D

S

JUIb 025, Gl Ggaio
SNB Capital Al RFazeOelrn SAR Liquidity

NB JUuls




-
SNB Capital

Contents WIIPVEN]
A) Investment Fund Information ekl Gadive Ologlas (i
B) Fund Performance Bowuall £l (&
C) Fund Manager dogwiuall e (z
D) Custodian Lol el (o
E) Fund Operator okl Jiine (2
F) Auditor Gblusdl a>lpe (9
G) Financial Statements Al @3lgddl ()
SNB Capital Al Razeen SAR Liquidity Fund Page 1 of 13 Judb oyl ‘:,Ubi’l B9l

Annual Report 2022G £2022 §giund! y3,dll



-
SNB Capital

A) Investment Fund Information

Skl Bgdive loglae (I

1) Name of the Investment Fund
SNB Capital Al Razeen SAR Liquidity Fund

2) Investment Objectives and Policies

e Fund’s Objectives and Investment Policies:

The fund aims to manage liquidity and achieve capital
appreciation through investing in short-term Money
Market Instruments in SAR or USD, as well as other
public licenced mutual funds with similar objectives and
risk profiles. The fund may also invest up-to 20% of its
net assets in long-term investments such as fixed income
instrument and structured products in SAR or USD.

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
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B) Fund Performance Bowuall elol (@

1) A comparative table covering the last three financial

¢ el o of /8 451 SN AW Olgied! Jads &ylae Jod> (1

years/or since inception, highlighting: o9
Year 2022 2021 2020 )
NAV* 823,144,398 795,815,217 866,240,042 *§9duall dj—aoT dod ébo
NAV per Unit* 29.94 29.35 29.19 *8u>g S B9l Jguol dasd 3Lo
Highest Price per Unit* 29.94 29.35 29.20 *80>9 yaw el
Lowest Price per Unit * 29.35 29.20 28.95 *5u>9 yaw JBI
Number of Units 27,494,262 27,192,727 29,678,823 Oldgll sue
Income Distribution Per Unit N/A N/A N/A B>y U deigall ZL)Y dasd
Fees & Expense Ratio 0.36% 0.39% 0.59% Oy naelly @ gl duud
Percentage of borrowed assets from S . s a

48 x| 5 faa]| | duwd
the total asset value, the period of . ,d ot 5 440 . ool 4 .

. . . N/A N/A N/A Ely  @BLaSSl Baey gVl

their exposure period and due date (if - T e
(S 0f) Lgdlaxil

any)

*In Saudi Riyal Sagaudl JU,JL*

**The percentage of fees and expenses for the comparative
year 2020 has been amended by adding the percentage of
management fees. Whereas the percentage of fees and
expenses for 2020 which mentioned previously was only
related to the percentage of other fees& expenses and not
incorporating Management fees & VAT.

BoY pgasy duasd ALY 2020 dyliedl Ll o9 paally poayll drd Jydad @3**
G Jadd (a3 2020 pld lle 8550l ©ligpaslly poul A Of Cu
ALasdl dodll G oy AyloYl pganydl dewd ALo) 09 53 pgenylly L3y maell

2) A performance record that covers the following:

i b das ol Yo (2

a. The total return for the fund compared to the o . . e n .
2 Bulg diewd Ai§alL dylie Goiual Jeadl SBladl )
benchmark for 1 year, 3 years, 5 years and since e d Jw’“"; Ve 09 d °F
inception: Lo Wl g Ol gl (pras> ¢l g
Period Since Ir:f:e;.).tlon 5 Ye:a\rs ?: Yt?ars 1.\.(ear )
ww‘ Lo Olgiw 5 Olgiw 3 dow

Return % 3.26 1.52 1.12 2.00 % B9l Ll
Benchmark % 2.90 1.81 1.40 2.50 % - godl Lile

b. The annual total return for the fund compared to the

Al fa5aly Bjlie Godall Syl JlazYl uslal

benchmark for the last 10 years/ or since inception: A
:ww‘ L 9l lag.,bwl CJ‘}L&:

Year 2022 2021 2020 2019 2018 2017 2016 2015 2014 2013 Al
Return % 2.00 0.51 0.85 2.28 1.91 1.92 2.42 0.82 0.77 1.01 % @9ruall Lile
Benchmark % 2.50 0.62 1.02 2.56 2.25 1.48 1.78 0.63 0.64 0.65 % s §oll Lile
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C.

