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A) Investment Fund Information

Skl Bgdive loglae (I

1) Name of the Investment Fund
SNB Capital Sovereign Sukuk Fund

2) Investment Objectives and Policies

e  Fund’s Objectives:
The Fund aims to provide long term capital appreciation
by primarily investing in Sovereign Sukuk denominated
in Saudi Riyals issued by government entities in the
Kingdom of Saudi Arabia.
e Investment Policies and Practices:

The Fund primarily invests in Sovereign Sukuk
denominated in Saudi Riyals issued by government
entities in the Kingdom of Saudi Arabia, namely, the
Public Debt Management Office of Ministry of Finance,
SAMA, and government funds, including sovereign
funds, funds that take the form of pension and
endowment funds which are fully and directly or
indirectly owned by a government entity in accordance
with the Fund's Shariah guidelines. Further, the Fund
invests in short-term cash instruments (Murabaha), and
money market funds in accordance with the Fund's
Shariah guidelines, The Fund may invest in derivative
contracts linked to instruments and structured products
that are compatible with the Sharia regulations of the
Fund, and structured instruments and products that are
compliant with the Sharia regulations of the Fund
denominated in Saudi Riyals. The fund manager has the
right to keep a larger part or all of the fund's assets in
cash or short or long-term murabaha investments if he
believes that the market conditions or economic
conditions relatively inappropriate.

3) Distribution of Income & Gain Policy

All profit will be reinvested in the Fund. But the fund manager

has the right to distribute profit to the fund’s unit holders

under his own his own discretion based on the fund’s

performance and market conditions.

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)

SIBOR 3-month index. For more information, please visit the

Thomson Reuters website.
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B) Fund Performance Bl slol (&

1) A comparative table covering the last three financial s omald] oo of /8 4381 SN Al &l g Gai dylie Joua (1
years/or since inception, highlighting: o9
Year 2022 2021 2020 A
NAV* 102,847,199 573,886,646  1,030,857,055 *G9iuall JWT dosd Jlo
NAV per Unit* 10.00 10.64 10.79 S Gl e ‘““:5:
Highest Price per Unit — Class A* 10.68 10.94 10.92 ] 2381 — U9 yw Sl
Highest Price per Unit — Class B* 10.66 10.93 11.16 *O 238l — Bug yaw el
Lowest Price per Unit — Class A * 0.00 10.62 10.76 ] 2| — Bu>g yauw J31
Lowest Price per Unit — Class B * 9.78 10.60 10.42 *O &38| — Bu>g yaw JBI
Number of Units 10,327,082 53,980,574 95,476,410 Oldgll sue
Income Distribution Per Unit N/A N/A 0.10 B>y U dejgall ZL)Y dass
Fees & Expense Ratio 0.65% 0.76% 0.06% Ol raslly p gyl deud

Percentage of borrowed assets from
the total asset value, the period of
their exposure period and due date

dlzl o0 Lofad Jgedl duwd
N/A N/A N/A Fo)ly LSS sy cJguod! doid
(a9 0f) Ledlasiuw!

(if any)
*In Saudi Riyal Sagaudl JU,JL*
2) A performance record that covers the following: tdb b o slof Joxw (2

a. The total return for the fund compared to the

S By Dad 5alb d3ylie Bowiuall ezl Wilal
benchmark for 1 year, 3 years, 5 years and since e shsaly d)lie 59 ""! Y

inception: t ol Loy il g s ¢l giose
. —_
period Since In‘c.ep.t'lon 5 Ye.ars 3 Years 1“Year )
ool Jco Olgiw 5 Olgiw 3 Lo
Return% — %3 9huall Jile
Class A -3.27 N/A N/A -4.91 T dsal
Return% — % 9huall Ll
Class B 0.53 N/A -1.31 -6.25 o &l
Benchmark % 1.90 N/A 1.74 3.20 % i gall Sle
* Fund Return for Class (A) have calculated till 10 May. 92le 10 7y z> (1) &2l Gouall wile*
SNB Capital Sovereign Sukuk Fund Page 3 of 13 Daleud! JgSall oY Bguie
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b. The annual total return for the fund compared to the

C.

