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A) Investment Fund Information

it Gadive loglas (I

1) Name of the Investment Fund
AlAhli Diversified Saudi Riyal Fund

2) Investment Objectives and Policies

e  Fund’s Objectives:
The Fund aims to provide liquidity and enhanced capital
appreciation in a Sharia-compliant manner.

¢ Investment Policies and Practices:
The Fund is investing primarily in Sharia compliant short
and medium-term financial instruments, such as trade
finance through Murabaha, Wakala, Mudaraba and
Musharaka, medium-term fixed income instruments, and
Sharia compliant swap alternatives, repurchase
agreement (repo) and reverse repurchase agreement,
structured certificates and asset-backed securities.

3) Distribution of Income & Gain Policy

All profit will be reinvested in the Fund. No income will be

distributed to Unitholders.

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)
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A blended benchmark consisting of 80% of the 30-day rolling
average of the 1 month Saudi Riyal Interbank Bid Rate (SAIBID),
and 20% of the 30-day rolling average of the 5-year Saudi Riyal
Bid Swap Rate. For more information, please visit Thomson
Reuters website.
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B) Fund Performance

1) A comparative table covering the last three financial

Bl slol (&

Jio o /8 Y1 G ALl Ol giuad! Jris Lylie Jod (1

years/or since inception, highlighting: 129 ¢yl
Year 2021 2020 2019 A
NAV* 20,133,465,447  20,879,221,043 15,775,348,843 * 9diuall dyoi dogd (3‘40
§945uall (VR
NAV per Unit* 1.39 1.38 1.36 S Gsuiall de e Sle
od=>9
Highest Price per Unit* 1.39 1.38 1.36 *8a>9 yauw el
ALY 5lud! ) |
ECL NAV* 1.39 1.38 1.36 ) sl g Byl o
428 giall
Lowest Price per Unit * 1.38 1.36 1.33 *54>9 yaw J31
Number of Units 14,519,767,561  15,141,039,633 11,587,110,204 Slusgll sue
Income Distribution Per Unit N/A N/A N/A B>y U degall 7)Y dasd
Fees & Expense Ratio 0.88% 0.88% 0.79% Sl ranlly e gyl deud
from the tots asset valus, the Jlor) e Al el i
’ N/A N/A N/A Fiy dLasl Bueg oD dasd

period of their exposure period

Sd>9 O)) Ledlaswiw!
and due date (if any) (g 0l) 168
*In Saudi Riyal Sagaudl JU,JL*
2) A performance record that covers the following: tb b Jas elol Joxw (2
a. The total return for the fund compared to the By Ld il A5xle Bgiall Jloz Yl Slall
benchmark for 1 year, 3 years, 5 years and since A o .
inception: ol D g Ol ghowr (s> ¢l gl ED
. Since Inception 5 Years 3 Years 1Year s
PR . |
Period WL’U‘ Ry Olgpw 5 L‘.'J‘}Tuu 3 Lo Bl
Return % 1.81 1.68 1.50 0.55 % B9uall Lils
Benchmark % 2.15 1.72 1.48 0.79 % yogall Lile

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

Augall Ljlie Gawall ol JaYl Sl o
ol s gf /b lell Ol g siuald

Year 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012 doad!

Return % 055 129 266 209 182 213 058 0.54 0.70 0.59 % Bguall Lile

Benchmark% 079 1.13 253 240 176 2.02 100 099 103 0.97 % o §gall S3le
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c. Actual fees and fund expenses paid by the oo (W Cilly CYgeally Ol blis .z

investment fund during the year as a percentage of “ . .
bwgio o Dgie duwdS aladl Hldw Luall
average Net Asset Value: FEof T pll Jhe e B