3)

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

e Gouiall gads (I Olaily ©Y geally Slodsdl Jolie
Jgol dad 3lo Jaugio (o dgin &udS plall e

HUPRVY |
Fees and Expenses Juy i Al g naclly pguyll
SAR ‘000 %osghall
Management Fees 2,337 0.30% ByloYl Clasl
VAT on Management Fees 350 0.05% ByloYl Ol e ddlaadl doudll du o
Custodian Fees 88 0.01% Laasl e g
Auditor Fees 12 0.00% Oblusl gzl Gl
Fund Admin Expenses 0 0.00% Aol ldeadl Casylas
CMA Fees 0 0.00% LI Byl L 0 gun)
Tadawul Fees 0 0.00% J9I aBge e Gaiall Gloglan id pgasy
000 st o B
Total Fees and Expenses 2,787 0.36% aybaclly pgwwyll ggocme

Material Changes

Economic Outlook:

The U.S Federal Open Market Committee (FOMC)
maintained a hawkish policy stance throughout 2022,
raising the short-term fed fund policy rate in a series of
back-to-back and increasing rate hikes from March to
December by a total of 425 bps reaching a range of 4.25-
4.5% by year end.

The FOMC also reversed its beginning 2022’ quantitative
easing approach - which aimed at supporting market
liquidity - and began gradually reducing their balance
sheet assets that peaked at USD 8.9 TIn in April 2022.
The Committees’ actions came at the back of soaring
inflation levels and improving labor market conditions.
The U.S treasury yield curve shifted upwards YoY with
shorter-term yields increasing higher compared to
longer-term bond yields attributed primarily to concerns
relevant to policy tightening and its impact on the
economy; 2-year treasury yield increased by 363 bps
(from 0.7% to 4.4%), 5-Year treasury yield increased by
268 bps (from 1.3% to 3.9%), while the 10-Year treasury
yield increased by 231 bps (from 1.5% to 3.8%).

BA IS Cdu> duydgxr Cilnis (3
22LaidYl slof  de dole 8,125

Guban (FOMC) d>giindl Ggudd 4S0peYl ddlyuud)l dizdlll cold
85l yauw adys ol o (02022 pladl IS Badiiie usS duslw
Jlezb pladl o pewns I oyl e o dliey Jlie S Jhadll
Ll § %4.509 %4.25 ¢ 8 yaw Blai) Juad (ulud dads 425
pladl

ORITFOVS IENNCE RPN PP =Y ER PN E WV SN FOW R
bl oo ol pede IS (928l oy S0yl Y95 095 8.9 ol Lo
Ol @ Cgial G S el ol dmelt iyl (g
Ougiunell (358 piuaill Sbgiuns £1a5Y il @))3 39259 2laidYly
Al Gbgius Gy

G| Gy cpladl UM LS5 ,0Y1 Al Olias SBlge poxie adthyl
gb Olbdl Blg dlie ST SKaw J2YI buad Ollwd! Llge
by dpaad! dulewd! dodidy ddlaie CBgliee JI 3 3529 J2YI
363 ey i Ayl Slias Sle adsyl 2LadYl gl e adgiall
Olgin 5 o33l Olkins Bl ahylg ((%4.4 ) %0.7 (30) polosd At
Oldies Ble adiyly ¢(%3.9 JI %1.3 o) oelel dais 268 ,laie
(%3.8 J1 %1.5 ¢pe) (olesl dais 231 Hldiay ilgivw 10 S Aoyl
bl I Gl dwbud! wuid JI Lalle a3S5a)l Jgidl cgzrgs
Bale] L3S wYunn ady Ll (Lels) (S 9audl (5355l il o8 i
(Sl g))1) uSlaall shadl Bole] LB CYansy (su,1) sl
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- Tightening Monetary actions by central banks was a
worldwide trend in 2022, the Saudi Central Bank (SAMA)
followed and hiked its policy rates by a total of 400 Bps
during the year, taking the Repo and Reverse Repo to
5.00% and 4.50% respectively.

