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A) Investment Fund Information

it Gadive loglas (I

1) Name of the Investment Fund
Al Razeen USD Liquidity Fund

2) Investment Objectives and Policies

e  Fund’s Objectives:
The Fund aims to achieve liquidity and capital growth
through investments in short term Money Market
Instruments and long term investments such as Sukuk,
bonds and structured products denominated in SAR
and/or USD. The Fund will also invest in other CMA
licensed public investment funds that have similar
objectives and risks.

¢ Investment Policies and Practices:
The Fund invests mainly in short term Money Market
Instruments and long term investments such as Sukuk,
bonds and structured products denominated in SAR
and/or USD. The Fund will also invest in other CMA
licensed public investment funds that have similar
objectives and risks.

3) Distribution of Income & Gain Policy

The Fund will not make any distributions to unitholders.

Instead, capital gains and cash dividends will be reinvested

in the Fund which will be reflected in and improve the value

and units of the Fund.

4) The fund’s reports are available upon request free of
charge.

5) The fund’s benchmark and the service provider’s
website (if any)

US LIBOR 1-month Index. A daily reference rate published by

the Intercontinental Exchange (ICE).
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B) Fund Performance Bl slol (&

1) A comparative table covering the last three financial

¢l on g /8 A3Y1 G Adlal il giuad! Jas &ylie o> (1

years/or since inception, highlighting: o9
Year 2021 2020 2019 A
NAV* 22,142,005 17,701,441 31,528,836 *G9iuall dyyoi dosd Jlo
NAV per Unit* 27.58 27.43 27.21 *8u>9 JSU Bgeiuall Jgaol dad Lo
Highest Price per Unit* 27.58 27.44 27.22 *80>9 yauw el
Lowest Price per Unit * 27.45 27.22 26.73 *5a>9 yaw JBI
Number of Units 804,645 645,428 1,158,839 Old>gll sue
Income Distribution Per Unit N/A N/A N/A B9 USJ dsjgall b)Y desd
Fees & Expense Ratio 0.38% 0.06% 0.17% SBg naslly pguoyl dund
Percentage of borrowed assets from dagd oz oo Ao el Jguo! daud
the total asset value, the period of their N/A N/A N/A Eby WL Bdey  «Jgud

exposure period and due date (if any)

(w9 O)) lgdlaotul

*In USD

2) A performance record that covers the following:

a. The total return for the fund compared to the
benchmark for 1 year, 3 years, 5 years and since

Sl Yl *

i b das olol Yo (2
By dwd 5L djlie Ggdwall JLezYl Wlall

:W‘L‘m .:U.a_g Olgiuw e (O giuw S

inception:
Period Since |I'3f:€l??l0n 5 Ye:a\rs ?: Yt?ars 1.\.(ear )
ww‘ Lo Olgiw 5 Olgiw 3 dow
Return % 175.77 5.97 3.15 0.48 % B9duall Lile
Benchmark % 118.91 6.31 2.98 0.16 % s §oll L3l

b. The annual total return for the fund compared to
the benchmark for the last 10 years/ or since

roual) Aigalb dylie (@guiuall Syl Jl.oa-}ﬂ Sl o
:W‘L’UI JJ.agi /& ledl Ol g

inception:
Year 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012 Al
Return % 048 08 179 158 109 123 039 021 045 1.03 % B9wuall Sile
Benchmark % 0.16 052 225 203 112 049 020 0.16 019 0.24 % yogall Lile
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3)
1.

C.

Actual fees and fund expenses paid by the
investment fund during the year as a percentage
of average Net Asset Value:

ood &I Ol WYgeally Wlodsdl  (Jlie .z

QUe Lwgin (o ighe dauiS plall Hlie (Je Ggliall
139uall J gl doud

Fees and Expenses Vs i Al g nacdly pguyll
usD ‘000 % Logiall
Management Fees* 42 0.20% *5ylay1 oolas]
VAT on Management Fees 6 0.03% 8ylaYl ol e ddLaall dasdll dup
Custodian Fees 14 0.06% Lol pgu)
Auditor Fees 13 0.06% Sblusdl gzl Ol
Fund Admin Expenses 0 0.00% 4loYl Oldeal Caylan
CMA Fees 2 0.01% LI gl i o gen)
Tadawul Fees 1 0.00% J9l 850 (de Badisall Siloglan 45 pow)
Shariah Committee Fees 0 0.00% e 2l il Olous Gl
f N0 ety il
Total Fees and Expenses 82 0.38% “aylaclly pgwwyl ggocme

*The fund management fee is 0.50% of NAV, and it
reduced temporarily to 0.20% of NAV.

Material Changes

Economic Outlook:

The U.S Federal Open Market Committee (FOMC)
maintained its’ target FFR stable at a range of 0%
to 0.25% in 2021, and continued to use QE to
support credit and economic recovery throughout
the year until November when it officially
announced tapering its monthly asset purchase
program, then doubling the pace of its monthly
asset purchase reduction in December amid
improving labor markets and inflationary pressures
to end expectedly by March of 2022.

The Tapering along with higher market expectation
of rate hikes in the upcoming year has resulted in
an upward shift in the U.S treasury yield curve with
shorter-term yields increasing faster compared to
longer-term bond yields attributed to concerns
related to policy tightening and its impact on the
economy; 5-Year treasury notes yield increased by
90 Bps (from 0.36% to 1.26%), 10-Year treasury
notes yield increased by 60 Bps (from 0.91% to
1.51%), while the 30-Year treasury bonds vyield
increased by 26 Bps (from 1.64% to 1.90%).

s 039 cJsuodl dad Blo (3o %0.50 Gguall Blo] lasi*
.G9uall Ugol dasd Ble e %0.20 J) U350
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@nl}).g ‘nLA.xZ_wb O ol LAS“BZOZJ. JIM3%0.259 %0
&> el Hle e 2baiddly ol eel) (oS ]
ey as ol sl aliyy padds o Cu pedgh o
O G poand (3 il Bpig dacliae o (o9
o> el (pid esuadl glasly Aladl Yaae
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905 e adgiall LBy Luadl duslead! dyiidy dalate
Dhiey Wlgius 51 Azl Ol Jle xad)) LS Calaid)l
SBle adhly ¢ (%1.26 J] %0.36 (o) ele dais 90
30) poll dlais 60 Hldiey Olgiuw 10 &3l Ol
J sl Ol Wle 1)l w3 ¢ (%1.51 J] %0.91
(%1.90 J] %1.64 o) ool dads 26 jlude bie 30
iae de (ble) Gogaudl (§3550)l clidl Ladl>
Joaey (owSadl g0y)l) (eSlaadl el &l Bale) eoldlas!
UM (Sgimedl s i (sy)l) sladl Bale] ealdlas)
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4)

- The Saudi Central bank (SAMA) maintained its’
policy rates in 2021, the Reverse Repo rate at
0.50%, and Repo rate at 1.00%. Support packages
and fiscal measures were also extended to
continue supporting private sector credit and
liquidity which reflected positively on the recovery
of Saudi economy during 2021.