3)

benchmark for the last 10 years/ or since inception:

Ahal) bl Blke Godiall Goiadl JazYl Sl o

t ol Lo ol /el &l o

Year 2022* 2021 2020 2019 2018 2017 2016 2015 2014 2013 ddl
E::tsirz% - 419 -143 423 607 N/A N/A NA N/A NA NA %w&?:':
gf;;r;% - 625 -1.60 420 607 N/A N/A N/A NA NA NA %dj&j‘;;
Benchmark % 3.20 0.82 1.22 1.82 N/A N/A N/A N/A N/A N/A % sl dile
* Fund Return for Class (A) have calculated till 10 May. 52l 10 fyl g (1) dxal) Gganall wile*
Actual fees and fund expenses paid by the investment Bguall lghess (31 C¥ly ©Yganlly Sladsdl blis .z
Z.ls::tt:/irll:eg: the year as a percentage of average Net d}qoi fad ébo gia oo dogia Wﬁw‘ e e
- . FSsial
Fees and Expenses Juy :.&JI % dugiall Al O naolly pguyll
SAR ‘000 -
Management Fees - Class A 168 0.25% T sl - 8ylaYl Gl
Management Fees - Class B 846 0.40% O dall - BylaYl ol
VAT on Management Fees 152 0.00% Byl Gl e ddlaoll Aol dops
Custodian Fees 132 0.00% Laazl o gu)
Auditor Fees 52 0.00% Ol gzl Gl
Fund Admin Expenses 0 0.00% ol ldaal Cayylae
CMA Fees 7 0.00% LI Byl L o gan)
Tadawul Fees 0 0.00% J9l aBge e Godiall loglan id pgusy
Other Fees 30 0.00% Sy cylan
Shariah Committee Fees 0 0.00% e 2l diolll Olous Glast
O 000K sl e
Total Fees and Expenses 1,387 %0.65 ybaslly pgwyl & gexe

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.

BA UM Cdus> duprgr Olas (3
22LaidY slof A dole 5,125

Bk (FOMC) d>gidall Ggud) 4805l ddlyipd)l dielll caols -
8USLa] yauw 285y ol o 02022 pladl IS Badidie U85 duwlw
Jlezb pladl o pews I pole seds o dliey Jlte SSdo Jhadll
Llgs § %4.509 %4.25 ¢ I yaw Blat) Juad (ulud dlads 425

.‘abdl
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- 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%).

- 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.

the SAR Sovereign Sukuk vyield

- Similarly, curve

experienced an upward shift; 2-year Sukuk vyield
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
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

iy o by 8 &linell dguol pans sl ) il caals LS
Wl 5o ol s IS (93l dm $oyel HY93 0943 8.9 Jolw Lo
OLYl @ Bugial Gl (S sl golin) dneds Candd)l (3l
Ougiuall @98 psuaill Obgiune gla3Y Lzl @by3 39259 .oLaidYlg
Alladl ©bgiue iy

Gl Gy cpladl UM AS55aY1 Al Olias SBlge (soxie aithyl
agb Olbwdl Blgm dlae ST Ko J2YI 5uad Oltwd! Llge
by dpuadl duwlued! doiidy dalate Cdglie J) 3 39239 J2YI
363 )ldes (atiewd 33l Wildias Sile ad)l 5LamdYl gad e a8 giell
Olgin 5 &33! Oldins Ll aihylg ((%4.4 ) %0.7 (50) polosd dlaits
Oldins Ble adhyly (%3.9 JI %1.3 o) elel dais 268 ,lude
(%3.8 U1 %1.5 (o) poleod dlas 231 ey il give 103 &zl
bl O Guad! dwbud! s I Lalle a3S5a)l Jgidl cgzred
Bale] LB Yuas ady Ll (Lls) (S3 92wl (5355l il B i
(Sl gyll) (uSlandl sl Bale] LSS cVnag (su,1) sl
Jdaeg ¢%5.00 i gl Jdas sl o ¢ bl Aas 400 Jlob
%4450 s (5uSall g,