- Saudi Riyal liquidity was another key topic in the local
market for 2022, excess SAR liquidity - measured by the
net daily average reverse repo volumes - broadly
fluctuated throughout the year peaking at SAR 107 BIn
in July 2022 compared to a 5-year low point of SAR 5.8
Bln in May 2022. Broader money supply (M3) steadily
increased during the year reaching SAR 2.5 Tin
equivalent to +8% YoY.

- Similarly, the SAR Sovereign Sukuk vyield curve

experienced an upward shift;

increased by 357 bps (from 1.0% to 4.6%), 5-Year Sukuk
yield increased by 185 bps (from 2.2% to 4.1%), while the
10-Year Sukuk yield increased by 166 bps (from 2.9% to

4.5%).

- The benchmark Saudi Riyal Interbank rate experienced a

2-year Sukuk vyield

fundamental methodology change in the beginning of
2022, changes included a switch to a waterfall model
reflecting firstly the volume weighted average SAR
Unsecured funding prices, and a fixed spread percentage
between the bid rate and offer rate (SAIBOR & SAIBID),
compared to the previous methodology which relied on
the expert opinion of the contributing panel. The main
objective of the change was stated to offer a more
transparent representation of unsecured Saudi Riyal
interbank deposit market.

- Saudi Riyal Interbank Average Offered Rate (SAIBOR)
increased across all tenors; 1-Month, 3-Month, and 12-
Month SAIBOR increased by 403 Bps, 443 Bps, and 481
Bps reaching levels of 4.7%, 5.3%, and 5.9% respectively.

- The USD LIBOR also experienced an increase across all
tenors; 1-Month, 3-Month, and 12-Month LIBOR
increased by 429 Bps, 456 Bps, and 490 Bps reaching
levels of 4.4%, 4.8%, and 5.5% respectively.

- Saudi Sovereign debt issuances continued in 2022,

however, focused primarily on debt refinancing and

Jolxog %5.00 i gl Jdao yikuel o> ¢ polusl dlas 400 Jlozly
%450 Lis (uSall g0,

ol 3 lawt) legpge L sosaudl JU g 0l i
Aliasiedl 4ualal! A gl Sgiume o oz 02022 pladl M- ol
a8l don GuSlaall sl adly <l Bole] ldea) (254! Lawgiall §Las
G s B)lie sy e IS (S33m JU) slike 107 pladl IS
- £2022 golo ygdo IS (S92 JU) Hlkhe 5.8 Ol giw-5 8AS I U
2.5 JI dwad plall U3 T (M3) Telis)) 35801 (o0 Jdae g WS
Al U3 %8 daas Lelayl Uslow Lo g1 3920 by 0945

& Guelias Yoo L)l dpsgacadl Dol JoSiall le aomio g LS
=Y Gasadl JUL &ogaud! HeSiall Wle ai)l G 22022 ple
Sle aihly ((%4.6 Jl %10 o) pelel dais 357 Hlber (e
dat 185 liar Wlgiww 5 J2Y ©ogaudl JUJb dagadl JeSall
JUyb dagaudl 50 wle aisyl laiw «(%4.1 J) %2.2 o) (oleod
00) polul dlads 166 Hludes Olgiuw 10 S U2 @13 Gogaudl
(%4.5 41 %2.9

oz cplall IS Lol Tt Doagmadl Jgidl 0 (21,3Y1 hge dge
bugidb B dolus Obgiue puSad Glusd! zgiell Couss @
BLEYL a5all danluall Jgid) Tad saiaioll a515g)) Hlawd zamyell
B)las (dapliy sonle) Gl 9 oyl OVuas (o b ials I
o0 eyl gl Sy - dedluedl il el e anodl 2l giell

«$39adl JUIb Hoidl e @l gll g

A gl ilelay) () galio) D3 gl Hgidl (o (2131 Ve Cdgds
403 ey A9 el Ba) Hgmlu Jdas adhyl Cu> 02022 ple N
451 3 80d gmlis Jias adily %47 Sgius ] had (ol dass
Ba) gl @iyl S €%5.3 Sgima J] Jnad polusl dads 443 Hliey
9%5.9 (S gius i olul dads 481 Hlddes y4io 12

olela)l (HaaY) S SYaulb Sl (21EY1 SYdas g
e Ba) yeaY Juse add)l Eus, 02022 pladl UM La)l dbg=ls
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prefunding activities given stabilizing economic

conditions and budget balance, the outstanding debt
portfolio reached approximately SAR 990 bin by year-
end (25% of GDP), versus SAR 938 BIn (30% of GDP) in
2021. The decrease in the debt-to-GDP ratio was
attributed to the slower increase in the debt portfolio
relevant to the increase in the GDP.