- The Saudi Sovereign Sukuk yield curve has also
experienced an upwards shift in 2021; 5-year KSA
SAR Sukuk yield increased by 72 Bps (from 1.49%
to 2.22%). While Longer tenor 10-year KSA SAR
Sukuk yield increased by 28 Bps (from 2.62% to
2.90%).

- The Saudi Riyal Interbank Average Offered Rate
(SAIBOR) increased in 2021; 3-Month SAIBOR
increasing by 9 Bps to 0.91%, 6-Month SAIBOR
increasing by 11 Bps to 0.98%, and 12-Month
SAIBOR increasing by 12 Bps to 1.06%.

- Total gross Saudi Sovereign debt issuances during
2021 amounted to SAR 125 bin - in line with the
2021 borrowing plan- increasing the outstanding
debt portfolio to reach approximately SAR 938 bin
by year-end equivalent to 29% of the kingdoms’
GDP, and estimated to remain at those levels by
end of 2022 given stabilizing economic conditions
and budget balance.

- Brent crude oil price increased from an average of
$41.6 per barrel in 2020 to $70.9 per barrel in
2021, attributed to a faster pick-up in demand
compared to supply levels due to the recovery and
reopening of major economies, rising vaccination
levels, loosening restrictions and precautionary
measures.

The Capital Market Authority has approved the merger

of Samba Capital & Investment Management Company

(“Samba Capital”) into NCB Capital by way of a

statutory merger, which will result in all of the rights

and obligations of Samba Capital being transferred to

NCB Capital (the "Merger"), the Merger has been

effective on 29/11/1442H, corresponding to

09/07/2021G. As a result, NCB Capital replaced Samba

Capital as the manager of the Fund. Therefore, the new

entity’s identity is changed to SNB Capital.

Exercising of Voting Rights

No voting rights were exercised during the year.

5)

a.

Fund Board Annual Report

Names of Fund Board Members

e Ali Abdulaziz Al Hawas - Chairman -
Dependent Member
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e  Feras Abdulrazaq Houhou - Dependent
Member

e Ammar Hasan Yasin Bakheet -
Independent member

e Abdulaziz Mohammed Al-Khorayef -
Independent member

b. A brief about of the fund board members'

qualifications

Ali Al Hawas: Executive Vice President, and Head of
Global Markets at Saudi National Bank. He joined
Samba in 2008 and has over 24 years of Treasury
business experience. He is member of Bank’s Asset
Liability Management Committee and responsible of
managing the business under Samba Global Markets
Ltd platform. He holds a diploma certificate from ACI
University.

Feras Houhou: Heads SNB Capital's Legal and
Governance Division and the Sectary of the Board. In
March 2015, Feras joined the Legal Division besides
his role as a Board Secretary. His expertise covers a
wide range of tasks such as working on various Equity
Capital Market and Debt Capital Market transactions
and handling all litigations in which the Company is
involved. He also has worked extensively in Merger &
Acquisition and all sorts of investment funds locally
and internationally. His role in these transactions
included negotiations, drafting and execution of its
relevant agreements, documents and structure. Prior
to joining SNB Capital, Feras worked at the Legal
Division in the Capital Market Authority where he
participated in drafting many of the Capital Market
Regulations and advised in many policy matters. Mr.
Feras holds an LLM specialized in Securities and
Financial Regulations from Georgetown Law School
and a law degree from King Abdulaziz University. He
was appointed in July 2021 as member of the Middle
East & North Africa (MENA) advisory Board at
Georgetown Law Centre.

Ammar Bakheet: He has more than 27 years of
experience in the financial sector. Specialized in
business establishment in the financial sector,
strategy development, securing regulatory and
legislative approvals, building of the operational
infrastructure, and building the administrative teams
to run such businesses. The founding partner and
CEO of Mnasah Digital Platform a technical financial
company specialized in operating and running of a
digital platform specialized in financing of small and
Medium-sized enterprises (SMEs) Kingdome of Saudi
Arabia (2017-Present). Head of asset management &
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product development - Audi capital 2007-2017 .
Establishment of the Investment Division at RAKBank
(Dubai) (2003 -2006). Working at Samba Capital as
Saudi Equity Funds manager (1998-2002). Co-
founding Bakheet Investment Company (1993-
1998).

Abdulaziz Al-Khorayef: The CEO of Al-Khorayef
Group, lawyers and consultants. Also, A lawyer and
legal consultant. A consultant at His Highness, the
Minister of Defence office, and at various Banks in
Saudi Arabia. Also, he is a board member in many
real-estate funds of several Capital Market
Institutions. He holds a Bachelor's degree in Sharia,
Imam Muhammed Bin Saud Isalmic University,
Master's degree in International Business, Hull
University, the United Kingdome and Legal
Leadership in Corporate Counsel (LCC), Harvard
University. In addition to the Law Firm Partner as
Leader Programme, Cambridge University, the
United Kingdom.

Roles and responsibilities of the Fund Board

The responsibilities of the members of the fund

board shall include the following:

1. Approving material contracts, decisions and
reports involving the fund.

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

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

4. Meeting at least twice annually with the fund
manager’'s compliance committee or its
compliance officer to review the fund manager’s
compliance with all applicable rules, laws and
regulations.

5. Approving all changes stipulated in Articles (62)
and (63) of the Investment Funds Regulations
“IFRs” before the fund manager obtains the
approval or notification of the unitholders and
the Authority (as applicable).

6. Confirming the completeness and accuracy
(complete, clear, accurate, and not misleading),
and compliance with the IFRs, of the Terms and
Conditions and of any other document,
contractual or otherwise.

7. Ensuring that the fund manager carries out its
obligations in the best interests of the
unitholders, in accordance with the IFRs and the
Fund’s Terms and Conditions.
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8. Reviewing the report that includes assessment
of the performance and quality of services
provided by the parties involved in providing
significant services to the fund referred to in
Paragraph (l) of Article (9) of IFRs, in order to
ensure that the fund manager fulfils his
responsibilities in the interest of unitholders in
accordance with the Fund’s Terms and
Conditions and the provisions stipulated in IFRs.

