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A) Investment Fund Information

1) Name of the Investment Fund
SNB Capital Diversified US Dollar Fund

2) Investment Objectives and Policies

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

¢ Investment Policies and Practices:
The fund invests primarily in Sharia compliant short,
medium, and long-term financial instruments, including
but not limited to: trading in money market transactions
such as Murabaha, Wakala, Mudaraba and Musharaka,
fixed income instruments, and Shariah-compliant
alternatives to swaps, repurchase agreements and reverse
repurchase agreements, as well as Structured Products
and Asset-Backed Securities or Sukuk, lease certificates
and contracts, financing deals, Index-linked certificates
and any other instruments approved by the Sharia
Committee.

3) Distribution of Income & Gain Policy

The Fund does not distribute periodic profits to the

unitholders.

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

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

60% of the 30-day rolling average of the 1-month term SOFR

rate, and 40% of the 30-day rolling average of the 3-year USD

SWAP rate.

For more information, please visit service provider website

Thomson Reuters.

Qe Ggdiuo el (1

SorYl YL goiiall oIl G

Glylong Hoiiwl Olubuwy Blual (2

1Gdiall Blual e
& Blon by geudl 3559 (Wl ool dis ] Goanall Bug
sl bl gl

1dlylong Hlodiwl Olwbs @
Uasgiog Bpad LW Olodl § ulul JSiw Bganall poliay
do o (29 sl Dimlll g g Aadlgiall J23 Agbs
U9 dowlpall Jie Al Blguwl Ol § 8yrlinll yasdl Y Jliall
LY el J5Iadly ccolid! J51 Sloaly ¢Sy Laally dylaally
J BLoYL ¢ uSlaall sl Bolely sl 4l Bale] oldlasly Ul
31 gL dayell ol Aagedall AWl BhoYls ASgall Claiiall
dadye Wllgd (baaidll Glaamg 5 dgicy Wislgs «2sSuall
sl D)l e 33155 (5,31 wloal &y g

zLYIg Sl gl dwbws (3
ol Sl e )90 bl ST gy Godiall oot Y

-Jlie B9y Clall wis Ggdiuall p)iS ZUS (4

Ol) dedsdl 3g3ed (39 AIY! aBgally cGguimall soliufwdl Aigall (5
(w9

ddze J2Y Jhguw bl 292 (30) 33 yiedl Juaadl 0 %60 (0 Syo

e £32 (30) 559 il Janal 0 %40 J) 8LVl dols e 51s

Wl gl I égy‘}“ﬁbﬂb Aoladl ldLas)

U090 Ogensd A5 Aol 3930 g8 90 BL) (1 claglaall o Wialy

SNB Capital Diversified US Dollar Fund
Annual Report 2023G

Page 2 of 13

‘53.)&‘3“ DYRUFLVAN] ‘?lb‘ﬁl B9biuo
$2023 il 01



-
SNB Capital

B) Fund Performance Bl slol (&

1) A comparative table covering the last three financial

Jio o /8 Y1 G ALl il giud! (Jris Liylie Jod (1

years/or since inception, highlighting: 129 ¢yl
Year 2023 2022 2021 A
NAV* 179,198,332 209,871,324 348,898,631 *G9iuall dyyoi dod Jlo
NAV per Unit* 1.44 1.38 1.36 S Goiall s 4‘“:5:
ECL NAV* 1.44 1.38 1.36 Wl sl e 8“*’,3] e
428 giall
Highest Price per Unit* 1.44 1.38 1.36 *¥Ba>g ya el
Lowest Price per Unit * 1.38 1.36 1.35 *54>9 yauw J31
Number of Units 124,549,776 151,887,554 256,102,283 Olusgll sue
Income Distribution Per Unit N/A N/A N/A B>y U dcigall ZL)Y) dasd
Fees & Expense Ratio 0.96% 0.92% 0.88% Sl raelly e gyl dend

Percen f borrow from . A
t:ecfo::Igzs(s)etbsaIje,efhsszztrsiodoof N/A N/A N/A “é::; gb‘zﬁ; :if:j;‘ x

their exposure period and due date (if
any)

(3 ) il

*In USD

2) A performance record that covers the following:

a. The total return for the fund compared to the benchmark

for 1 year, 3 years, 5 years and since inception:

Since Inception

5 Years

3 Years

Sordl Yl *

ik b ke ol Jomww (2

Busly dd AA3ell djlie Gowuall ezl Wl

:W‘lﬁl .3.1.63 Ol g (unas ¢l ghaw G

1Year

. 1cep B AR
Period ool Jico Olgiw 5 Oilgiw 3 Lw oA
Return % 1.81 1.99 2.05 4.17 % B9uall Sile
Benchmark % 2.02 1.93 2.35 4.99 % yogall Ko