- The Brent crude oil prices increased from an average of
$71 per barrel in 2021 to $99 per barrel in 2022 (+40%
YoY), the increase was primarily attributed to the supply
interruptions caused by the Russian invasion of Ukraine
and the subsequent western sanctions and bans on
Russian oil exports. In addition, post pandemic economic
recovery, and the OPEC+ production Cuts later on the

year.

4) Exercising of Voting Rights
No voting rights were exercised during the year.

5) Fund Board Annual Report

a. Names of Fund Board Members

e Ali Abdulaziz Al Hawas - Chairman - Dependent Member

e Feras Abdulrazag Houhou - Dependent Member

e  Ammar Hasan Yasin Bakheet - Independent member

e Abdulaziz Mohammed Al-Khorayef - Independent
member

b. Abriefabout 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

ol e 8305 ) Jlaz) oadl W1 1 plad) ) s ol
QLY doroll Ll e B3L3 &yl JAT Sy pladl
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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 & 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.

c. 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
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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.

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

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
conventional funds managed by the Fund Manager for a total
amount of SR 80,000 per year to the independent board
members collectively. 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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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

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 Murabaha
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.
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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

2022. 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 Bouiall e (T

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 2022, 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

2.00%
2.50%

The fund underperformed the benchmark by 50 bps.

Fund Performance
Benchmark Performance

5) Terms & Conditions Material Changes

1. Amending the fund’s Terms & Conditions in order to
comply with the requirements of annex (1) of the
amended Investment Funds Regulations.

2. Non-fundamental Changes: Change the fund's English
and Arabic Name (where applicable).

3. Non-fundamental Changes: as shown below:

First: Changing the fund’s Auditor (where applicable).
Second: Amending and adding definitions.
Third: Amending the Fund’s summary.
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Fourth: Adding the minimum subscription and the
additional subscription through the Individual Saving
Program (ISP) - where applicable.
Fifth: Amending subparagraphs (g, k) in paragraph (3)
“Investment Policies and Practices”
Sixth: Amending subparagraphs (a, b, c) in paragraph (9)
“Fees, Charges and Expenses”.
Seventh: Amending subparagraph(b,e) in paragraph (10)
“Valuation and Pricing”.
Eighth: Amending subparagraphs (d, f) in paragraph (24)
“Fund Board”.

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

management fees charged by investments in the following
funds have been rebated:
- SNB Capital Saudi Riyal 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.

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.
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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.

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

- The fund operator must process requests for

subscriptions or redemption according to the fund’s

Terms & Conditions.
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- 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

KPMG Professional Services
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Saudi Arabia
Tel: +966118748500
Website: www.kpmg.com/sa

G) Financial Statements

As shown below in the financial statements section.
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SNB CAPITAL AL RAZEEN SAR LIQUIDITY FUND
(formerly known as Saudi Riyal Liquidity Fund (Al Razeen — SAR))
(Managed by the SNB Capital Company)

FINANCIAL STATEMENTS
For the year ended 31 December 2022
with
Independent Auditor’s Report to the Unitholders
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Independent Auditor's Report

To the Unitholders of SNB Capital Al Razeen SAR Liquidity Fund (formerly known as Saudi Riyal Liquidity
Fund (Al Razeen — SAR))

We have audited the financial statements of SNB Capital Al Razeen SAR Liquidity Fund (the “Fund”) managed
by the SNB Capital Company (the “Fund Manager”), which comprise the statement of financial position as at 31
December 2022, the statements of profit or loss and other comprehensive income, changes in net assets
attributable to the Unitholders and cash fiows 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 2022, 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 the 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 International Code of Ethics for Professional Accountants (including International Independence Standards),
that is endorsed in the Kingdom of Saudi Arabia (the “Code”), that are relevant to our audit of the financial
statements, and we have fulfilled our other ethical responsibilities in accordance with the Code’s requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other matter

The financial statements of the Fund as at and for the year ended 31 December 2021 were audited by another
auditor who expressed an unmodified opinion on those financial statements on 31 March 2022.