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

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

11. Approving the appointment of the external
Auditor nominated by the Fund Manager.

12. Taking minutes of meetings that provide all
deliberations and facts of the meetings and the
decisions taken by the fund’s board of director.

13. Review the report containing all complaints and
the measures taken regarding them referred to
in Paragraph (m) of Article (9) of IFRs, in order to
ensure that the fund manager carries out his
responsibilities in a way that serves the interest
of unitholders in accordance with the Fund’s
Terms and Conditions and what contained in this
Regulation.

Remuneration of fund board members

Independent Board members shall be remunerated
by the Fund Manager in the case of attending two
meetings per year, being the minimum amount of
Board meetings, such remuneration to be paid to
each independent Board member from the Fund's
assets. It should be noted that this remuneration is
allocated from the total expenses paid to ten
conventional funds managed by the Fund Manager
for a total amount of SR 80,000 per year. The fees will
be allocated based on the percentage of the Fund’s
NAV to the aggregate net asset value of these
conventional funds. In addition, independent Board
members are compensated for travel allowances up
to a maximum of SAR 7,500 to be paid from the
Fund’s assets. Non-independent Board members
shall not be entitled to any remuneration from the
Fund Manager in consideration to their roles as
Board members of the Fund.
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A statement of any conflict or potential conflict of
interest between the interests of a fund board
member and the interests of the fund

The Fund Board is composed of certain employees of
the Fund Manager. However, the Fund Board
members have fiduciary duties to Unitholders and
will use their best efforts to resolve all conflicts by
exercising their good faith judgement. Furthermore,
Board members may hold Unit in the Fund, have a
banking relationship with companies in which their
shares are acquired, sold or maintained by the Fund
or on its behalf, or with which the Fund has murabha
deals. However, if any conflict of interests arises,
such conflict shall be communicated to the Fund
Board for approval in which case the conflicted Board
member shall not be entitled to vote on any
resolution taken by the Fund Board in respect of
which the conflicted Board member has any direct or
indirect interest.

A statement showing all the funds boards that the
relevant board member is participating in
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Fund’s/ Member’s Name oadlie s oolyd pr gl [ Bawiuall el
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Abdulaziz  Ammar Feras Ali Al

AlKhorayef Bakheet Houhou Hawas
SNB Capital Corporates v v v V4 Gl 2 4Sal 91@51\ B9diue
Sukuk Fund
SNB Capital Real Estate v Sl Lol Ggiue
Fund

g. Topics discussed and issued resolutions, as well as
the fund performance and fund achievement of its
objectives
The Fund's Board of Directors held two meetings
during 2021. 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, and operational risks.

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

C) Fund Manager

1) Name and address of the Fund Manager

SNB Capital Company

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

Website: www.alahlicapital.com

2) Names and addresses of Sub-Manager / Investment

Adviser
None.

3) Investment Activities during the period

- During 2021, given the funds’ investment objectives its’
strategy continued to be conservative, focusing primarily
on Murabaha placements with local banks and
investment-grade GCC Counterparties.

- The liquidity and maturity profile was managed in a way
that enabled it to take advantage of periods of higher
rates on deposits, and retaining its short- medium term
maturity profile within the fund’s guidelines and CMA
regulations.

4) Performance
0.48%
0.16%

The fund out the benchmark by 32 bps.

Fund Performance
Benchmark Performance
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5) Terms & Conditions Material Changes

1. Change in the membership of the Fund’s Board of
Directors in appointing of Mr. Feras Houhou.

2. Non-fundamental Changes: Update Fund Manager
Information, Update the info of Fund Manager Board of
Directors — the members’ bio and their memberships,
Update Fund Manger’s Financial Result, Delete the point
regarding Saving Program, and Amend the point
regarding Management Fees and its calculation (1/365
days).

6) Any other information that would enable unitholders
to make an informed judgment about the fund’s
activities during the period

None.

7) Investments in other Investment Funds

The fund management fee is 0.50% of NAV, and it reduced
temporarily to 0.20% of NAV. Also, management fees
charged by investments in the following funds have been
rebated:

- SNB Capital International Trade Fund.

8) Special commission received by the fund manager
during the period

No special commissions were received during the period.

9) Any other data and other information required by
Investment Fund Regulations to be included in this
report
a. Conflict of Interests

There is no conflict of interests.

b. Fund Distribution During The Year
No income or dividends will be distributed to
Unitholders.

c. Incorrect Valuation or Pricing

None.

d. Investment Limitation Breaches
None.
10) Period for the management of the person registered

as fund manager
Since August —2021.
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11) A disclosure of the expense ratio of each underlying
fund at end of year and the weighted average expense
ratio of all underlying funds that invested in (where
applicable)

As shown in the sub-paragraph (7) of paragraph (C) in this

Annual Report.

D) Custodian

1) Name and address of custodian

HSBC Saudi Arabia

Olaya, P.0O. Box 2255, Riyadh 12283, Saudi Arabia
Tel: +966920005920

Website: www.hsbcsaudi.com

2) Custodian’s duties and responsibilities

- Notwithstanding the delegation by a custodian to one or
more third parties under the provisions of Investment
Funds Regulations or the Capital Market Institutions
Regulations, the custodian shall remain fully responsible
for compliance with its responsibilities in accordance to
the provisions of Investment Funds Regulations.

- The custodian shall be held responsible to the fund
manager and unitholders 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.

E) Fund Operator

1) Name and address of fund operator

SNB Capital Company

King Saud Road, P.O. Box 22216, Riyadh 11495,
Saudi Arabia

Tel: +966 920000232

Website: www.alahlicapital.com

2) Operator’s duties and responsibilities

- Inrelation to investment funds, the fund operator shall
be responsible for operating the investment fund.

- The fund operator must maintain the books and records
related to the operation of the fund it operates.

- The fund operator must establish a register of

unitholders and must maintain it in the Kingdom in

accordance to the Investment Funds Regulations.
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- The fund operator shall be responsible for the process of
dividends distribution (if available) to unitholders.
must for

- The fund operator process

subscriptions or redemption according to the fund’s

requests

Terms & Conditions.

- Thefund operator shall be responsible for calculating the
price of the units and valuing the assets of the fund. In so
doing, the fund operator shall conduct a full and fair
valuation according to the fund’s Terms & Conditions.

