivables are initially recognised when they are originated. A receivable without a significant financing
component is initially measured at the transaction price (which is equivalent of the fair value) 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.

6.3  Financial assets and liabilities
On initial recognition, on initial recognition, a financial asset is measured at its fair value and classified

at amortized cost, fair value through other comprehensive income (“FVOCI”) or fair value through profit
or loss (FVTPL).




ALAHLI US DOLLAR SUKUK FUND
(Managed by NCB Capital Company)

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

6. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

6.3  Financial assets and liabilities (continued)

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.

Financial asset at fair value through other comprehensive income (“FVOCI”)
A financial asset is measured at fair value through 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 measured 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;

o 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- for example, 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.
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ALAHLI US DOLLAR SUKUK FUND
(Managed by NCB Capital Company)

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

6. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

6.3  Financial assets and liabilities (continued)

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.

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. Interest or ‘Commission’ 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 commission, 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.

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 allowance is based on the ECLs associated with the probability of default
in the next twelve months unless there has been a significant increase in credit risk since origination.

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 ‘Realized and unrealized gain /
(loss) on FVTPL investments’ in the statement of comprehensive income.

11



ALAHLI US DOLLAR SUKUK FUND
(Managed by NCB Capital Company)

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

6. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

6.3  Financial assets and liabilities (continued)

FVOCI debt instruments are subsequently measured at fair value with gains and losses arising due to
changes in fair value recognized in OCI. Interest income and foreign exchange gains and losses are
recognized in profit or loss.

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 the effective interest / commission method of any difference between that
initial amount and the maturity amount and, for financial assets, adjusted for any loss allowance.

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 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 them 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.

6.4 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.

12



ALAHLI US DOLLAR SUKUK FUND
(Managed by NCB Capital Company)

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

6. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

6.5  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.

6.6  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 apart from the contractual obligation for the Fund to repurchase or redeem the instrument for
cash or another financial asset, the instrument does not include any other features that would
require classification as a liability; and

o 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.

6.7 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.

6.8 Management fee expense

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

6.9 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.

13



ALAHLI US DOLLAR SUKUK FUND
(Managed by NCB Capital Company)

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

6. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

6.10 Special commission income and expense

Special commission income and expense presented in the statement of comprehensive income comprise
commission on financial assets and financial liabilities measured at amortized cost calculated on an effective
interest / commission basis.

The ‘effective interest / commission rate’ is the rate that exactly discounts the estimated future cash
payments and receipts through the expected life of the financial instrument:

* to the carrying amount of the financial assets; or

* the amortised cost of the financial liability.

In calculating special commission income and expense, the effective interest / commission rate is applied
to the gross carrying amount of the asset (when the assets are not credit impaired) or to the amortised cost
of the liability. However, for financial assets that have become credit-impaired subsequent to initial
recognition, special commission income is calculated by applying the effective interest / commission rate
to the amortized cost of the financial asset. If the asset is no longer credit-impaired, then the calculation of
special commission income reverts to the gross basis.

6.11 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

6.12 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 Sfollowing 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 1AS 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.

14



ALAHLI US DOLLAR SUKUK FUND
(Managed by NCB Capital Company)

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

6.12  Standards issued but not yet effective (Continued)

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.

7. CASH AND CASH EQUIVALENTS
These comprises of balances held with a local Bank having a sound credit rating.

8. INVESTMENTS

31 December 31 December

Ref 2020 2019

Investments - FVTPL i) 3,216 1,938
Investments - FVOCI

ii) 13,791 14,703

17,007 16,641

i) INVESTMENTS MEASURED AT FAIR VALUE THROUGH PROFIT OR LOSS

Investments measured at FVTPL comprising:

31 December 31 December
2020 2019

Units of AlAhli Diversified US Dollar Trade Fund — a related party 3,216 1,938

ii) INVESTMENTS MEASURED AT FAIR VALUE THROUGH OTHER COMPREHENSIVE
INCOME

Investments measured at fair value through other comprehensive income under IFRS 9 comprising:

31 December 31 December

2020 2019
Investments in Sukuks 13,791 14,713
Less: Provision for expected credit loss - (10)
Net Investments in Sukuks 13,791 14,703
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ALAHLI US DOLLAR SUKUK FUND
(Managed by NCB Capital Company)

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

9. UNITS TRANSACTIONS

Transactions in units during the year are summarized as follows:

Units at the beginning of the year

Units sold
Units redeemed

Net decrease in units during the year

Units at the end of the year

For the year ended 31

December

2020 2019

Units’ 000  Units’ 000

14,252 15,236

1,142 637

(1,652) (1,621)

(510) (984)

13,742 14,252

As at 31 December 2020, the top 5 unitholders (2019: top 5) represented 72.50% (2019: 66.41%) of the

Fund’s units.