Gsudl @ Lty legibge il ogaudl JU)I Dgpu 0llss e
Asostoll 23101 U grad! Syt 1y o 02022 plall IS el
a3l Az (uSlaall s adly sladl Bole] Gldos) (294l awgiall Gba
A Waog Bylae (gdse e IS S39au0 Jly slede 107 plall IS
- £2022 golo pgds SN S92 Jby Hlide 5.8 Wlgiws-5 848 M >
2.5 JI duad pladl O3 Tl (M13) Telasy) 290l (e Jdas g WS
Al I3 %8 ey e lasyl Jslas Lo gl ($392w Jby 0943

& Guelias Yoo L)l dpsgacadl Dol J5Siall le aomio g LS
=Y Gasaadl JUb Dogaud! HeSiall Wle ai)l G 22022 ple
Lle xihly (%4.6 J) %1.0 o) pell Akl 357 Hladey (aiies
dhai 185 Hludey Wigw 5 J2Y Gogaudl JuPL gl 25l
JUb Dgadl 9o wile aihyl laiw ((%4.1 J)] %2.2 (30) Loluod
00) polul dlad 166 Hludes Olgiuw 10 LY J2Y) I3 Gogaull
(%4.5 41 %2.9

Cms cplall I Lol TS B0 gl g2l 0 (2131 b5 S
bugidb B dolus Obgiue wSad Qlusd! zgiell Couss @3
BLEYL 5all dadluall Jgid) Tad sudaiell 2515g)) Hlawd zamyall
L)l ((wnboy sonli) Il 5 papall OVae (0 ol isla Jl
o0 iyl gl S - Ao luall gidl el e sl 2lud! giall
Bl S oSad goll Adlass B3L) 5 )l Ol dumgio Cpod
($39audl JUIL gl oy 5138l (S gins
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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
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 Naif Abduljalil Al Saif - Dependent Member

e Ammar Hasan Yasin Bakheet - Independent member

e Abdulaziz Mohammed Al-Khorayef - Independent
member

51 3 800 gmlie Juas gily %4.7 Syt J| had (bl dlats
Bua) ygnlie 1yl WS %5.3 Sgime J) Jrad (old da 443 ey
95.9 (S giuns 3 ool dais 481 Hlddas 4ed 12

olelayl (HgaY) I Yol Hodl o (2,8Y1 SYane Wugh
e By Jure adhyl Gu, 02022 pldl s Lol dbg=le
Jdre 2diyly %44 Sgiws ] Juad (oled dais 429 Hlditay d>g
LS <%4.8 (S g ) ) olil s 456 ldies o1 3 8uka) yg0)
965.5 Syt Bz (bl dads 490 Hlhiay ygd 12 8ol jauY ad)l
Jogad Balel de ) Sty Adoall Dbl (! Whylse] @S,
O)lg39 LobaxdNI o9 all ) e 5a3 plall W3- ddsuial @il)ldus)!
le £2022 ple UM @1 (oSl caall Jlaz] b oo dsilipal
JlazY! ool W1 (g0 %25 sl bo 5l S35 Jby slide 990 sl
Pl &lgn $a9re by e 938 Ejlis ddgacdl duyall kel
Sgms Aol JLzl doodl W e %29 Jola Lo sl Gl
ol e 805 I JlazYl ol g5l I pladl il s olasl
Qo ol 5l pms 80L3s &5yl JBT S plall

dl £2021 ple § Jral 5995 71 (o iy o5 yaus Jawgio ayl LS
¢ (%40 Jlaiay Gy FESI ol L) £2022 ple § drordd Y95 99
WLSHY (gwa )l g3all damdds (opall Whgima B ) W3 35m9
@b J1 BLoYL (gwayl il @holio e daylill doyal) ©lsaally
Tl byt pais (OPECH) pub bl delate plids (alall sLazdyl
ol e ol )l IS Laal)

Dgiudl Cogratll Oluyles

(4
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b. Abrief about of the fund board members' qualifications

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

Naif Al-Saif: He is currently the Head of Principal Investments
in SNB Capital. Naif joined Samba in February 2006. He has
15 years of experience. In Samba, Naif has managed the fixed
income portfolio of more than SAR 60 billion and managed
the public budget of SAR 225 billion. He is also the Chief
Operating Officer in Samba London. Moreover, he is a
member in Samba's Asset and Liability Committee. He has
taken part in several strategic projects in developing the
Saudi banking sector. Prior to joining Samba, he worked for
Saudi Hollandi Bank, Derivatives Department, Treasury
Section. Naif holds a bachelor's degree with Honors in
Finance and Economics from King Fahd University of
Petroleum and Minerals and MBA from Prince Sultan
University.