:@9all Jguol dasd Lo

Fees and Expenses Juy i Al g nacdly pguyll
SAR ‘000 % dgial!
Management Fees 174,999 0.75% 8yl ol
VAT on Management Fees 26,250 0.11% BylaYl Gl e ddlaoll Aol doqs
Custodian Fees 552 0.00% Lol pgu)
Auditor Fees 40 0.00% Sblusdl gzl Ol
Fund Admin Expenses 4,465 0.02% 4oYl Oldeal Cayylas
CMA Fees 7 0.00% I Bgudl L p gy
Tadawul Fees 5 0.00% JoI5 aBge e Gyduall wloglan 43 pgu
Shariah Committee Fees 31 0.00% el Ll Oleds Ol
Independent Fund Board 0 _—
. A ‘ a . "‘ ‘ ‘ . -
Remunerations 12 L00.053 lEall Goiall B3] e sliasl B8
Total Fees and Expenses 206,361 0.88% ybaslly pgwyl & gexe
3) Material Changes BA IS Cous> Doy CilpaS (3
- The U.S Federal Open Market Committee (FOMC) d>giaall Ggull AS0yeYl Adhudall Al cladl> -
maintained its’ target FFR stable at a range of 0% to 0.25% e b Bla peus Bugiumell 5051 Juxs (Je(FOMC)
in 2021, and continued to use QE to support credit and 7oy plasuiwl yetwl WS (02021 M %0.2539 %0
economic recovery throughout the year until November &> el Hlae e dLaidly oLl peud (oS !
when it officially announced tapering its monthly asset 42&,9_)»)5 Ol el & zolp padds @8 Cus edg yed
purchase program, then doubling the pace of its monthly oS ) peadd (§ padadll B0y daclae o (9
asset purchase reduction in December amid improving > abll (R esuaill gladly Aladl wdxe
labor markets and inflationary pressures to end . 22022 poyle Jglow dalll Glad g
expectedly by March of 2022. S el ol doygsdl el Al BpSy ks el -
- TheTapering along with higher market expectation of rate pladl IO BUBLa! jlaed $La5h Goandl ladgs I A3LEYL
hikes in the upcoming year has resulted in an upward shift S5yl Ayl Gldias Wlge qoue glas)l I Judel!
in the U.S treasury yield curve with shorter-term vyields 4)lae &,wT K SV Buad ol Blge glasly
increasing faster compared to longer-term bond vyields dalasio C9lies ) A3 Sgay 9 J2Y1 Agls ol L5l
attributed to concerns related to policy tightening and its 3Laidl 9ol Je adgiell 2,509 Luadl deoled! doad
impact on the economy; 5-Year treasury notes yield dhadi 90 Hlde Wlgiuw 5 J Ayl Cildius Lle aad)l WS
increased by 90 Bps (from 0.36% to 1.26%), 10-Year L3l Ol Lle adylg ¢(%1.26 U] %0.36 (p0) olusd
treasury notes yield increased by 60 Bps (from 0.91% to dl %0.91 () oelul dadi 60 Hlhde Ol 10 J
1.51%), while the 30-Year treasury bonds yield increased Lole 30 J dussdl Oldive Wle &l o § ¢ (%1.51
by 26 Bps (from 1.64% to 1.90%). (%1.90 J) %1.64 ;p0) polwl dads 26 jldes
- The Saudi Central bank (SAMA) maintained its’ policy rates GBS CYuae e (blw) Gogaudl §355ell il asl> -
in 2021, the Reverse Repo rate at 0.50%, and Repo rate at dole] LB Jaaoy (qu&dl}g)l) oSl el adl sale)
1.00%. Support packages and fiscal measures were also il o cpladl M (Sgrmadl udd die (guyll) <21
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extended to continue supporting private sector credit and
liquidity which reflected positively on the recovery of
Saudi economy during 2021.

The Saudi
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

Sovereign Sukuk vyield curve has also

approximately SAR 938 bln 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,
levels,

rising vaccination loosening restrictions and

precautionary measures.

Jiaeg ¢%0.50 e uSlaall sl sale) LB Joas
Zoly iy Cwld LS.%1.00 L sladl Bole] woldlas)
Doeadly 0Ly (B13Y e Aolgal (S et
S3gmdl 2LasdYl e Blag) (uSadl loo olsdl pladl
.£2021 M=

Y65 Ll &5 gl dyolaad! gSpall dSle aomin dgds LS
L3 gaudl JgSiall Ble ailyl Eu> (62021 ple 3 buslas
o) owleol A 72 jldies Olgins 5 J2Y ©3gaudl JUJL
Logaull HeSo wle aihyl laiw (%2.22 J) %1.49
28 Lldiay Wlgiww 10 Y1 U2V @ild $agaudl JUyL
(%2.90 U] %2.62 o) olusd dlaits

(Dgale) ddgaudl Hgidl gp (PLIY1 SVdae wags
3 Jomle gl Gy ,2021 ple IS dbgmls wilelas))
30l 2dl9 960.91 Sgiume ) poled U5 9 Jutnay gl
251 LS %0.98 S giuns ) olaol A5 11 Jnas 4440 6
.%1.06 Sgiwn J] ool dais 12 Juaes 1od 12 Hgule
125 Jolay b 2021 ple UM (2551 ool Jlez] &b
e Jlz] duad dg) lalases 08 LS $ogaw Jby bl
3 bl Dolgn Sogaw Jby Hlde 938 Cylis Lo @Lall !
c“ey.d\_g cdSdold L)Lo})\ ‘z,lpuJ\ EJUJ\ o0 %29 Jolo L
s 2022 dlg @ Obgiuadl Guis e Jadly O
Aslnedl 01939 LaLadYl g lall )l aiwd

S Jranld 5993 41,6 (o iy pls jau lawgio iyl WS
S9a9 ¢02021 ple 3 Jeanld Y93 70.9 Ul £2020 ple
B o (o5l Sbiginay dlas Cllall i) J) s
o CLBJJ\ e d},a;;” i 8.63_)\3 L;dl:d\ alazdyl
AN polilly gubll Carastg Bg)sS (09,20