10. RECONCILIATION OF CHANGE IN EQUITY

As per the requirements of CMA circular dated 31 December 2017, the Fund calculates provision for
impairment in respect of debt investments measured at amortised cost using the incurred loss model,
whereas IFRS 9 requires provisions to be measured using the Expected Credit Loss (ECL) method. This
has resulted in a difference between equity calculated as per the CMA circular (“trading equity”) and as
per requirements of IFRS 9 (“reported equity”’). The Fund’s units in issue are classified as equity in
accordance with IAS 32, and therefore equate to the residual value of the Fund. The following table
shows the reconciliation between the Fund’s reported equity and trading equity:

Reported equity of the Fund
Add: Provision for expected credit losses

Less: Provision for incurred credit losses
Traded equity of the Fund

Number of units in issue

Traded equity per unit of the Fund

31 31
December December
2020 2019

17,049 16,723

- 10
17,049 16,733
17,049 16,733
13,742 14,252
1.2406 1.1741
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(Managed by NCB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
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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
National Commercial Bank (NCB) Shareholder of Fund Manager
NCB Capital Company (NCBC) 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 0.75% 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 except for custody fess, which is borne by the Fund Manager.

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
As at 31 As at 31
December  December
Related party Nature of Transaction 2020 2019 2020 2019
NCB Capital Management fee 127 129 - --
Company
Expenses paid on behalf of
the fund 45 37 - -
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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 views the United States Dollars as its functional currency.

The Fund's financial assets and liabilities are denominated in U.S. Dollar and Saudi Arabian Riyals. As
the Saudi Arabian Riyal is pegged against the U.S. Dollar, there is unlikely to be any material impact on
the statement of comprehensive income in respect of the financial instruments denominated in Saudi
Arabian Riyal.

b)  Commission rate risk

Commission rate risk is the risk that the value of the future cash flows of a financial instrument or fair
values of fixed coupon financial instruments will fluctuate due to changes in market commission rates.

Currently all investments of the Fund are in Murabaha deposits and Sukuks which carry fixed commission
rate. Since these investments are classified as FVOCI, any changes in the market rates would not have
any impact on the net income and the net asset value of the Fund.

¢)  Pricerisk

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 mutual funds.

The effect on the equity (as a result of the change in the fair value of investments) due to a reasonably
possible change in equity of the equities, with all other variables held constants is as follows:
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12. FINANCIAL RISK MANAGEMENT (CONTINUED)

12.1Financial risk factors (continued)

31 December 2020 31 December 2019
Effect on equity +10% 322 +10% 194

12.1.2 Credit risk

The Fund is exposed to credit risk, which is the risk that one party to a financial instrument will cause a
financial loss for the other party by failing to discharge an obligation. The Fund is exposed to credit risk
for its investment portfolio, receivables and bank balances.

It is the Fund’s policy to enter into financial instrument contracts with reputable counterparties. The Fund
seeks to limit its credit risk by monitoring credit exposures, limiting transactions with specific
counterparties and continually assessing the creditworthiness of counterparties.

a) The General Approach (under ECL)

The Fund recognizes loss allowances for ECL on the financial assets that are debt instruments that are
not measured at FVTPL.

The Fund measures loss allowances at an amount equal to lifetime ECL, except for the following, for
which they are measured as 12-month ECL:

e debt investment securities that are determined to have low credit risk at the reporting date; and
e other financial instruments on which credit risk has not increased significantly since their initial
recognition.

The Fund considers a debt security to have low credit risk when their credit risk rating is equivalent to
the globally understood definition of 'investment grade'.