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:

Biall B)13] pules sbiacl CMBe (e B .0
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10.

11.

12.

13.

Approving material contracts, decisions and reports
involving the fund.

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

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

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.

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).
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.

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.

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.

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.

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.

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

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

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.
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d. Remuneration of fund board members

Independent Board members shall be remunerated by the
Fund Manager for attending at least two Board meetings per
annum, which is the minimum number of the Fund’s Board
meetings, which shall be paid from the Fund’s assets. It
should be noted that this remuneration represents a sum of
SAR 20,000 per year for the sole independent director.
Independent Board Members shall also be entitled to travel
allowances of a maximum of SAR 7,500 for the sole
independent director paid from the Fund’s assets. They shall
not be included in the remuneration paid to independent
directors. Non-independent Board Members shall not be
entitled to any remuneration from the Fund Manager in
consideration for their roles as Board members of the Fund.
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.

f. A statement showing all the funds boards that the
relevant board member is participating in
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Fund’s/ Member’s Name Sdlus s b e g2l [ Gguiuall el
Gl e el s
Abdulaziz Ammar Naif  Ali Al
AlKhorayef Bakheet AlSaif Hawas
SNB Capital Arab Markets Equity Fund N4 V4 V4 dyall ol Blgud oY By
SNB Capital GCC Financial Sector Fund N4 v N4 Gl Lol glasll k?l.aill B9due
SNB Capital Al Musahem Saudi Equity v v v Ztgawlwiu Mwl&‘}ll@m
Fund
SNB Capital Sovereign Sukuk Fund Vv N4 N4 N4 Dol HgSall (?l.a,‘)n Bydue
SNB Capital Corporates Sukuk Fund Vv N4 N4 Sl HeSal k?l.aill B9due
SNB Capital Real Estate Fund v Sliall oYl Goue

SNB Capital GCC Growth and Income
Fund

J5ly geill el oYl Boie

SNB Capital Global REITs Fund

ol Il oY1 Ggine

SNB Capital Fund of REITs Fund

Uglotiall AWl Hlotiedl Gaoliua) el Jod oo

SNB Capital Freestyle Saudi Equity L3 gaull 0Bl Oyall QoY1 Ggakine
Fund

SNB Capital Saudi Small and Mid-Cap 8l L3 gadl I egud) Y Bguno
Equity Fund ddawgially

SNB Capital Global Health Care Fund

douall Glel) ol L,LQSJI B9luo

SNB Capital GCC Trading Equity Fund

Londsd] 0gudb 8y liold LY Boine

SNB Capital Saudi Trading Equity Fund
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SNB Capital Asia Pacific Index Fund

Shdeanllg bl oganl g0 oY1 Bgakivne

SNB Capital Emerging Markets Index
Fund

aalll Blgwdl pgul 50l JoY Gouo

SNB Capital North America Index Fund

Lol Koyl gl 2300 S0 Gguio

SNB Capital Europe Index Fund

| alalalala] o «lila] &«

Lol pgued r230) oY Ggio

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.

Lo Lgilaw B)aball wbylydlly lgradln cud QI Olegpgall .
A31unY Gauall Gaizsy gl shof cld §
b lady 02022 plal M Slelaizl MW Ggauall H5] pulmo das
Jid o lgadlie cued (@1 gedlsally L)l3) @5 @l bl wad lasl
:@9uall Byl ulze
pladl I 5lolg adluaY Godiall Guims sdle -
(Bgudl dgudl Hble ey § by Gotuall dalaidl jblsdl -
Jwasdlg
LAY diplaall Jggue go &Ll Bgud! Lip 15k Goluall ol -

C) Fund Manager Gl pde (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
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2) Names and addresses of Sub-Manager / Investment
Adviser
None.