4) Exercising of Voting Rights gl Coguaidl Oluwyles (4
No voting rights were exercised during the year. Al IS Cogual Oluyles @T o5 o
5) Fund Board Annual Report Syl Godkinall Byl3] yulee yyd5 (5
a. Names of Fund Board Members Gobuall By13f udomo sbiash slowd
e Mohammad AlSaggaf — Chairman - Non- pac - 39l lof pulme )y - Blidl do=e @
Independent Member Jiiuss p
e Lloyd Kawara - Non-Independent Member Jiiws p& giac - Syl @
e  Dr. Basmah Al-Tuwaijri - Independent Member JEin giae - Gyosill dowoy > @
e  Abdulaziz Abalkhail - Independent Member Do guae - Jusdl ljfyju_&c .
b. A brief about of the fund board members'

qualifications

Mohammad AlSaggaf: Head of Wealth Management at
SNB Capital. He joined SNB Capital at its inception in
2007 and worked with SNB Group in several
departments including the Investment Department, and
the Branch Management. He has more than (24) years
of experience in the financial sector. He has a diploma

Bkl 813 (udme sliast MR Ge (e BIS

EAINIPPESEAS I REIPE RS IRE [+ DM [RVE
(02007 ple (3 Ll die ALl oY1 3S5 ] ouiadl
Blo] lgie whls] e 3 Sagaudl oY) il § o
83l (e Lol (24) (o AST ap 89,81 8ylolg slesiwdl
ladasall pohs 8algs e Juol> gag . Wl gladll
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in Personal Financial Planning and Wealth Management
from I0B, Dalhousie Alum, Canada.

Lloyd Kawara: Chief Risk Officer at SNB Capital and he
was hired as Vice President of Market Risk at SNB
Capital in February 2015. Prior to that he worked at the
African Development Bank where he was Principal
Treasury Risk Officer, managing counterparty risk,
market risk, investment and asset liability risks, and he
has over (13) years of banking experience, of which (9)
years were spent in senior risk management roles within
the region, including as Chief Risk Officer for Bank
Alkhair BSC Bahrain and Head of Risk for Bahrain Middle
East Bank and Risk Management Officer with Riyad
Bank. Lloyd is a CFA charter holder, a Certified Financial
Risk Manager (FRM) with Global Association of Risk
Professionals (USA), a Chartered Alternative Investment
Analyst with CAIA (USA) and an Associate Chartered
Management Accountant with CIMA (UK).

Basmah Al-Tuwaijri: Retired from academic work at
King Saud University, independent researcher, member
of the Financial Sector and Finance Committee in the
Riyadh Chamber, a Member in the SBWA — Saudi
Business Women Association (A private association),
member of the supervisory board of the Think Tank
Forum. Dr. Basmah worked as a faculty member in the
Finance Department of the College of Business
Administration in King Saudi University for more than
(20); during which, she taught different courses in the
topics of corporate finance, investment, portfolio
management and financial markets. In addition, she
held several leadership positions in academics and
administration, and contributed in developing the
strategic plan for King Saud University and conducting
the internal studies for academic accreditation. She
holds a PhD in finance from King Saud University. She
has several publications in the field of corporate
governance and financial markets.

Abdulaziz Abalkhail: General Director of the Internal
Audit Department at Arabian Internet and
Communications Services Co. (Solutions by STC). He
was the Chief Audit Executive of the National
Industrialization Co. “TASNEE” and serves as an
independent member of the Audit Committee of the
Arabian Cement Company. Prior to TASNEE, he held
several managerial positions at CMA’s Continuous
Disclosure Department and Market Institutions
Compliance, the Industrial Development Fund, and the
Arab Petroleum Investment Company. Eng. Abdulaziz
has joined specialized programs in recognized
international institutions such as U.S. Securities and
Exchange Commission, the Financial Industry
Regulatory Authority and Chase Manhattan Bank. He

0o Graell dgxall e Olg Al Hbly (pasadl ]l
_\Aﬁ(@wjl@).}
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Slgall tpo dadall uyais (IS5 caald ol (20) opo ASY
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has more than (20) years of experience in financial
institutions and markets. He holds an MBA from
University of Nottingham in Britain.

¢. 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.

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 (I) 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.
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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.

d. Remuneration of fund board members

Each Independent Board Member shall receive SAR
(2,000) for every meeting the member attends, and a
minimum of two meetings shall be held per year.

e. A statement of any conflict or potential conflict of
interest between the interests of a fund board
member and the interests of the fund

Members of the Fund Board may be members of other
funds that may seek investment objectives similar to
those of the Fund. Therefore, in the exercise of its
business, a member of the Fund Board may find himself
in a situation of potential conflict of duties or interests
with one or more funds. However, in such cases, the
member shall take into account his obligations to act in
the best interests of the Unitholders to the maximum
practicable extent and not to overlook his obligations to
his other clients when he considers any investment that
may involve a potential conflict of interest, and in
situations requiring voting, that Member shall refrain
from doing so. To the date of issuing the Terms and
Conditions, there is no significant business or other
interest to the members of the Fund Board, which is
likely to conflict with the interests of the Fund.

f. A statement showing all the funds boards that the
relevant board member is participating in
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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 three 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.
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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 the year 2021, The fund focused primarily on
Murabaha placements with local banks and investment-
grade GCC Counterparties on the money market side,
and on high credit quality Sovereign and Bank issuers on
the fixed income side.