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 IFRS that are endorsed in the Kingdom of Saudi Arabia and other standards and
pronouncements issued by the 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 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 concemn, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the Fund Manager either intends to liquidate the Fund or to cease
operations, or has no realistic alternative but to do so.

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

KPMG Professional Services, a professional closed joint stock company registered in the Kingdom of Saudi Arabia with the paid-up capital of SAR (40,000,000). Previously known as “KPMG
Al Fozan & Partners Cerfified Public Accountants”. A non-partner member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a
private English p limited by All rights
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Independent Auditor's Report

To the Unitholders of SNB Capital Al Razeen SAR Liquidity Fund (formerly known as Saudi Riyal Liquidity
Fund (Al Razeen — SAR)) (continued)

[Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. ‘Reasonable assurance’ is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with International Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia, will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with International Standards on Auditing that are endorsed in the Kingdom of
Saudi Arabia, we exercise professional judgement and maintain professional scepticism throughout the audit.
We also:

¢ l|dentify 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. Qur
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 SNB Capital Al Razeen SAR Liquidity Fund (the “Fund”).

KPMG Professional Services

Ebrahim Oboud Baeshen |/ )
License No. 382 | /

Riyadh: 01 Ramadan 1444H
Corresponding to 23 March 2023



SNB CAPITAL AL RAZEEN SAR LIQUIDITY FUND (formerly known as Saudi Riyal

Liquidity Fund (Al Razeen — SAR))
(Managed by the SNB Capital Company)

STATEMENT OF FINANCIAL POSITION
As at 31 December 2022

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

Note

ASSETS

Cash at bank 8
Investments — net 9
Other receivables

Total assets

LIABILITIES

Other payables

Net Assets attributable to unitholders

Units in issue in thousands (number) 10

Net Assets per unit (SAR)

31 December

31 December

2022 2021
109 6,022
826,070 797,386
25 123
826,204 803,531
3,199 5415
823,004 798,116
27,494 27,193
29.9337 29.3500

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




SNB CAPITAL AL RAZEEN SAR LIQUIDITY FUND (formerly known as Saudi Riyal
Liquidity Fund (Al Razeen — SAR))
(Managed by the SNB Capital Company)

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
For the year ended 31 December 2022
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

Note  For the year ended 31 December

2022 2021
Special commission income on Murabaha contracts 17,377 6,895
Realised gain on FVTPL investments — net 472 374
Unrealised gain on FVTPL investments — net 920 84
Other income 429 161
Total income 18,368 7,514
Expenses
Management fees 12 (2,341) (2,566)
Value added tax expense (351) (385)
Administrative expense (159) (201)
(Charge) / reversal of expected credit loss allowance (63) 371
Total operating expenses (2,914) (2,781)
Profit for the year 15,454 4,733
Other comprehensive income for the year - --
[otal comprehensive income for the year 15,454 4,733

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




SNB CAPITAL AL RAZEEN SAR LIQUDITY FUND (formerly known as Saudi Riyal
Liquidity Fund (Al Razeen — SAR))
(Managed by the SNB Capital Company)

STATEMENT OF CHANGES IN NET ASSETS ATTRIBUTABLE TO UNITHOLDERS
For the year ended 31 December 2022
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

For the year ended 31 December

2022 2021
Net Assets attributable to unitholders at the beginning of
the year 798,116 866,240
Total comprehensive income for the year 15,454 4,733
Increase / (decrease) in net assets from unit transactions
during the year
Proceeds from units issued 135,120 60,991
Value of units redeemed (125,686) (133,848)
9,435 (72,857)
Net Assets attributable to the Unitholders at the end
Of the year 823,004 798,1 16

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




SNB CAPITAL AL RAZEEN SAR LIQUIDITY FUND (formerly known as Saudi Riyal

Liquidity Fund (Al Razeen — SAR))
(Managed by the SNB Capital Company)

STATEMENT OF CASH FLOWS
For the year ended 31 December 2022

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

Cash flows from operating activities
Profit for the year

Adjustments for:

Realised gain on FVTPL investments — net
Unrealised gain on FVTPL investments — net
Charge / (reversal) of expected credit loss allowance