F) Auditor

Name and Address of Auditor

PricewaterhouseCoopers (PWC)

Kingdom Tower — 21st Floor, P.O. Box 8282, Riyadh 11482,
Kingdom of Saudi Arabia

Tel: 4966112110400

Website: www.pwc.com

G) Financial Statements

As shown below in the financial statements section.
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Independent auditor’s report to the unitholders and the Fund
Manager of US Dollar Liquidity Fund (Al Razeen — USD)

Reporton the audit of the financial statements

Our opinion

In ouropinion, thefinancial statements present fairly,in all material respects, the financial position of
US Dollar Liquidity Fund (Al Razeen - USD) (the “Fund”) as at December 31, 2021, and its financial
performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards, that are endorsed in the Kingdom of Saudi Arabia, and other standards and
pronouncements issued by the Saudi Organization for Chartered and Professional Accountants
(“SOCPA”).

Whatwehave audited
The Fund’s financial statements comprise:

the statement of financial position asat December 31, 2021;

the statement of comprehensive income forthe yearthenended,;

the statement of changesin equity attributable to unitholders for the yearthen ended,;

the statement of cashflowsforthe yearthen ended; and

the notes to the financial statements, which include significant accounting policies and other
explanatoryinformation.

Basis for opinion

We conducted our auditin accordance with International Standards on Auditing, thatare 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 sectionof ourreport.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
ouropinion.

Independence

We are independent of the Fund in accordance with the code of professional conduct and ethics,
endorsedin 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.

Responsibilities of the Fund Manager and those charged with governance for the
financial statements

The Fund Manager is responsible for the preparation and fair presentation of the financial statements
in accordance with International Financial Reporting Standards, that are endorsed in the Kingdom of
Saudi Arabiaand other standards and pronouncements issued by SOCPA, and the applicable provisions
of the Investment Fund Regulations issued by the Capital Market Authority, and the Fund’s terms and
conditions and the Information Memorandum, and for such internal control as the Fund Manager
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether dueto fraud orerror.

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
ceaseoperations, orhas norealisticalternative butto do so.

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

- PricewaterhouseCoopers, License No. 25,
Kingdom Tower, P.O. Box 8282, Riyadh 11482, Kingdom of Saudi Arabia
T: +966 (11) 211-0400, F: +966 (11) 211-0401, www.pwc.com/middle-east
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Independent auditor’s report to the unitholders and the Fund
Manager of US Dollar Liquidity Fund (Al Razeen - USD)
(continued)

Auditor’s responsibilities for the audit of the financial statements

Ourobjectivesareto obtainreasonable 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 assuranceis 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 SaudiArabia, willalways detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonablybe expected to influence the economic decisions of users taken on the basis of these financial
statements.

As part of an audit in accordance with International Standards on Auditing, that are endorsed in the
Kingdom of Saudi Arabia, we exercise professional judgment and maintain professional 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
detectinga material misstatement resulting from fraud is higher than for one resulting from error,
as fraud mayinvolve collusion, forgery, intentional omissions, misre presentations, 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 Manager’sinternal control.

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

e Concludeon the appropriateness of Fund Manager’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty existsrelated to events
or conditions that may cast significant doubt on the Fund’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to drawattention 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 auditevidence obtained up to the date of
ourauditor’s report. However, future events or conditions may cause the Fund to cease to continue
as a going concern.

e Evaluatetheoverall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements re present the underlying transactions and events
in amannerthatachievesfair 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 controlthat weidentify duringour audit.

Pricewa eCoopers

QL&)_;
> 9 o
. { D4yl il ¥ N
fa M; s
VP e o
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CERTIFIED PUBLIC ACCOUNTS
LICENSE K0.25
C.R.1010371622

BaderI. Benmohareb
License Number 471

March 31, 2022
(Sha’aban28, 1443H)



US Dollar Liquidity Fund (Al Razeen - USD)

STATEMENT OF FINANCIAL POSITION
As at December 31, 2021 and 2020

Notes
ASSETS
Cash at bank 8
Investments measured at amortised cost 4
Investments at Fair Value through Income Statement (FVIS) 5
Other receivables
TOTAL ASSETS
LIABILITIES
Management fee payable 5
Other liabilities
TOTAL LIABILITIES
EQUITY ATTRIBUTABLE TO UNITHOLDERS
Units in issue
Per unit value 6

2021 2020

usD usbD
64,268 396,800
20,146,456 17,351,997
2,002,988 -
3,004 -
22,216,716 17,748,797
12,648 17,024
16,668 30,332
29,316 47,356
22,187,400 17,701,441
804,645 645,428
UsD 27.57 USD 27.43

The accompanying notes 1 to 13 form an integral part of these financial statements.




US Dollar Liquidity Fund (Al Razeen - USD)
STATEMENT OF COMPREHENSIVE INCOME
For the Year Ended December 31, 2021 and 2020
2021 2020

Notes uUsD usb
INVESTMENT INCOME
Special commission income 141,540 313,197
Gain on FVIS investment, net 6,488 -
Other income 3,576 -
TOTAL INCOME 151,604 313,197
EXPENSES
Management fee 5 48,100 111,836
Others 6,566 10,870
Reversal of loss allowance 9 (10,511) (1,475)
TOTAL EXPENSES 44,155 121,231
NET INCOME FOR THE YEAR 107,449 191,966
Other comprehensive income - -
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 107,449 191,966

The accompanying notes 1 to 13 form an integral part of these financial statements.




US Dollar Liquidity Fund (Al Razeen - USD)

STATEMENT OF CHANGES IN EQUITY ATTRIBUTABLE TO UNITHOLDERS
For the Year Ended December 31, 2021 and 2020

EQUITY AT THE BEGINNING OF THE YEAR

CHANGES FROM OPERATIONS
Total comprehensive income for the year

CHANGES FROM UNIT TRANSACTIONS
Proceeds from units sold
Value of units redeemed

Net change from unit transactions

EQUITY AT THE END OF THE YEAR

UNIT TRANSACTIONS

Transactions in units for the year are summarised as follows:

UNITS AT THE BEGINNING OF THE YEAR

Units sold
Units redeemed

Net change in units

UNITS AT THE END OF THE YEAR

2021 2020

usD usD
17,701,441 31,528,836
107,449 191,966
7,405,348 2,009,846

(3,026,838) (16,029,207)

4,378,510 (14,019,361)
22,187,400 17,701,441
2021 2020

Units Units
645,428 1,158,839
269,117 73,505

(109,900) (586,916)

159,217 (513,411)
804,645 645,428

The accompanying notes 1 to 13 form an integral part of these financial statements.