- The funds’ liquidity and maturity profile was managed
with a strategy that enabled it to take advantage of
periods of higher rates on deposits on the Money Market
side. On the fixed income side, locking in favorable high
credit quality fixed rates of return relative to the market
within the fund’s guidelines and CMA regulations.

4) Report of investment fund’s performance during the

period
Fund Performance 0.55%
Benchmark Performance 0.79%

The fund underperformed the benchmark by 24 bps.

5) Terms & Conditions Material Changes

1. Change in the membership of the Fund’s Board of

Directors:

a. Resignation of Mr. Naif AIMesned — Chairman.

b. Appointments of Mr. Mohammed AlSaggaf -
Chairman.

2. Update Information regarding: Fund Manger’s Board of
Directors, Financial Disclosure, Fund's Performance, and
Fund Manger’s Financial Result.

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 0.75% of NAV. Management
fees charged by investments in the following fund have been
rebated:

- SNB Capital Saudi Riyal Trade Fund.
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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

None.

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.

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

AlBilad Investment Company

King Fahad Road, P.O. Box 140, Riyadh 11411, Kingdom of
Saudi Arabia.

Tel: +966 92000 3636

Website: www.albilad-capital.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
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investment fund due to the custodian fraud, negligence, b @ual lgolemy Ggdinall Jgol Jaa> e Yggume Ladodl ol dmy -
misconduct or willful default. Aoy LylaY lely2 Y guns 3551 e SIS Jggane 529 cligll

- The custodian shall be responsible for taking custody and .39l Jguo!l Jadon glai eud
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 Sodivall Jaie (0
1) Name and address of fund operator lgisg cGauall Jaduo puol (1
SNB Capital Company Al oY1 a7l
King Saud Road, P.O. Box 22216, Riyadh 11495, ¢11495 (2Ll 22216 ..o agaw Mol 3,b
Saudi Arabia D gl doyadl Aol
Tel: +966 920000232 +966 920000232 a5l
Website: www.alahlicapital.com www.alahlicapital.com : 39 ASIYI a8 gl
2) Operator’s duties and responsibilities Beuall Jidie Oldggumey laxrly (2
- In relation to investment funds, the fund operator shall Boduall Jaasd o Yggeus Godivall Jidoo 05 -
be responsible for operating the investment fund. iy dball 0I5 ileadly SBUL LYl Gsanall Jide pods -
- The fund operator m%Jst maintain th(.e books and records & iy gl Sl o oy Shicly Gt :Lfﬁ**:j; ]
related to the operation of the fund it operates. ekl g3l Gy llara) (adg dSkeall
- The fund operator must establish a register of (> (a9 ) WY 2098 ddhas (e Yggane Bodimall Jikio daf -
unitholders and must maintain it in the Kingdom in .B9uall a9 bg b 3 s pogaiadl gl dusline
accordance to the Investment Funds Regulations. by § s pograiall s AN Gl b Bgduall Jido psdy -
- The fund operator shall be responsible for the process of Bgkiall P81y

Yle g o8 Laeds (gutivnall Ul sl (35 Yggans Boisall Jidio dnf -

dividends distribution (if available) to unitholders. . .
( ) -Bgduall p8>1s by G a9 b s Bgdiuall Glig yaw Olusy

The fund operator must process requests for
subscriptions or redemption according to the fund’s
Terms & Conditions.

The fund 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 Obluadl azlpe (3
Name and Address of Auditor Wlgie «blusell azlyo el
KPMG Al Fozan & Partners o9 Olhsdll (2 ol J
Riyadh Front — Airport Road P.O Box. 92876, Riyadh 11663, dpuyall 8Sanll 11663 (2L 92876 .o slaall oyl — (641 A=y
Saudi Arabia B gl
Tel: +966118748500 +966118748500: a5
Website: www.kpmg.com/sa www.kpmg.com/sa :L_;gﬁilyl Bl
G) Financial Statements adladl @Slgdll (O
As shown below in the financial statements section. Al 03198l 0ud (§ oLl g0 90 LS
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Independent Auditors Report

To the Unitholders of Alahli Diversified Saudi Riyal Fund

We have audited the financial statements of Alahli Diversified Saudi Riyal Fund (the “Fund”) managed by
SNB Capital Company (formerly known as NCB Capital Company) (the “Fund Manager”), which comprise the
statement of financial position as at 31 December 2021, 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 2021, 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
Chartered and Professional 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 the the Kingdom of Saudi Arabia and other standards and
pronouncements issued by SOCPA and to comply with the applicable provisions of the Investment Funds
Regulations issued by the Capital Market Authority (“CMA"), the Fund's terms and conditions and the
Information Memorandum and for such internal control as the Fund Manager determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to fraud
or error.

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

Those charged with governance, the Fund Board, are responsible for overseeing the Fund's financial reporting
process.
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Independent Auditor's Report

To the Unitholders of Alahli Diversified Saudi Riyal Fund (continued)

lAuditor’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:

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

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

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

+ Conclude on the appropriateness of the Fund Manager's use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Fund'’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, then we are required to draw attention in our auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Fund to cease to continue as a going concern.

+ Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit of Alahli Diversified Saudi Riyal Fund (the “Fund”).

KPMG Professional Services

———

Dr. Abdullah Hamad Al Fozan
License No. 348 e
Riyadh: 28 Sha'ban 1443H [Vt kel
Corresponding to 31 March 2022 +.



ALAHLI DIVERSIFIED SAUDI RIYAL FUND
(Managed by SNB Capital Company - formerly known as NCB Capital Company)

STATEMENT OF FINANCIAL POSITION
As at 31 December 2021
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

31 December

31 December

Note 2021 2020
ASSETS
Cash and cash equivalents 8 2,690 14,331
Investments 9 19,852,766 20,911,166
Other receivables 300,035 35
Total assets 20,155,491 20,925,532
LIABILITIES
Other payables 24,821 48,615
Equity attributable to unitholders 20,130,670 20,876,917
Units in issue in thousands (number) 10 14,519,768 15,141,040
Equity per unit (SAR) 1.3864 1.3788

The accompanying notes 1 to 16 form an integral part
of these financial statements.




ALAHLI DIVERSIFIED SAUDI RIYAL FUND
(Managed by SNB Capital Company - formerly known as NCB Capital Company)

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
For the year ended 31 December 2021
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

Note  For the year ended 31 December

2021 2020
Special commission income on Murabaha contracts 206,624 279,535
Special commission income on Sukuk 110,545 97,803
Realised gain on FVTPL investments 27,523 21,666
Unrealised loss on FVTPL investments (23,994) (513)
Other income 13,558 14,097
Total income 334,256 412,588
Management fees 12 (174,999) (148,422)
Value added tax expense (26,250) (15,376)
Administrative expenses (4,465) (3,509)
Custody fees (552) (332)
Professional fee 45) (46)
Shariah audit fee 31 (€2))]
Fund Board remuneration (12) (12)
Capital Market Authority fees @) ®)
Reversal of expected credit loss allowance 368 1,908
Total operating expenses (205,993) (165,828)
Profit for the year 128,263 246,760
Other comprehensive income for the year -- --
[otal comprehensive income for the year 128,263 246,760

The accompanying notes 1 to 16 form an integral part
of these financial statements.




ALAHLI DIVERSIFIED SAUDI RIYAL FUND
(Managed by SNB Capital Company - formerly known as NCB Capital Company)

STATEMENT OF CHANGES IN EQUITY ATTRIBUTABLE TO UNITHOLDERS

For the year ended 31 December 2021
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

For the year ended 31 December

2021 2020

Equity attributable to unitholders at the beginning of the
year 20,876,917 15,771,172
Total comprehensive income for the year 128,263 246,760
(Decrease) / increase in equity from unit transactions
during the year
Proceeds from units sold 23,142,531 16,949,076
Value of units redeemed (24,017,041) (12,090,091)

(874,510) 4,858,985
Equity attributable to unitholders at the end of the year 20,130,670 20,876,917

The accompanying notes 1 to 16 form an integral part

of these financial statements.




ALAHLI DIVERSIFIED SAUDI RIYAL FUND
(Managed by SNB Capital Company - formerly known as NCB Capital Company)

STATEMENT OF CASH FLOWS
For the year ended 31 December 2021

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

Cash flows from operating activities
Profit for the year

Adjustments for:

Unrealized loss on FVTPL investments
Realised gain on FVTPL investments
Reversal of expected credit loss allowance

Net changes in operating assets and liabilities:
Investments measured at FVTPL
Investments measured at amortised cost
Other receivables
Other payables

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

Proceeds from units sold

Value of units redeemed

Net cash (used in) / generated from financing
activities

Net decrease 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

Note For the year ended 31 December

8

2021 2020
128,263 246,760
23,994 513
(27,523) (21,666)
(368) (1,908)
124,366 223,699
1,197,520 (288,617)
(135223)  (4,880,631)
(300,000) (35)
(23,794) 18,269
862,869  (4,927,315)
23,142,531 16,949,076
(24,017,041)  (12,090,091)
(874,510) 4,858,985
(11,641) (68,330)
14,331 82,661
2,690 14,331

The accompanying notes 1 to 16 form an integral part

of these financial statements.




ALAHLI DIVERSIFIED SAUDI RIYAL FUND
(Managed by SNB Capital Company - formerly known as NCB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2021
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

1. THE FUND AND ITS ACTIVITIES

Alahli Diversified Saudi Riyal Fund (“the Fund”) is a Shariah compliant open-ended investment fund,
managed by SNB Capital Company (formerly known as NCB Capital Company) (“the Fund Manager”),
a subsidiary of The Saudi National Bank (formerly known as National Commercial Bank) (“the Bank™),
for the benefit of the Fund's Unitholders.

NCB Capital Company has completed its merger proceedings with the Samba Capital & Investment
Management Company effective 9 July 2021 and the name has been changed to SNB Capital Company.

The Fund offers investors the opportunity to participate in trade transactions which conform to Shariah
principles, invests in Sukuk and other mutual funds or instruments that comply with Islamic Shariah
investment principles.