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

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

Proceeds from units issued

Value of units redeemed

Net cash generated from / (used in) from financing
activities

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

2022 2021
15,454 4,733

472) (374)

(90) (84)

63 (371)

14,955 3,904

3,140 (73,628)

(31,325) 128,615

98 (123)

(2,216) 4293

(15,348) 63,061

135,120 60,991

(125,686) (133,848)

9,435 (72,857)

(5,913) (9,796)

8 6,022 15,818
8 109 6,022

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




SNB CAPITAL AL RAZEEN SAR LIQUIDITY FUND (formerly known as Saudi Riyal
Liquidity Fund (Al Razeen — SAR))
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

1. THE FUND AND ITS ACTIVITIES

SNB Capital Al Razeen SAR Liquidity Fund (formerly known as Saudi Riyal Liquidity Fund (Al
Razeen — SAR) (the “Fund”) is a Shariah compliant, open-ended investment fund, managed by the SNB
Capital Company (the “Fund Manager”), a subsidiary of the Saudi National Bank (the "Bank"), for the
benefit of the Fund’s Unitholders. The fund is established under article 31 of the Investment Fund
Regulations (“the regulations”) issued by the Capital Market Authority (“CMA”).

The objective of the Fund is to invest in short term money market instruments in SAR or USD and
other funds that have similar objectives and risk. The Fund may also invest in long-term Sukuks and
bonds up to 20% of its net assets. The Fund does not make any distributions to Unitholders. Instead,
capital gains and dividends will be reinvested.

The terms and conditions of the Fund were issued on 1 Rabi-ul-Awal 1409 H (corresponding to 13
October 1988). The Fund commenced its activities on 19 Rabi-ul-Awal 1409 H (corresponding to 31
October 1988).

The Fund is governed by the Investment Funds Regulations (the “Regulations”) published by Capital

Market Authority (“CMA”) on 3 Dhul Hijja 1427H (corresponding to 24 December 2006) The
Regulations were amended on 12 Rajab 1442H (corresponding to 24 February 2021).

2.  BASIS OF ACCOUNTING

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

3. BASIS OF MEASUREMENT

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

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

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 and
have been rounded off to the nearest thousand unless otherwise stated.

5. CHANGES IN FUND’S TERMS AND CONDITIONS
The Fund’s name has been changed during the year. There have been no other revisions in the terms and
conditions of the Fund during the year.




SNB CAPITAL AL RAZEEN SAR LIQUIDITY FUND (formerly known as Saudi Riyal
Liquidity Fund (Al Razeen — SAR))
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

6. CRITICAL ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the financial statements requires the Fund Manager 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.

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 market price, because this price is assessed to
be a 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 1: inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that
the entity can access at the measurement date;

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

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

The Fund 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 other
financial assets and liabilities such as investments at amortised cost, cash and cash equivalents, other
receivables and other payables, the carrying values were determined to be a reasonable approximation of
fair value. The Fund has classified cash and cash equivalents as level 1 while remaining financial assets and
liabilities are classified as level 3 as per the fair value hierarchy.




SNB CAPITAL AL RAZEEN SAR LIQUIDITY FUND (formerly known as Saudi Riyal
Liquidity Fund (Al Razeen — SAR))
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

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

Measurement of expected credit loss allowance

The measurement of the expected credit loss allowance for financial assets measured at amortised cost
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 are further
detailed in Note 13.1.2 (a).

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




SNB CAPITAL AL RAZEEN SAR LIQUIDITY FUND (formerly known as Saudi Riyal
Liquidity Fund (Al Razeen — SAR))
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

7. SIGNIFICANT ACCOUNTING POLICIES (continued)

7.2 Financial assets and liabilities

Classification of financial assets

On initial recognition, a financial asset is measured at its fair value and classified as measured 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 itis held within a business model whose objective is to hold assets to collect contractual cash flows;
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.

Financial assets measured at 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.

Financial assets measured at FVTPL

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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SNB CAPITAL AL RAZEEN SAR LIQUIDITY FUND (formerly known as Saudi Riyal
Liquidity Fund (Al Razeen — SAR))
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

7. SIGNIFICANT ACCOUNTING POLICIES (continued)

7.2 Financial assets and liabilities (continued)

Business model assessment (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.