US Dollar Liquidity Fund (Al Razeen - USD)

STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2021 and 2020

Notes

OPERATING ACTIVITIES

Net income for the year
Adjustment for:

Reversal of loss allowance
Unrealised gain on FVIS investments

Changes in operating assets and liabilities:
Investments measured at amortised cost
Investment at FVIS
Other receivables
Management fee payable
Other liabilities

Net cash (used in) / generated from operating activities
FINANCING ACTIVITIES

Proceeds from units sold

Value of units redeemed

Net cash used in financing activities

NET CHANGE 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

2021 2020
usD usb
107,449 191,966
(10,511) (1,475)

(2,691)

94,247 190,491
(1,986,097) 6,410,553
(2,000,297) -

(3,004) -

(4,376) (25,786)

(13,664) (12,264)
(3,913,191) 6,562,994
7,405,348 2,009,846
(3,026,838) (16,029,207)
4,378,510 (14,019,361)
465,319 (7,456,367)
8,600,116 16,056,483
9,065,435 8,600,116

The accompanying notes 1 to 13 form an integral part of these financial statements.




US Dollar Liquidity Fund (Al Razeen - USD)

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2021 and 2020

1 GENERAL

US Dollar Liquidity Fund (Al Razeen — USD) (the “Fund”) is an open-ended investment fund designed for investors
seeking liquidity and capital appreciation. The assets of the Fund are invested in money market instruments. All
income is reinvested in the Fund and reflected in the unit price.

The Capital Market Authority (the “CMA”) on May 31, 2021 has approved the merger of Samba Capital and
Investment Management Company (“Samba Capital”) into NCB Capital by way of a statutory merger, which will
result in all of the rights and obligations of Samba Capital being transferred to NCB Capital. On July 9, 2021, upon
the completion of the merger, Samba Capital ceased to exist as a legal entity and NCB Capital continued to exist as
the successor legal entity. As a result, NCB Capital replaced Samba Capital as the manager of the Fund and the
Fund'’s terms and conditions were amended accordingly. English name of NCB Capital is amended to become SNB
Capital (the “Fund Manager” or “Manager”).

The Fund is managed by Fund Manager, a wholly owned subsidiary of Saudi National Bank (the “Bank”).
2 REGULATING AUTHORITY

The Fund is governed by the Investment Fund Regulations (the “Regulations”) published by the CMA in the Kingdom
of Saudi Arabia on 3 Dhul Hijja 1427H (corresponding to December 24, 2006) as amended by the resolution of the
CMA Board on 12 Rajab 1442H (corresponding to February 24, 2021).

3 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 periods presented, unless otherwise stated.

3.1 Basis of preparation

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 pronouncement issued
by the Saudi Organization for Chartered and Professional Accountants ("SOCPA").

Functional and presentation currency

Items included in these 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 Dollars
(“USD”) which is the Fund’s functional and presentation currency.

Accounting convention

These financial statements have been prepared on a historical cost convention method, except for the re-
measurement of investments held at fair value through statement of income (FVIS). Assets and liabilities are
presented in order of liquidity.

3.2 Use of estimates in the preparation of the financial statements

The preparation of financial statements in conformity with IFRS requires the use of estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of any contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Although these estimates are based on management’s best knowledge of current events and actions,
actual results ultimately may differ from those estimates.

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

A number of significant judgments are also required in applying the accounting requirements for measuring 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

. Establishing a group 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 9.1(c), which also sets out key sensitivities of the ECL to changes in these elements.



US Dollar Liquidity Fund (Al Razeen - USD)

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the Year Ended December 31, 2021 and 2020

3 SIGNIFICANT ACCOUNTING POLICIES (continued)
3.3 Foreign currencies

Transactions in foreign currencies are translated into US Dollars, which is the functional and presentation currency
of the Fund, at the rates of exchange prevailing at the date of the transaction. Assets and liabilities denominated in
foreign currencies at the statement of financial position date are translated at the rates of exchange ruling at that
date. Resulting exchange gains and losses, if any, are taken to the statement of comprehensive income.

34 Cash and cash equivalents

Cash and cash equivalents as referred to in the statement of cash flows comprise current accounts with banks and
money market placements with an original maturity of three months or less.

3.5 Financial instruments

3.5.1 Measurement methods

Initial recognition and measurement

Financial assets and financial liabilities are recognised when the Fund becomes a party to the contractual
provisions of the instrument. The Fund records investments in trade finance investments and Sukuks and bonds
on a ‘trade date’ basis.

At initial recognition, the Fund measures a financial asset or financial liability at its fair value plus or minus, in the
case of a financial asset or financial liability not at fair value through income statement (FVIS), transaction costs
that are incremental and directly attributable to the acquisition or issue of the financial asset or financial liability,
such as fees and commissions. Transaction costs of financial assets and financial liabilities carried at FVIS are
expensed in the statement of comprehensive income. Immediately after initial recognition, an ECL allowance is
recognised for financial assets measured at amortised cost, as described in Note 3.5.3, which results in an
accounting loss being recognised in the statement of comprehensive income when an asset is newly originated.
The financial liabilities are subsequently measured at amortised cost unless it has been designated at FVIS.

3.5.2 Classification and measurement of financial assets

The Fund classifies its financial assets at amortised cost. The classification requirements for debt instruments are
described below:

Debt instruments

Debt instruments are those instruments that meet the definition of a financial liability from the issuer’s
perspective, such as trade finance investments and Sukuks and bonds.

Classification and subsequent measurement of debt instruments depend on:
. The Fund’s business model for managing the asset; and
o The cash flow characteristics of the asset.

Based on these factors, the Fund classifies its debt instruments into the following measurement category:

Amortised cost: Assets that are held for collection of contractual cash flows where those cash flows represent
solely payments of principal and profit (SPPP), and that are not designated at FVIS, are measured at amortised
cost. The carrying amount of these assets is adjusted by any expected credit loss allowance recognised and
measured as described in Note 3.5.3. Profit earned from these financial assets is recognised in the statement of
comprehensive income using the effective commission rate method.