The terms and conditions of the Fund were originally approved by the Saudi Central Bank (“SAMA”)
and subsequently endorsed by the CMA through its letter dated 16 December 2008. The Fund commenced
its operations on 1 October 2003.

The Fund is governed by the Investment Fund Regulations (the “Regulations”) published by Capital
Market Authority (“CMA”) on 3 Dhul Hijja 1427 H (corresponding to 24 December 2006) thereafter
amended on 16 Sha’ban 1437 H (corresponding to 23 May 2016). The Regulations were further amended
(the “Amended Regulations”) on 17 Rajab 1442 H (corresponding to 1 March 2021), detailing
requirements for all funds within the Kingdom of Saudi Arabia. The Amended Regulations have effective
dates starting from 19 Ramadan 1442 H (corresponding to 1 May 2021).

The Fund is established under article 31 of the Investment Fund Regulations (“the Regulations™) issued
by the Capital Market Authority (“CMA”).

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 Chartered and Professional Accountants (“SOCPA”),
and comply with the applicable provisions of the Investment Funds Regulations issued by Capital Market
Authority, the Fund’s terms and conditions and the Information Memorandum.

3. BASIS OF MEASUREMENT

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

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.

4. FUNCTIONAL AND PRESENTATION CURRENCY

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

5. CHANGES IN FUND’S TERMS AND CONDITIONS

The Fund Manager has updated the terms and conditions of the Fund during the year. The changes include
revisions required to align the terms and conditions with the Amended Regulations, to reflect changes in
the Fund Board and certain other administrative changes.
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6. CRITICAL ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the financial statements requires management to make judgments, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets,
liabilities, income and expenses. Actual results may differ from these estimates. Estimates and underlying
assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the
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 year
during which the change has occurred.

The fair value hierarchy has the following levels:

e Level I 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 determined fair value of investments in un-listed open-ended investment funds measured at
FVTPL using unadjusted net asset value and classified them as level 2 as per the fair value hierarchy.
During the year, there has been no transfer in fair value hierarchy for FVTPL investments. For the
financial instruments such as investments at amortised cost, cash and cash equivalents, other receivables
and other payables, the carrying values reasonably approximate the fair value due to their short-term
nature.
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6. CRITICAL ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS
(continued)

b)  Measurement of expected credit loss allowance

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

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

e 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 13.1.2 (a), which also sets out key sensitivities of the ECL to changes in these elements.

7. SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise stated.

7.1  Cash and cash equivalents

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

7.2 Receivables

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

7.3 Financial assets and liabilities
Classification of financial assets

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

Financial assets measured at amortised cost
A financial asset is measured at amortised 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 assets measured 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 principal
and commission on the principal 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 assets measured at fair value through profit or loss (“FVIPL”)
All financial assets not classified as measured at amortised 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:

o 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 - e.g. whether compensation is based on the fair value
of the assets managed or the contractual cash flows collected; and

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

7.3 Financial assets and liabilities (continued)

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

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

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 commision, the
Fund considers the contractual terms of the instrument. This includes assessing whether the financial
asset contains a contractual term that could change the timing or amount of contractual cash flows such
that it would not meet this condition. In making the assessment, the Fund considers:

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

- leverage features;

- prepayment and extension terms;

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

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

Reclassifications

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

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.
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7. SIGNIFICANT ACCOUNTING POLICIES (continued)

7.3 Financial assets and liabilities (continued)
Recognition and initial measurement

Financial assets measured 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 or minus, 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 gains /
(loss) on FVTPL Investments’ in the statement of comprehensive income.

Financial assets and financial liabilities at amortised cost are subsequently measured at amortised 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 ‘amortised 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 principal repayments, plus or minus the
cumulative commission using effective interest / commission method of any difference between that
initial amount and the maturity amount and, for financial assets, adjusted for any loss allowance.

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 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 derecognizes a financial liability when its contractual obligations are
discharged or cancelled or expire.
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7. SIGNIFICANT ACCOUNTING POLICIES (continued)

7.3 Financial assets and liabilities (continued)

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.

7.4 Provisions

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

7.5 Equity per unit

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

7.6 Distribution to the Unitholders

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

7.7 Units in issue

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

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

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

e it entitles the holder to a pro rata share of the Fund's net assets in the event of the Fund's liquidation;
e it is in the class of instruments that is subordinate to all other classes of instruments;

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

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

e the total expected cash flows attributable to the instrument over its life are based substantially on the
profit or loss, the change in recognized net assets or the change in the fair value of the recognized and
unrecognized net assets of the Fund over the life of the instrument
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7. SIGNIFICANT ACCOUNTING POLICIES (continued)

7.7 Units in issue (continued)

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

7.8  Taxation / zakat

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

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

7.9  Special commission income and expense

Special commission income and expense presented in the statement of comprehensive income comprises
of commission on financial assets and financial liabilities measured at amortised 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 is 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 amortised 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.