12-month ECL are the portion of ECL that result from default events on a financial instrument that are
possible within the 12 months after the reporting date.

The key inputs into the measurement of ECL are the term structure of the following variables:
e Probability of default (PD)

e Loss given default (LGD)

e Exposure at default (EAD)

The Fund categorizes its financial assets into following three stages in accordance with the IFRS-9
methodology:

e Stage 1 —financial assets that are not significantly deteriorated in credit quality since origination. The
impairment allowance is recorded based on 12 months Probability of Default (PD).

e Stage 2 — financial assets that has significantly deteriorated in credit quality since origination. The
impairment allowance is recorded based on lifetime ECL. The impairment allowance is recorded
based on life time PD.
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12. FINANCIAL RISK MANAGEMENT (CONTINUED)

12.1Financial risk factors (continued)

12.1.2 Credit risk (continued)

e Stage 3 — for financial assets that are impaired, the Fund recognizes the impairment allowance based
on life time PD.

The Fund also considers the forward-looking information in its assessment of significant deterioration in
credit risk since origination as well as the measurement of ECLs.

b) Expected credit loss measurement

ECL represent probability-weighted estimates of credit losses. These are measured as follows:

e financial assets that are not credit-impaired at the reporting date: as the present value of all cash
shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the contract
and the cash flows that the Fund expects to receive);

o financial assets that are credit-impaired at the reporting date: as the difference between the gross
carrying amount and the present value of estimated future cash flows.

The table below shows the financial instruments subject to impairment.

Asat31
As at 31 December 2020 December 2019

Stage 1 Stage 2 Stage 3

12-month  Lifetime Lifetime
ECL ECL ECL Total Total

Investments measured at

FVTOCI 13,054 737 -- 13,791 14,713
Expected credit loss allowance - - - - (10)
13,054 737 -- 13,791 14,703

The Fund Manager reviews credit concentration of the investment portfolio based on counterparties. The
credit quality of the financial assets is managed using the ratings from reputable credit ratings agencies.
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12. FINANCIAL RISK MANAGEMENT (CONTINUED)

12.1Financial risk factors (continued)

12.1.2 Credit risk (continued)

As at 31 December 2020, and 31 December 2019, the Fund has investments with the following credit
quality:

Credit ratings In percentage of investments

31 December 31 December
2020 2019
A+ 2% 2%
A 16% 11%
A- 25% 28%
AA -- 4%
B -- 1%
B+ -- 11%
BB+ 4% --
BBB+ 7% 7%
BBB 30% 29%
BBB- 16% 7%
100% 100%

c) Expected credit loss measurement

Allowance for expected credit loss

Investment measured at amortised cost — Sukuks

The following table explains the changes in the loss allowance of Sukuks carried at amortised cost:

Stage 1 Stage 2 Stage 3
12-month Lifetime Lifetime- credit
ECL ECL  impaired ECL Total
Expected credit loss as at 1 January 2020 5 5 -- 10
Net change in financial asset Q) 5) -- (10)
Expected credit loss as at 31 December
2020 — — - —

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 Monday and
Wednesday provided they are Saudi Business days 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 facilities obtained by
the Fund Manager.
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12 FINANCIAL RISK MANAGEMENT (CONTINUED)

12.1  Financial risk factors (continued)

The contractual maturity profile of the assets are as follows:

Upto6 6 months 1-3 3-5 OverS5 Nofixed
months -1 year years years years maturity Total
Cash and cash
equivalents -- -- -- -- -- 35 35
Investment in
Sukuks -- -- 1,681 2,263 9,847 - 13,791
Receivables 7 - - - - - 7
Investment in
Diversified US
Dollar Trade Fund -- -- -- -- -- 3,216 3,216
31 December 2020 7 - 1,681 2,263 9,847 3,251 17,049
31 December 2019 810 -- 2,901 3,295 7,707 2,032 16,745

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 so as 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

= appropriate segregation of duties between various functions, roles and responsibilities;

= reconciliation and monitoring of transactions; and
= 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.
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12. FINANCIAL RISK MANAGEMENT (CONTINUED)

12.1 Financial risk factors (continued)

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.

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 23 Sha’ban 1442H Corresponding to
5 April 2021.
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