11



SNB CAPITAL AL RAZEEN SAR LIQUIDITY FUND (formerly known as Saudi Riyal
Liquidity Fund (Al Razeen — SAR))
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

7. SIGNIFICANT ACCOUNTING POLICIES (continued)

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

Financial assets and liabilities 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. The Fund
shall recognise a financial asset or a financial liability in its statement of financial position when, and
only when, the entity becomes party to the contractual provisions of the instrument. Other financial
assets and financial liabilities are recognized on the date on which they are originated.

A 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 measured 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 — net in the statement of profit or loss and comprehensive income.

Financial assets and financial liabilities measured at amortised cost are subsequently measured at
amortised cost using the effective interest / commission method and is recognized in the statement of
profit or loss and other comprehensive income. Any gain or loss on de-recognition is also recognized in
the statement of profit or loss and other 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 the statement of profit
or loss and other 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.

12



SNB CAPITAL AL RAZEEN SAR LIQUIDITY FUND (formerly known as Saudi Riyal
Liquidity Fund (Al Razeen — SAR))
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

7. SIGNIFICANT ACCOUNTING POLICIES (continued)

7.2 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.

7.3 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. Provisions are not recognised for future
operating losses.

7.4 Net assets value per unit

The net assets value per unit is calculated by dividing the net assets attributable to the Unitholders
included in the statement of financial position by the number of units outstanding at the year end.

7.5 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 they are 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

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

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

13



SNB CAPITAL AL RAZEEN SAR LIQUIDITY FUND (formerly known as Saudi Riyal
Liquidity Fund (Al Razeen — SAR))
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

7.  SIGNIFICANT ACCOUNTING POLICIES (continued)

7.6  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.

7.7  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.

7.8  Management fee expense

Management fee expense is recognized in the statement of profit or loss and other comprehensive income
as the related services are performed.

7.9  Accrued expenses and other payables

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

7.10 New standards, 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 2022. The Fund Manager has assessed that the amendments
have no significant impact on the Fund’s financial statements.

Standards / Interpretations and Amendments

Amendments to IAS 37 - Onerous Contracts — Cost of Fulfilling a Contract

Annual Improvements to IFRS Standards 2018-2020

COVID-19-Related Rent Concessions beyond 30 June 2021 — Amendment to IFRS 16
Reference to the Conceptual Framework (Amendments to IFRS 3)

Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16)
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SNB CAPITAL AL RAZEEN SAR LIQUIDITY FUND (formerly known as Saudi Riyal
Liquidity Fund (Al Razeen — SAR))
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

7.  SIGNIFICANT ACCOUNTING POLICIES (continued)

7.11 Standards, interpretation and amendments issued but not yet effective

Standards, interpretations and amendments 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 and IFRS  Disclosure of accounting policies 1 January, 2023
practice statement 2
Amendments to IAS 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 17 Insurance Contracts 1 January, 2023
Amendments to IFRS 16 Lease Liability in a Sale and 1 January, 2024
Leaseback
Amendments to IAS 1 Classification of liabilities as current or 1 January, 2024
non-current
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 a sound credit rating.

9. INVESTMENTS - NET

31 December 31 December

Notes 2022 2021

Investments measured at amortised cost — net i) 754,562 723,300
Investments measured at fair value through profit or loss ii) 71,508 74,086
826,070 797,386
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SNB CAPITAL AL RAZEEN SAR LIQUIDITY FUND (formerly known as Saudi Riyal
Liquidity Fund (Al Razeen — SAR))
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

9. INVESTMENTS (CONTINUED)

i) Investments measured at amortised cost — net_

Investments measured at amortised cost include the following:

31 December 31 December
Notes

2022 2021
Investments in murabaha contracts a) 754,702 723,378
Less: Allowance for expected credit loss (140) (78)
Net investments measured at amortised cost 754,562 723,300

a) Murabaha placements are held with local and international banks. These carry profit rates ranging
from 4.00% to 6.30% (2021: 0.88% to 1.47%) with maturity up to 21 June 2023.