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

Sal) i 3all Byl Gotivall il Jloz Yl Sl

benchmark for the last 10 years/ or since inception: LT
:le Lo 9l /:L:.pw‘ CJ[}L“;

Year 2023 2022 2021 2020 2019 2018 2017 2016 2015 2014 Ll
Return % 4.17 1.43 0.58 1.32 2.47 1.90 1.35 1.12 059 0.65 % Byuall Lo
Benchmark % 4.99 1.91 0.20 0.46 214 212 1.19 055 082 0.80 % siugadl Sle
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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:

Gauuall lgads ) Clailly Y geally Wloasdl Jilio
dyi&.«ﬁ‘“gha Jawgio oo Dgie deudS pladl Hlue e

‘3giuall
Fees and Expenses Voo i ! Ol panlly p gyl
UsD ‘000 % dugiall
Management Fees 1,402 0.75% Bylo¥l Clasl
VAT on Management Fees 210 0.11% Byl Gl e ddlaoll Aol doqs
Custodian Fees 17 0.01% Laasl e g
Auditor Fees 12 0.01% Sblusdl gzl Ol
Fund Admin Expenses 152 0.08% oYl ldeadl Cayylas
CMA Fees 4 0.002% LI gl dud pgun)
Tadawul Fees 2 0.001% J9li &850 (de Badisall Siloglan 45 pow)
Other Expenses 0 0.00% 3 Caylas
Shariah Committee Fees 5 0.003% e il Ll Oleds Ol
P00 gl
Total Fees and Expenses 1,811 0.96% aybaclly pgwwyll ggocme

Material Changes

The U.S Federal Open Market Committee (FOMC)
maintained a contractionary monetary policy stance going
into 2023, raising the short-term fed fund policy rate (FFR)
by a total of 100 Bps during the year, however, in a more
disperse and steady series of rate hikes in comparison to
2022, reaching a target range of 5.25-5.50% by year-end.
Their actions came at the back of higher than target
inflation levels — although subduing - and supportive labor
market conditions.

Tightening Monetary policy by central banks continued
worldwide 2023, the Saudi Central Bank (SAMA) hiked its
policy rates by a total of 100 Bps, taking the Repo and
Reverse Repo to 6.00% and 5.50% respectively.

The U.S treasury yield-curve steepened slightly YoY with
short-term yields decreasing while long-term bond yields
held steady ;2-year treasury yield decreased by 18 bps to
4.25%, 5-Year treasury yield decreased by 16 bps to
3.85%, while the 10-Year treasury yield remained flat at
3.88%.

The SAR Sovereign Sukuk broadly shifted upward YoY; 2-
year Sukuk yield increased by approximately 66 bps to
5.2%, 5-Year Sukuk yield increased by 38 bps to 4.5%,
while the 10-Year Sukuk yield increased by 18 bps to 4.7%.
The USD LIBOR cessation and market transition to the
alternative Secured Overnight Financing Rate (SOFR)
completed in June 2023. The transition came as a

BA IS Cous Doy g il pad

Geekais (FOMC) d>giaall Bgadd 485,081 ddhyaall dimlll bl
a7y el Cusn 02023 pladl IS Sodide daudd dwbuw
o BB yaw las Juad (bl 3233100 Jlazrb Jaadd! 55
pladl dylae Liady BLS ST 859 ol W@ Y] «%5.509 %5.25
Gugiuadl Ggiuall (e @il Glgiue glas)l dals Jeg . @l
Boad gdll Glgiunally dogedag -plall UM lgolassil o @)1 -
ol

bl I3 dpuall dwlewd! iy Lalle &3S50)l Hgidl & pai!
O3 wYams 3y Lal (L) Gagaudl (G355l cid) a6 Eo
5u)1) eSlaadl el Bole] LS| ey (7 g,)1) sl Bale]
Wi gyl Jdas sBiwl Cus el dais 100 Jlzb (7 guSall
19%65.50 Lis (oSl g0yl Jdang <%6.00

Bylie Ll JSiw 350,091 &li1 Oolbias Kilge st (aasl LS
Oy g2 Bruad wlwdl Wlge plaxil ae Gl pldl 3L
o] Aoy3dl Ol Ble jaassl (Y1 dugb oluud! KSlge
5J dijsdl Sliuw Wl (nasily %425 J) pelel dads 18 Hluae
Olliw Blge clls iw %3.85 J) oleol dais 16 iy Olgive
.%3.88 (S gius Jis &l Olgiw 10 J=Y Ll