The business model reflects how the Fund manages the assets in order to generate cash flows. That is, whether
the Fund’s objective is solely to collect the contractual cash flows from the assets or is to collect both



US Dollar Liquidity Fund (Al Razeen - USD)

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the Year Ended December 31, 2021 and 2020

3 SIGNIFICANT ACCOUNTING POLICIES (continued)
3.5 Financial instruments (continued)

3.5.2 Classification and measurement of financial assets (continued)

the contractual cash flows and cash flows arising from the sale of assets. If neither of these is applicable (e.g.
financial assets are held for trading purposes), then the financial assets are classified as part of ‘other’ business
model and measured at FVIS. Securities held for trading are held principally for the purpose of selling in the near
term and for which there is evidence of a recent actual pattern of short-term profit-taking. These securities are
classified in ‘other’ business model and measured at FVIS.

Where the business model is to hold assets to collect contractual cash flows or to collect contractual cash flows
and sell, the Fund assesses whether the financial instruments’ cash flows represent solely payment of principal
and profit (the SPPP test). In making this assessment, the Fund considers whether the contractual cash flows are
consistent with a basic lending arrangement i.e. profit includes only consideration for the time value of resources,
credit risk, other basic lending risks and a profit margin that is consistent with a basic lending arrangement.
Where the contractual terms introduce exposure to risk or volatility that are inconsistent with a basic lending
arrangement, the related financial asset is classified and measured at FVIS.

The Fund reclassifies debt investments when and only when its business model for managing those assets
changes. The reclassification takes place from the start of the first reporting period following the change. Such
changes are expected to be very infrequent and none occurred during the period.

3.5.3 Impairment of financial assets

The Fund assesses on a forward-looking basis the ECL associated with its financial assets carried at amortised
cost. The Fund recognises a loss allowance for such losses at each reporting date. The measurement of ECL
reflects:

. An unbiased and probability-weighted amount that is determined by evaluating a range of possible
outcomes;

o The time value of resources; and

o Reasonable and supportable information that is available without undue cost or effort at the reporting

date about past events, current conditions and forecasts of future economic conditions.
Details of measuring the expected credit loss allowance is provided in Note 9.1(c).
3.5.4  De-recognition of financial instruments

A financial asset is derecognized, when the contractual rights to the cash flows from the financial asset expire or
the asset is transferred and the transfer qualifies for de-recognition. In instances where the Fund is assessed to
have transferred a financial asset, the asset is derecognized if the Fund has transferred substantially all the risks
and rewards of ownership. Where the Fund has neither transferred nor retained substantially all the risks and
rewards of ownership, the financial asset is derecognized only if the Fund has not retained control of the financial
asset. The Fund recognizes separately as assets or liabilities any rights and obligations created or retained in the
process.

A financial liability is derecognized only when it is extinguished, that is when the obligation specified in the
contract is either discharged, cancelled or expires.

3.6 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 currently has a legally enforceable right to set off the amounts and it
intends either to settle them on a net basis or to realise the asset and settle the liability simultaneously.

3.7 Accrued expenses and other payables

Accrued expenses and other payables are recognised initially at fair value and subsequently measured at
amortised cost.



US Dollar Liquidity Fund (Al Razeen - USD)

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the Year Ended December 31, 2021 and 2020

3 SIGNIFICANT ACCOUNTING POLICIES (continued)
3.8 Redeemable units

The net asset value i.e. equity of the Fund’s portfolio is determined on each Valuation Day. The unit price is
calculated by subtracting the liabilities from the total assets value, then dividing the equity by the number of
units outstanding on a Valuation Day.

The Fund classifies its redeemable units as an equity instrument, if the redeemable units have all of the following
features:

. It entitles the holder to a pro rata share of the Fund's net assets in the event of the Fund's liquidation.

. The instrument is in the class of instruments that is subordinate to all other classes of instruments.

. All financial instruments in the class of instruments that are subordinate to all other classes of instruments
have identical features.

. The instrument does not include any contractual obligation to deliver cash or another financial asset other
than the holder’s rights to a pro rata share of the Fund’s net assets.

. The total expected cash flows attributable to the instrument over the life of the instrument are based

substantially on the income statement, the change in the recognised net assets or the change in the fair
value of the recognised and unrecognised net assets of the Fund over the life of the instrument.

The Fund’s redeemable units meet the definition of puttable instruments classified as equity instruments under
IFRS and accordingly, are classified as equity instruments.

3.9 Zakat and income tax

Zakat and income tax is the obligation of the unitholders and is not provided for in the financial statements.

3.10 Provisions

Provisions are recognized when the Fund has a present obligation (legal or constructive) as a result of a past
event, it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation.

3.11 Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Fund and the
revenue can be reliably measured, regardless of when payment is being made. Revenue primarily consists of
special commission income which is recognised on an effective yield basis.

3.12 Accounting standards effective during the year

The International Accounting Standard Board (IASB) has issued the following amendments to accounting standards,
which were effective from January 1, 2021, but do not have any significant impact on the financial statements of
the Fund.

* Interest Rate Benchmark Reform — Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16).
e Amendments to IFRS 4 Insurance Contracts — deferral of IFRS 9

3.13 Accounting standards issued but not yet effective

The IASB has issued following accounting standards and amendments which are effective from periods on or after
January 1, 2022. The Fund has opted not to early adopt these pronouncements and they are not expected to have
a significant impact on the financial statements of the Fund.

e Reference to the Conceptual Framework (Amendments to IFRS 3).

e Onerous Contracts — Cost of Fulfilling a Contract (Amendments to IAS 37).

e Annual Improvements to IFRS Standards 2018-2020.

e  Property, Plant and Equipment — Proceeds before Intended Use (Amendments to IAS 16).
e  Classification of Liabilities as Current or Non-Current (Amendments to IAS 1).

e |FRS 17 Insurance Contracts

11



US Dollar Liquidity Fund (Al Razeen - USD)

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the Year Ended December 31, 2021 and 2020

4 INVESTMENTS MEASURED AT AMORTISED COST
2021 2020
usD usD
Money market placements with banks 20,148,993 17,365,045
Gross carrying value 20,148,993 17,365,045
Loss allowance (2,537) (13,048)
Net carrying value 20,146,456 17,351,997
Set out below are the maturity details of gross carrying value of investments:
2021 2020
usD usD
Maturity within 3 months 14,238,730 11,344,180
Maturity within 3 - 12 months 5,910,263 6,020,865
20,148,993 17,365,045
Revenue from the investments is as follows:
2021 2020
usD usD
Money market placements - Murabaha 141,540 289,865
Bonds - 23,332
141,540 313,197

5 TRANSACTIONS WITH RELATED PARTIES

Parties are considered to be related if one party has the ability to control the other party or exercise significant
influence over the other party in making financial or operational decisions. In the ordinary course of business,
the Fund transacts with the related parties. The principal related parties of the Fund are the Fund Manager, the
Bank and the Fund Board

The Fund records management fee payable to the Manager calculated at an annual rate of 0.50% (2020: 0.20%)
of the net asset value at each valuation date. The Bank acts as one of the Fund’s bankers, cash at bank includes
USD 5,459 (2020: USD 40,914 — Samba Financial Group) held with the Bank. FVIS investment includes investment
in SNB Capital International Trade Fund. Other expenses for the year include USD 4,287 (2020: USD 5,199)
towards the Fund Board remuneration.