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
2022 2021

Units of SNB Capital Saudi Riyal Trade Fund — a related party 71,508 74,086

10. UNITS TRANSACTIONS

Transactions in units during the year are summarized as follows:

For the year ended 31December

2022 2021
Units in 000 Units in 000

Units at the beginning of the year 27,193 29,679
Units issued 7,719 2,085
Units redeemed (7,418) (4,571)
Net decrease in units 301 (2,486)
Units at the end of the year 27,494 27,193

As at 31 December 2022, the top 5 unitholders represented 63.18% (2021: 64.22%) of the Fund’s units.
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SNB CAPITAL AL RAZEEN SAR LIQUIDITY FUND (formerly known as Saudi Riyal
Liquidity Fund (Al Razeen — SAR))
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

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 debt investments measured at amortized cost using the incurred loss model,
whereas IFRS 9 requires provisions to be measured using the ECL method. This has resulted in a
difference between net assets calculated as per the CMA circular (“trading net assets”) and as per
requirements of IFRS 9 (“reported net assets”). The following table shows the reconciliation between the
Fund’s reported net assets and trading net assets:

31 December 31 December

2022 2021

Reported equity of the Fund 823,004 798,116
Add: Expected credit loss allowance 140 78
823,144 798,194

Less: Provision for incurred credit losses - -
Traded net assets of the Fund 823,144 798,194
Number of units in issue 27,494 27,193
Traded equity per unit of the Fund 29.9390 29.3529

12. RELATED PARTY TRANSACTIONS AND BALANCES

The related party of the Fund includes the Fund Manager, the Fund Board, other funds managed by the
Fund Manager, and the 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 0.50% p.a. (2021: 0.50%)
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% (2021:0.50%) 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.

Following are the details of transactions and balances with fund manager related to management fees and
other expenses

Amount of transactions for
the vear ended

Payable Balance as at

Nature of 31 December 31 December 31 December 31 December
Related party transaction 2022 2021 2022 2021
SNB Capital Management fee 2,341 2,566 618 614

Company
Expenses paid on
behalf of the Fund 511 586 184 223
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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 2022, the Fund is exposed to commission rate risk on its investments in Murhabas. A
reasonably possible change of 10 basis points in interest rates at the reporting date would have increased
(decreased) net assets and profit or loss by SAR 0.75 million (2021: SAR 0.72 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 net assets 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 mutual fund units 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)

¢) Other price risk (continued)

The effect on the net assets (as a result of the change in the fair value of investments as at 31 December

due to a reasonably possible notional change in net assets attributable to the Unitholders of FVTPL
investments, with all other variables held constants is as follows:

31 December 2022 31 December 2021

Effect on equity +10% 7,151 +10% 7,409

13.1.2 Credit risk

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

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

As at the statement of financial position date, the fund’s exposure to credit risk for its bank balances is
represented by cash at bank with a local bank having Moody’s credit rating of A3 which is inline with
globally understood definition of investment grade. Accordingly, there is no impact of expected credit
loss allowance on this balance.

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 financial 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 financial 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.
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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 key inputs into the measurement of ECL are the term structure of the following variables:

Probability of default (PD)
Loss given default (LGD)
Exposure at default (EAD)

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

Stage 1 — financial assets that are not significantly deteriorated in credit quality since origination.
The impairment allowance is recorded based on 12 months 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 lifetime PD.

Stage 3 — financial assets that are credit impaired, the Fund recognizes the impairment allowance
based on lifetime 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 2022 2021
Stage 1 Stage 2 Stage 3 Total Total

Investments measured at
amortised cost 754,702 - -- 754,702 723,378
Expected credit loss allowance (140) _ _ (140) (78)
Carrying amount 754,562 - - 754,562 723,300
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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 2022 and 31 December 2021, the Fund has investments measured at amortized cost
with the following credit quality:

Credit ratings 31 December 31 December
2022 2021

A 11% --
A- 7% 21%
BBB+ 82% 67%
BBB - 6%
BB+ - 6%
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 the Kingdom of 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 2022 78 -- -- 78
Charge during the year 62 -- -- 62
Expected credit loss as at 31 December 2022 140 140

There was no movement in stages of financial instruments during the year.
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13. FINANCIAL RISK MANAGEMENT (CONTINUED)

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 expected maturity of all liabilities outstanding at the reporting date are within six months (2021: 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.

14. 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.
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15. LAST VALUATION DAY

The last valuation day for the purpose of preparation of these financial statements was 29 December 2022
(2021: 30 December 2021).

16. APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were approved by the Fund Manager 01 Ramadan 1444H corresponding to
23 March 2023.
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