7.10 Management fee expense

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

7.11 Accrued expenses and other payables

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

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

Below amendments to accounting standards and interpretations became applicable for annual reporting
periods commencing on or after 1 January 2021. The Fund Manager has assessed that the amendments
have no significant impact on the Fund’s financial statements.
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7. SIGNIFICANT ACCOUNTING POLICIES (continued)

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

Standards / Interpretations and Amendments

Amendment to IFRS 16 Leases: COVID-19-Related Rent Concessions (applicable for annual periods
beginning on or after 1 June 2020)

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 Interest Rate Benchmark Reform —
Phase 2.

The adoption of the amended standards and interpretations applicable to the Fund did not have any
significant impact on these financial statements.

7.13  Standards issued but not yet effective

Standards issued but not yet effective 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 following date
Amendments to IAS 1 Classification of liabilities as current or 1 January, 2022
non-current
Amendments to IAS 37 Onerous contracts — Cost of Fulfilling a 1 January, 2022
contract
Annual Improvements to IFRS 1 January, 2022
standards 2018 - 2020
Amendments to IFRS 3 Reference to Conceptual Framework 1 January, 2022
Amendments to IAS 1 and IFRS  Disclosure of accounting policies 1 January, 2023
practice statement 2
Amendments to [AS 8 Definition of accounting estimates 1 January, 2023
Amendments to IAS 12 Deferred tax related to assets and 1 January, 2023
liabilities arising from a single
transaction
Amendments to IFRS 10 and IAS  Sale or contribution of assets between Available for optional
28 investor or Joint Venture adoption / effective date

deferred indefinitely

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

8. CASH AND CASH EQUIVALENTS

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

9. INVESTMENTS

31 December 31 December

Ref 2021 2020

Investments measured at amortised cost i) 18,790,709 18,655,118
Investments measured at fair value through profit or loss ii) 1,062,057 2,256,048
19,852,766 20,911,166
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9. INVESTMENTS (continued)

i) Investments measured at amortised cost

Investments measured at amortised cost under IFRS 9 include the following:

Ref 31 December 31 December

2021 2020

Investment in Murabaha contracts a) 14,399,496 15,538,133
Investment in Sukuk b) 4,393,149 3,119,289
Less: Expected credit loss allowance (1,936) (2,304)
Net investments measured at amortised cost 18,790,709 18,655,118

a) Murabaha placements are held with local and international banks. These carry profit rates ranging

from 0.80% to 1.65% with maturity up to 12 December 2022.

b) Investments in Sukuks carry profit rates ranging from 1.53% to 4.64% with maturity up to 24 April

2049.

ii) Investments measured at fair value through profit or loss

Investments measured at fair value through profit or loss under IFRS 9 include the following:

31 December 31 December
2021 2020
Units of SNB Capital Saudi Riyal Trade Fund — a related party 1,062,057 2,256,048

10. UNITS TRANSACTIONS

Transactions in units during the year are summarized as follows:

For the year ended 31December

2021 2020

Units’ 000 Units’ 000

Units at the beginning of the year 15,141,040 11,587,110
Units sold 17,230,961 12,351,181
Units redeemed (17,852,233) (8,797,251)
Net (decrease) / increase in units (621,272) 3,553,930
Units at the end of the year 14,519,768 15,141,040

As at 31 December 2021, the top 5 unitholders (2020: top 5) represented 55.69% (2020: 51.43%) of the

Fund’s units.
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11. 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 financial instruments 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 TAS 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:

As at 31 As at 31

December December

2021 2020

Reported equity of the Fund 20,130,670 20,876,917
Add: Expected credit loss allowance 1,936 2,304

20,132,606 20,879,221
Less: Provision for incurred credit losses - --

Traded equity of the Fund 20,132,606 20,879,221
Number of units in issue 14,519,768 15,141,040
Traded equity per unit of the Fund 1.3866 1.3790

12. RELATED PARTY TRANSACTIONS AND BALANCES

The related party of the Fund includes Fund Manager, Fund Board, other funds managed by the Fund
Manager, and Saudi National Bank, being parent of the 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, 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.
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12. RELATED PARTY TRANSACTIONS AND BALANCES (continued)

Transactions with related parties

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

Amount of transactions Balance as at

Nature of 31 December 31 December
Related party transaction 2021 2020 2021 2020
SNB Capital Management fees 174,999 148,422
Company
Expenses paid on
behalf of the Fund 31,362 19,314 - -
Subscription of units 1,483,871 1,015,937
Redemption of units -- -- 2,499,912 1,015,937
SNB Capital Subscription of units 40,900 16,400
Multi-Asset
Conservative
Fund Redemption of units - 29,400 68,436 27,382
SNB Capital Subscription of units
Multi-Asset 600 16,630
Moderate Fund
Redemption of units
-- 39,700 2,232 1,592
SNB Capital Subscription of units
Multi-Asset -- 2,500
Growth Fund
Redemption of units
342 10,500 -- 315
SNB Capital Subscription of units
Multi Asset 11,200 88,250
Income Plus
Fund Redemption of units
10,000 70,150 39,062 37,862
Subscription of units 2,411 --
King Saud
University Fund
Redemption of units - -- 2,411 --
SNB Capital Subscription of units 5,700 10,570
Takaful
Company Redemption of units 4,900 28,350 53,594 52,794
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13. FINANCIAL RISK MANAGEMENT

13.1 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.