10



US Dollar Liquidity Fund (Al Razeen - USD)

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the Year Ended December 31, 2021 and 2020

6 EFFECT ON EQUITY IF EXPECTED CREDIT LOSSES ARE NOT RECOGNIZED

In accordance with CMA circular no. 1/6/1872/17 dated 13 Rabi Al-Thani 1439H (corresponding to December 31,
2017), the CMA Board decided on 10 Rabi Al-Thani 1439H (corresponding to December 28, 2017) to restrict the
recording of expected credit losses calculated in accordance with IFRS 9 only for the purpose of the investment
fund’s financial statements. Adjustment of the unit price calculated according to the applicable financial
reporting framework alongside with the unit price calculated for the purpose of unit transactions is as set out
below:

i) Expected credit losses on financial assets as at December 31, 2021 is as set out below:

2021 2020

usD usD
Expected credit losses on financial assets 2,537 13,048
Units in issue 804,645 645,428
Per unit share of expected credit losses 0.00 0.02
ii) The equity, after incorporating expected credit losses as at December 31, 2021 is set out below:

2021 2020

usD usD
Equity per unit expected credit losses as per these financial statements 27.57 27.43
Per unit share of expected credit losses 0.00 0.02
Equity per unit before expected credit losses 27.57 27.45
7 FINANCIAL INSTRUMENTS BY CATEGORY

All financial assets and financial liabilities as at December 31, 2021 and 2020 were classified under amortised
cost category except for investments at FVIS which are classified as and measured at fair value.

8 CASH AND CASH EQUIVALENTS
2021 2020
usD usD
Money market placements with an original maturity of three
months or less 9,001,167 8,203,316
Cash at bank 64,268 396,800
9,065,435 8,600,116

9 RISK MANAGEMENT

The Manager has in place policies and procedures to identify risks affecting the Fund’s investments and to ensure
that such risks are addressed as soon as possible, which include conducting a risk assessment at least once a year.
The Manager also applies a prudent spread of risk while taking into consideration the Fund’s investment policies,
the Term and Conditions, and the Information Memorandum. Furthermore, the Manager makes every effort to
ensure that sufficient liquidity is available to meet any anticipated redemption request. The Board of the Fund plays
a role in ensuring that the Manager fulfils its responsibilities to the benefit of the Unitholders in accordance with
the provisions of the Investment Funds Regulations, the Terms and Conditions and the Information Memorandum.

11



US Dollar Liquidity Fund (Al Razeen - USD)

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the Year Ended December 31, 2021 and 2020

9 RISK MANAGEMENT (continued)
9.1 Financial risk factors

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

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

(a) Market risk
(i) Special commission rate risk
Special commission rate risk arises from the possibility that changes in market special commission rates will affect

future profitability or the fair value of the financial instruments.

As of the date of the statement of financial position, the Fund is not exposed to significant special commission rate
risk as the majority of its assets are fixed special commission bearing and the liabilities are non-commission bearing.

(ii) Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to a change in foreign exchange
rates. The Fund’s financial assets and liabilities are denominated in US Dollars and therefore the Fund is not exposed
to any currency risks.

(iii) Price risk

Price risk is the risk that the value of financial instrument will fluctuate because of changes in market prices.
The effect on the statement of comprehensive income as a result of change in fair value of investments held at
FVIS as at December 31, 2021 due to a 10% change in Saudi Stock Exchange index, keeping all other variables
held constant is USD 200,299 (2020: Nil).

(b) Liquidity risk

Liquidity risk is the risk that the Fund will encounter difficulty in realizing funds to meet commitments associated
with financial liabilities.

The Fund’s terms and conditions provide for subscriptions and redemptions of units throughout the week and the
Fund is therefore exposed to the liquidity risk of not meeting unitholder redemptions. Money market placements
are generally placed for the short term. The Manager monitors the liquidity requirements on a regular basis and
seeks to ensure that sufficient funds are available to meet commitments as they arise. The Fund’s financial liabilities
are payable within 3 months.

(c) 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 is exposed to credit risk on its financial assets. The Manager seeks to limit its credit risk by monitoring
credit exposures and setting limits for money market placements. The maximum exposure to the credit risk for the
financial assets is their carrying value.

Expected credit loss measurement

Under the expected credit loss model, credit losses are recognised prior to a credit event occurring. The new
impairment model requires more timely and forward-looking information that will allow for a more accurate
reflection of the credit risk inherent in the exposures.

12



US Dollar Liquidity Fund (Al Razeen - USD)

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the Year Ended December 31, 2021 and 2020

9 RISK MANAGEMENT (continued)
9.1 Financial risk factors(continued)

Under the general approach of IFRS 9 impairment, the financial assets are classified into three stages. Each stage
indicates the credit quality of the particular financial asset.

Stage 1: includes financial instruments that have not had a significant increase in credit risk since initial recognition
or that have low credit risk at the reporting date. For these assets, 12-month expected credit losses are recognised
and special commission income is calculated on the gross carrying amount of the asset (that is, without deduction
for credit allowance).

Stage 2: includes financial instruments that have had a significant increase in credit risk since initial recognition
(unless they have low credit risk at the reporting date) but that do not have objective evidence of impairment. For
these assets, lifetime ECL are recognised, but special commission income is still calculated on the gross carrying
amount of the asset.

Stage 3: includes financial instruments that have objective evidence of impairment at the reporting date. This stage
has obligors that already are impaired (defaulted).

One of the key components of IFRS 9 ECL is to determine whether there have been significant increases in credit
risk (SICR) of the Fund’s credit exposures since initial recognition. The assessment of significant deterioration is key
in establishing the point of switching between the requirement to measure an allowance based on 12-month ECL
and one that is based on lifetime ECL.