3) Investment Activities during the period

With central banks tightening their policy rates to control the
inflationary environment, the fund underweighted the
duration of the benchmark to minimize the negative effect
of the upward shift of yield curves on Sukuk prices, and
focused on diversifying the fund’s Sukuk exposure across
multiple Sukuk tenors.

4) Performance

Class A: Class B:
Fund Performance -4.91% -6.25%
Benchmark Performance 0.61% 3.20%

Class A: Fund underperformed the benchmark by 552 bps.
Class B: fund underperformed the benchmark by 945 bps

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: as shown below:

First: Changing the fund’s Auditor (where applicable).
Second: Amending and adding definitions.

Third: Amending the Fund’s summary.

Fourth: Adding the minimum subscription and the
additional subscription through the Individual Saving
Program (ISP) - where applicable.

Fifth: Amending subparagraphs(c, |) in paragraph (3)
“Investment Policies and Practices”.

Sixth: Amending subparagraphs (a, b, c) in paragraph (9)
“Fees, Charges and Expenses”.

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 0.25% for class (A) and 0.40%
for class (B) of NAV. 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
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a. Conflict of Interests

participating in the offering of an early purchase of KSA
government Sukuk as SNB Capital is one of the lead
managers. The fund board approval was obtained

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

HSBC Saudi Arabia

Olaya, P.0. 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.

1) Name and address of fund operator

SNB Capital Company
King Saud Road, P.0O. Box 22216, Riyadh 11495,
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Saudi Arabia D gl doyall Aol
Tel: +966 920000232 +966 920000232 :ail»
Website: www.alahlicapital.com www.alahlicapital.com : 39 ASIYI a8 gal!
2) Operator’s duties and responsibilities Beuall Jidie Oldggumeg lxrly (2
- In relation to investment funds, the fund operator shall B9diuall Jursd o8 Yosums Bgdinall Jidue 050 -
be responsible for operating the investment fund. ey dball I3 Cldly SBAL Llax=b Gguanall Jido ool -
- The fund operator mfjst maintain th(? books and records & iy Slamgll Do o oty Sl okl d:f;j.: )
related to the operation of the fund it operates. i i ek ool w)’ elllaial (b5 ASLoal
- The fund operator must establish a register of o (wusg o)) WY 2 g8 dddas e Yohuue Bodisall Jadw dad -
unitholders and must maintain it in the Kingdom in .39kuall ¢S>‘|5 by § esde poguaiedl )9l duslsw
accordance to the Investment Funds Regulations. by § lede pograiall o DALY Olelyzb Goiall Jidus poty -
- Thefund operator shall be responsible for the process of Bguall fK"b

Yl g 3Ll Lasads (9inal] ol sl (3 Jggans Gookivall Jicdio da} -

dividends distribution (if available) to unitholders. . .
( ) .G9liuall ﬁ&.‘ﬂj bjﬁ@a)jbwéjwl Old>g yaw Olusg

- 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.
E) Auditor Sblucdl a2l (0
Name and Address of Auditor lgis cblucell a0 el
KPMG Professional Services dugell Slesll ol g §
Riyadh Front — Airport Road P.O Box. 92876, Riyadh 11663, dauyall 8Slanll 11663 (2L ¢92876 .o slaall @yl — (oL, dg=lg
Saudi Arabia L5 gxll
Tel: +966118748500 +966118748500: &>
Website: www.kpmg.com/sa www.kpmg.com/sa : 39 ASIY! xdgall
F) Financial Statements Adladl @S1edll (9
As shown below in the financial statements section. AW @319 ud § oLl b g0 98 LS
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ndependent Auditor's Report

To the Unitholders of SNB Capital Sovereign Sukuk Fund

We have audited the financial statements of SNB Capital Sovereign Sukuk 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 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 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.