13.1.1 Market risk

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

a) Foreign exchange risk

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

The Fund does not have any foreign exchange risk since all the transactions are carried out in SAR.
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.

At 31 December 2021, the Fund is exposed to commission rate risk on its investments in fixed rate Sukuk.
A reasonably possible change of 10 basis points in interest rates at the reporting date would have increased
(decreased) equity and profit or loss by SAR 4.39 million (2020: SAR 3.12 million).

c) Other price risk

Other 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 Manager daily monitors concentration of risk for equity based on securities and
industries in line with defined limits while closely tracking the portfolio level volatilities. As of the
statement of financial position date, the Fund has investments in SNB Capital Saudi Riyal Trade Fund
(“Investee Fund”) which are exposed to other price risk.
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13. FINANCIAL RISK MANAGEMENT (CONTINUED)

13.1 Financial risk factors (continued)
13.1.1 Market risk (continued)

The effect on the equity (as a result of the change in the fair value of investments as at 31 December) due
to a reasonably possible notional change in equity of FVTPL investments, with all other variables held
constants is as follows:

31 December 2021 31 December 2020

Effect on equity +10% +106,206 +10% +115,604

13.1.2 Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause
the other party to incur a financial loss. The Fund Manager seeks to manage credit risk by monitoring
credit exposures, limiting transactions with specific counterparties, and continually assessing the
creditworthiness of counterparties. As at the statement of financial position date, the Fund’s maximum
exposure to credit risk is represented by the carrying amount of cash and cash equivalents, which
represent cash at bank with a local Bank having Moody’s credit rating of A3, other receivables and
investments measured at amortised cost.

a) General approach for Expected Credit Loss (ECL) allowance
"The Fund recognizes loss allowances for ECL on the financial assets 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 ECLs 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)
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13. FINANCIAL RISK MANAGEMENT (CONTINUED)

13.1 Financial risk factors (continued)
13.1.2 Credit risk (continued)

a) General approach for Expected Credit Loss (ECL) allowance (continued)

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).

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.

Stage 3 — financial assets that are credit 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 allowance measurement

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

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);

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 financial instruments subject to impairment:

As at 31

December

As at 31 December 2021 2020

Stage 1 Stage 2 Stage 3 Total Total
Investments measured at 18,561,787 230,858 18,792,645 18,657,422
amortised cost

Reversal of expected credit loss

allowance (1,849) 87) -- (1,936) (2,304)

Carrying Amount 18,559,938 230,771 -- 18,790,709 18,655,118
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13. FINANCIAL RISK MANAGEMENT (CONTINUED)

13.1 Financial risk factors (continued)

13.1.2 Credit risk (continued)

b) Expected credit loss allowance measurement (continued)

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.

As at 31 December 2021 and 31 December 2020, the Fund has investments measured at amortized cost
with the following credit quality:

Credit ratings 31 December 31 December
2021 2020

At 15.08% --
A 22.15% 22%
A- 26.67% 17%
BBB 2.13% 5.10%
BB- 0.54% --
100% 100%

The Fund Manager also reviews the credit concentration of the investment portfolio based on
counterparties’ geographical locations. Since the Fund has all the investments in Saudi Arabia, therefore
the Fund is not exposed to credit risk related to geographical distribution.

Investments measured at amortised cost

The following table explains the changes in the expected credit loss of Murabaha and Sukuk contracts
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 2021 2,151 153 -- 2,304
Reversal during the year (302) (66) -- (368)
Expected credit loss as at 31 December 2021 1,849 87 -- 1,936

There was no movement in stages of financial instruments during the year.

13. FINANCIAL RISK MANAGEMENT (CONTINUED)
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13.1 Financial risk factors (continued)
13.1.3 Liquidity risk

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

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

The contractual and expected maturity of all liabilities outstanding at the reporting date are within six
months (2020: due within six months).

13.1.4 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 maximising 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.

13. FINANCIAL RISK MANAGEMENT (CONTINUED)
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13.1 Financial risk factors (continued)
13.1.5 Considerations due to COVID-19

The COVID-19 pandemic continues to disrupt global markets as many geographies are experiencing re
swinging waves of infections despite having previously controlled the outbreak through aggressive
precautionary measures. The Government of the Kingdom of Saudi Arabia (“the Government”) however,
has managed to successfully control the outbreak to date, owing primarily to the effective measures taken
by the Government.

The Fund Manager however continues to be cognizant of both the micro and macroeconomic challenges
that COVID-19 has posed, the effects of which may be felt for some time and is closely monitoring its
exposures.

14. LAST VALUATION DAY

The last valuation day for the purpose of preparation of these financial statements was 30 December 2021
(2020: 31 December 2020).

15. EVENTS AFTER THE END OF THE REPORTING PERIOD

There was no event subsequent to the statement of financial position date which required adjustment of
or disclosure in the financial statements or notes thereto.

16. APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were approved by the Fund Manager on 28 Sha’ban 1443H corresponding to
31 March 2022.
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