The performance of the financial assets is monitored on a regular basis against the pre-defined
classification/triggers to ensure the effectiveness and relevance thereof and to confirm that:

. The criteria are capable of identifying significant increases in credit risk before an exposure is in default;

. The criteria are no more liberal than the point in time when an asset becomes 30 days past due; and

. There is stability in the loss allowance arising from transfers between 12-month PD (stage 1) and lifetime
PD.

The Fund has set out the following definition of default:

“Default” is defined as either non-payment of a material financial obligation persisting for 90 days or the occurrence
of events that would lead the Fund to consider that the obligor is unlikely to service its credit obligations to the
Fund. In assessing whether a borrower is in default, the Fund considers factors that are:

. Qualitative e.g. breaches of covenant;

. Quantitative e.g. overdue status and non-payment on another obligation of the same issuer to the Fund;
and

. Based on data developed internally and obtained from external sources.

Probability of Default (PD) estimates are estimates at certain date at which are calculated based on statistical rating
models, and assessed using rating tools tailored to the various categories of counterparties and exposures. These
statistical models are based on internally compiled data comprising both quantitative and qualitative factors. If a
counterparty or exposure migrates between ratings classes, then this will lead to a change in the estimate of the
associated PD.

Loss Given Default (LGD) is the magnitude of the likely loss if there is a default. The Fund estimates LGD parameters
based on the history of recovery rates of claims against defaulted counterparties. The LGD models consider the
structure of the claim and recovery costs of any collateral that is integral to the financial asset.

Exposure at Default (EAD) is an estimation of the extent that the Fund may be exposed to an obligor in the event of
default. The Fund derives the EAD from the current exposure to the counterparty. The estimation of EAD should
consider any expected changes in the exposure after the assessment date. This is of importance in the case of Stage
2 assets where the point of default may be several years in the future. The EAD of a financial asset is its gross carrying
amount.

13
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NOTES TO THE FINANCIAL STATEMENTS (continued)
For the Year Ended December 31, 2021 and 2020

9 RISK MANAGEMENT (continued)
9.1 Financial risk factors(continued)

The table below shows the maximum exposure to credit risk on financial instruments subject to impairment.

As at
December
As at December 31, 2021 31, 2020
Stage 1 Stage 2 Stage 3
12-month Lifetime Lifetime Total Total
ECL ECL ECL usD usD
usD usD usD
Cash at bank 64,268 - - 64,268 396,800
Investments measured at
amortised cost 20,148,993 - - 20,148,993 17,365,045
Gross carrying amount 20,213,261 20,213,261 17,761,845
Loss allowance (2,537) - - (2,537) (13,048)
Carrying amount 20,210,724 - - 20,210,724 17,748,797
The movement of loss allowance is as below:
2021 2020
12 Months ECL 12 Months ECL
usD usb
Balance as of January 1 13,048 14,523
Reversal for the year (10,511) (1,475)
Closing balance as of December 31 2,537 13,048

The effect on the loss allowance as at December 31, 2021 due to a 10 basis point change in the probability of default,
keeping other parameters constant is 254 (2020: USD 1,305).

The Manager reviews credit concentration of the investment portfolio based on counterparties. The credit quality
of the financial assets is managed using the external credit ratings of Moody’s, S&P and Fitch. As at December 31,
2021 and December 31, 2020, the Fund had investments with credit ratings ranging from AA3 to Al. The bank
balances are held with banks which have investment grade credit rating. The geographical concentration of the
investments held at amortised cost is as follows.

December 31, December 31,

2021 2020

usD usD

United Arab Emirates 5,736,698 8,114,141
Kuwait 8,912,157 6,346,381
Bahrain - 2,904,523
Saudi Arabia 5,500,138 -
20,148,993 17,365,045

14
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NOTES TO THE FINANCIAL STATEMENTS (continued)
For the Year Ended December 31, 2021 and 2020

9 RISK MANAGEMENT (continued)
9.2 Capital risk management

The capital of the Fund is represented by the equity attributable to holders of redeemable units. The amount of
equity attributable to holders of redeemable units can change significantly on each valuation day, as the Fund is
subject to subscriptions and redemptions at the discretion of unitholders on every valuation day, as well as changes
resulting from the Fund’s performance. The Fund’s objective when managing capital is to safeguard the Fund’s
ability to continue as a going concern in order to provide returns for unitholders, provide benefits for other
stakeholders and maintain a strong capital base to support the development of the investment activities of the
Fund.

The Fund Board and the Manager monitor capital on the basis of the value of equity attributable to unitholders.

9.3 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 Fund uses following hierarchy for determining and
disclosing the fair value of financial instruments:

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

o 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

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

The estimated fair value of the Fund’s financial assets and liabilities is not considered to be significantly different
from their carrying values. The fair value of investments held at FVIS are based on quoted prices in active markets,
and are therefore classified within Level 1.

10 LAST VALUATION DAY

The last valuation date for the purpose of the preparation of these financial statements was on December 31,
2021 (2020: December 31, 2020).

11 IMPACTS OF COVID-19

The prevailing economic conditions post lock down, require the Fund to revise certain inputs and assumptions
used for the determination of ECL. These primarily revolve around either adjusting macroeconomic factors used
by the Fund in estimation of ECL or revisions to the scenario probabilities currently being used by the Fund in ECL
estimation. The Fund has made certain adjustments to the macroeconomic factors and scenario weightings
during the period and has adjusted the ECL accordingly.

The Fund’s ECL model continues to be sensitive to macroeconomic variables and scenario weightings. As with
any forecast, the projections and likelihoods of occurrence are underpinned by significant judgement and
uncertainty and therefore, the actual outcomes may be different to those projected. The impact of such
uncertain economic environment is judgmental and the Fund will continue to reassess its position and the related
impact on a regular basis.

At this stage, the impact on the Fund’s business and results has not been significant and based on experience to
date, the management expects this to remain the case. The management will continue to follow the Government
policies and advice and, in parallel, we will do its utmost to continue our operations in the best and safest way
possible without jeopardising the health of its people.

12 EVENTS AFTER THE DATE OF REPORTING PERIOD

There were no subsequent events to the reporting date which require adjustments of or disclosure in the financial
statements or notes thereto.

13 APPROVAL OF FINANCIAL STATEMENTS

These financial statements were approved and authorized for issue by the Fund Board on March 31, 2022
(corresponding to 28 Sha’aban 1443H).
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