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 concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless the Fund Manager either intends to liquidate the Fund or to cease operations, or has no
realistic alternative but to do so.

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

KPMG Professional Services, a 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 Certified Public Accountants”. A non-partner member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a
private English limited by All rights d.
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Independent Auditor's Report

To the Unitholders of SNB Capital Sovereign Sukuk Fund (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

¢ 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.

o 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.

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

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

KPMG Professional Services
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SNB CAPITAL SOVEREIGN SUKUK FUND
(Managed by the SNB Capital Company)

STATEMENT OF FINANCIAL POSITION
As at 31 December 2022

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

ASSETS

Cash and cash equivalents
Investments

Other receivables

Total assets
LIABILITIES

Other payables

Net assets attributable to the Unitholders (Class A)
Net assets attributable to the Unitholders (Class B)

Units in issue in thousands (number) (Class A)
Units in issue in thousands (number) (Class B)

Net assets value per unit (SAR) (Class A)
Net assets value per unit (SAR) (Class B)

Notes 31 December 31 December
2022 2021

8 259 10,592
9 103,210 567,990
613 1,167

104,082 579,749

1,235 5,862

-- 228,262

102,847 345,624

-- 21,445

10 10,327 32,536
-- 10.6441

9.9590 10.6228

The accompanying notes 1 to 15 form an integral part
of these financial statements.
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SNB CAPITAL SOVEREIGN SUKUK FUND
(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 31 December 31 December

2022 2021
Special commission income on Sukuk 7,951 24,043
Realised (loss) / gain on FVTPL investments — net (18,753) 24,492
Unrealised loss on FVTPL investments — net (8,330) (55,638)
Other income 282 133
Total loss (18,850) (6,970)
Management fees 12 (943) (2,801)
Value added tax expense (141) (420)
Other expenses (658) (308)
Total operating expenses (1,742) (3,529)
Loss for the year (20,592) (10,499)
Other comprehensive income for the year - -
Total comprehensive loss for the year (20,592) (10,499)

The accompanying notes 1 to 15 form an integral part
of these financial statements.
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SNB CAPITAL SOVEREIGN SUKUK FUND
(Managed by the SNB Capital Company)

STATEMENT OF CHANGES IN NET ASSETS ATTRIBUTABLE TO THE UNITHOLDERS

For the year ended 31 December 2022
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

Net assets attributable to the Unitholders at the beginning of
the year

Total comprehensive loss for the year
Decrease in net assets from unit transactions during the year
Proceeds from units issued

Value of units redeemed

Net assets attributable to the Unitholders at the end of the year

Of which:
Class — A
Class — B

31 December

31 December

2022 2021
573,887 1,030,857
(20,592) (10,499)

2,669 48,979

(453,117) (495,451)

(450,448) (446,472)
102,847 573,386

- 228,262
102,847 345,625

The accompanying notes 1 to 15 form an integral part

of these financial statements.
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SNB CAPITAL SOVEREIGN SUKUK FUND
(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)

Note 31 December 31 December
2022 2021
Cash flows from operating activities
Loss for the year (20,592) (10,499)
Adjustments for:
Realised loss / (gain) on FVTPL investments — net 18,753 (24,492)
Unrealised loss on FVTPL investment — net 8,330 55,638
6,491 20,647
Net changes in operating assets and liabilities:
Investments measured at FVTPL — net 437,697 393,082
Other receivables 554 15,526
Other payables (4,627) (32,055)
Net cash generated from operating activities 440,115 397,200
Cash flows from financing activities
Proceeds from units issued 2,669 48,980
Value of units redeemed (453,117) (495,451)
Net cash used in financing activities (450,448) (446,471)
Net decrease in cash and cash equivalents (10,333) (49,271)
Cash and cash equivalents at the beginning of the
year 8 10,592 59,863
Cash and cash equivalents at the end of the year 8 259 10,592

The accompanying notes 1 to 15 form an integral part

of these financial statements.
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SNB CAPITAL SOVEREIGN SUKUK FUND
(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 Sovereign Sukuk Fund (“the Fund”) is a Shariah compliant open-ended investment fund,
established under article 31 of the Investment Funds Regulations (“the Regulations™) issued by the
Capital Market Authority (“CMA”), 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 aims to provide long term capital appreciation by primarily investing in Sovereign Sukuk
denominated in Saudi Riyal issued by the Government in the Kingdom of Saudi Arabia and money market
funds that are compatible with Sharia regulations.

The Fund has two classes of redeemable units — Class A and Class B. The Fund Manager charges the
Fund a management fee of 0.25% and 0.40% of the net assets value of Class A and Class B units
respectively at each valuation day. In addition, the Fund Manager has the right to collectively charge the
Fund all other expenses related to the management of the Fund, including but not limited to audit fee and
legal charges subject to limits as set out in the Fund’s terms and conditions.

The terms and conditions of the Fund were issued on 12 Jumada Il 1440H (corresponding to 17 February
2019). The Fund commenced its activities on 1 Jumada Il 1440 (corresponding to 06 February 2019).

The Fund is governed by the Regulations published by the Capital Market Authority (“CMA”) on 3 Dhul
Hijja 1427 H (corresponding to 24 December 2006). The Regulations were further amended on 12 Rajab
1442 H (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 to comply with the applicable provisions of the Investment Funds Regulations issued
by the Capital Market authority (“CMA”) and the Fund’s terms and conditions.

3. BASIS OF MEASUREMENT

The financial statements have been prepared on going concern concept and 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.

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 Riyals (“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
During the period, there have been no revisions in the terms and conditions of the fund.




SNB CAPITAL SOVEREIGN SUKUK FUND
(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

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

The Fund has classified cash and cash equivalents and investments measured at fair value through profit or
loss (FVTPL) as level 1, as per the fair value hierarchy, other than investments in un-listed open-ended
investment funds which are measured using unadjusted net asset value and classified them as level 2 as
per the fair value hierarchy, while the remaining financial assets and liabilities are classified as level 3. During
the year, there has been no transfer in fair value hierarchy. For other financial assets and liabilities, such as
cash and cash equivalents, other receivables and other payables, the carrying values were determined to be a
reasonable approximation of fair value due to their nature.




SNB CAPITAL SOVEREIGN SUKUK FUND
(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

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 change in value.

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

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 measured 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 interest / commission on the principal amount outstanding.

Financial assets measured at FVOCI

A financial asset is measured at FVOCI only if it meets both of the following conditions and is not
designated as measured 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 interest / 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 FVTPL
All financial assets not classified as measured at amortised cost or FVOCI are measured at FVTPL.




SNB CAPITAL SOVEREIGN SUKUK FUND
(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)
Classification of financial assets (continued)

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;

o how managers of the business are compensated — for example, whether compensation is based on the
fair value of the assets managed or the contractual cash flows collected; and

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

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

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

Assessment whether contractual cash flows are solely payments of principal and interest / 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 interest/ 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.
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SNB CAPITAL SOVEREIGN SUKUK FUND
(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)

Classification of financial assets (continued)

Reclassifications

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

Classification of financial liabilities
The Fund classifies its financial liabilities at amortised cost unless it has designated liabilities at FVTPL.
Recognition and initial measurement

Financial assets 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.
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SNB CAPITAL SOVEREIGN SUKUK FUND
(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)
Derecognition (continued)

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.

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 a 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 gains 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 per unit

The net assets 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.
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SNB CAPITAL SOVEREIGN SUKUK FUND
(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)

7.5 Units in issue (continued)
Redeemable units are classified as equity as these meet all of the following conditions:

o they entitle 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 are subordinate to all other classes of
instruments have identical features;

o the instruments do not include any other features that would require classification as a liability; and

o the total expected cash flows attributable to the instruments over their 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 instruments.

Incremental costs directly attributable to the issue or redemption of redeemable units are recognized
directly in net assets as a deduction from the proceeds or part of the acquisition cost.
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 profit
or loss and other comprehensive income.
7.7 Special commission income and expense

Special commission income and expense presented in the statement of profit or loss and other
comprehensive income comprises of commission on financial assets and financial liabilities calculated
based 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.

In calculating special commission income and expense, the effective interest / commission rate is applied
to the gross carrying amount of the asset or to the liability.

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 interest / commission method.

13



SNB CAPITAL SOVEREIGN SUKUK FUND
(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)

7.10 New IFRS standards, IFRIC interpretations and amendments thereof, adopted by the Fund
Below amendments to accounting standards, interpretations and amendments 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)

7.11 Standards 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 January 1, 2023
practice statement 2
Amendments to IAS 8 Definition of accounting estimates January 1, 2023
Amendments to IAS 12 Deferred tax related to assets and January 1, 2023
liabilities arising from a single
transaction
Amendments to IFRS 17 Insurance Contracts January 1, 2023
Amendments to IAS 1 Classification of liabilities as current ~ January 1, 2024
or non-current
Amendments to IFRS 16 Lease Liability in a Sale and January 1, 2024
Leaseback
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 standards, interpretations and amendments 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.
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SNB CAPITAL SOVEREIGN SUKUK FUND
(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. EVTPL INVESTMENTS

31 December 2022 31 December 2021
Cost  Fair Value Cost Fair Value
Funds managed by the Fund Manager
SNB Capital Saudi Riyal Trade Fund —a
related party 21,925 22,052 123,034 123,108
Investments in Sukuk
Government Sukuk — note (a) 88,139 81,158 440,064 444,882
110,064 103,210 563,098 567,990

a) Investments measured at FVTPL include investment made in KSA Government Sukuk with yields
ranging from 2.17% to 4.64% per annum (2021: 2.17% to 4.64% per annum) and having maturities

up till April 2049.

10. UNITS TRANSACTIONS

Transactions in units during the year are summarized as follows:
31 December

31 December

2022 2021

Units’in 000  Units’ in 000

Units at the beginning of the year 53,981 95,476

Units issued 261 4,520

Units redeemed (43,915) (46,015)

Net decrease in units (43,654) (41,495)

Units at the end of the year 10,327 53,981
Of which:

Class — A - 21,445

Class - B 10,327 32,536

11. 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 fees 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 0.25% (2021: 0.25%) per
annum for class A and 0.40% (2021: 0.40%) per annum for class B of the Fund's daily net assets as set

out in the Fund’s terms and conditions.
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SNB CAPITAL SOVEREIGN SUKUK FUND
(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. RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED)

Management fees and other expenses (continued)

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: 0.5%) per annum
of the Fund's net assets 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:

Amounts of
Name of related _ transactions for the Payable Balance as at
Nature of transaction year ended 31 31 December
party December
2022 2021 2022 2021

SNB Capital Management fees 943 2,801
Company Expenses paid on

behalf of the Fund 799 728 509 594

12.  EINANCIAL RISK MANAGEMENT

12.1 Financial risk factors

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

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

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

12.1.1 Market risk

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

a) Foreign exchange risk

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

currency.

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

12.1 Financial risk factors (continued)
12.1.1 Market risk (continued)
b) 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 fixed rate Sukuk.
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 0.81 million (2021: SAR 4.44 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 sovereign sukuks and mutual fund units
which are exposed to other price risk.

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 net assets attributable to +10% +10,321 +10% +56,799
the Unitholders.

12.1.2 Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge their 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 significant exposure to credit risk arises from
cash and cash equivalents, which represents balances with a local bank having Moody’s credit rating of
AA3 which is in line with globally understood definition of investment grade. Accordingly, there is no
impact of expected credit loss allowance on these financial assets.

12.1.3 Liquidity risk

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

12.1 Financial risk factors (continued)

12.1.3 Liquidity risk (continued)

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 not being able to meet Unitholders’
redemption requests 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 Fund manages its liquidity risk by investing predominantly in securities that it expects to be able to
liquidate within short period.

12.1.4 Operational risk

Operational risk is the risk of direct or indirect losses 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 the 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 level agreements 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. LAST VALUATION DAY

The last valuation of day was 29 December 2022 (2021: 30 December 2021).

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.  APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were approved by the Fund Board on 28 Sha’ban 1444H corresponding to 20
March 2023.
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