Yo gogandl JUlb Dsgacdl Bl HgSiall Sile gomio agds
HeSall wile aihyl Epm {3l plall d5lie pladl Ll die Baclas
Lle gy %5.2 J) Jad pelad dadi 66 )lis Loy cntir J2Y
i)l Lo %45 Lulud dasi 38 Lyl by Wlgias 5 J2Y Sl
%4.7 3] duad) ol 828318 Hldies Olgiuw 10 J2Y HeSiall sSle
V9l Hoidl oy 2181 Jdae S50 plasuiuly b By JeiS|
Ogasaoll pgatll Joan plusinwd Ggadl JWasily o )sadl) Soped)!
losl sl 31 .£2023 559 § )" Sgudl"( axlgll ol
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response to concerns regarding the sustainability and
strength of the benchmark triggering the development of
an alternative. The primary differences between the
LIBOR and SOFR is while the LIBOR represented the bank
lending, forward-looking, uncollateralized, and survey-
based rates, the SOFR represents the risk free, backward
looking, collateralized, and transaction-based rate.

- Saudi Riyal Interbank Average Offered Rate (SAIBOR)
increased across all tenors; 1-Month, 3-Month, and 12-
Month SAIBOR increased by 118 Bps, 89 Bps, and 12 Bps
reaching levels of 5.9%, 6.2%, and 6.0% respectively.

- The 1-Month, 3-Month, and 12-Month Term SOFR rates -
which are the forward-looking measurement of the SOFR,
based on market expectations implied by the derivatives
markets- stood at levels of 4.6%, 4.6%, and 4.9%
respectively by year-end.

- Saudi Sovereign new debt issuances amounted to SAR 189
Bln, taking the total outstanding government
indebtedness to SAR 1,050 BIn by year-end (25% of GDP).

- Excess Saudi Riyal liquidity in the banking sector -
measured by the net daily average reverse repo volumes
— averaged SAR 27 BIn for the year, a decrease of 37%
compared to 2022. Broader money supply (M3) steadily
increased during the year reaching SAR 2.7 TIn (+7.8%
YoY).

- Brent crude oil prices decreased from an average of $99
per barrel in 2022 to $82 per barrel in 2023 (-10% YoY) as
crude oil demand fell short of expectation, despite
voluntary production cuts and geopolitical tensions in the
second half of 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 Mohammad AlSaggaf — Chairman — Non-Independent
Member

e Lloyd Kawara - Non-Independent Member

e  Dr. Basmah Al-Tuwaijri - Independent Member

e Abdulaziz Abalkhail - Independent Member

b. A brief about of the fund board members' qualifications

Mohammad AlSaggaf: Head of Wealth Management Division
at SNB Capital Company. He has 25 years of experience in the
banking and financial institutions sector. Muhammad joined
Saudi National Group in 1994 G in the Retail Banking Services
Department, then he joined the Investment Department in
2004 G. He was also a part of the establishment team of SNB
Capital Company in 2007 G as a Head of the Elite Clients and
Individuals for the Central Region. During his presidency of the
division, he held several positions as a member and chairman
in some internal committees and in the board of directors of

Jodo sl o J) 6ol e ol @89 Aol dikanall Ciglseall
0nSay G B gl Aoy gl o Aol By ,all JSady ol
dallas ddtine GIAY Oganaall il § pasll pB18YI Juaas Hsul
bl o Jd! Janall jagudl (uSas Lo eslpsdl syl e @38
Byl § Bubiniall Dgasaall Sdlelaall e @5lallg

I Telahyl (" )gmle”) Dagaud! Joidl o (P1EYI CVaae g -
dlad’s 118 Hlies dlg ygd Bie) gl Jiae i)l Eu>,02023 ple
).@,Zij AW ) Hgulw Juss &b}')b %5.9 Sy J] Juad U.uLuT
Bka) ygmle 23l LS %6.2 Sgian J) Juadd (ol dlais 89 i
%6.0 Sgiwn 38 olual ddads 12 Hlddes ygdo e USI

Usian) g pus Udly el BMg cdlg yaid Ygudl OVne caily -
Gl (3 duuSaiall Slad gl e Auipoll 8 gedl Jotra) pllasl] Jotnall
Pl dolgis JIsil e %4.95 %4.69 %4.6 S sins «( kil

db Dlde 189 Bupuadl dygandl sl | Whle] cily -
Jby Hlde 1,050 ) deslal! dusgSol ool Jlaz] Juad (o520
(Yl ool g5 ¢y0 %25) pladl dilgis So92us
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)lie %37 038 (olasul ¢pladl NS S39amw Jby le 27 Jawwgie
G Telasyl (M3) 05l (oye Juas agss WS .3l pladl awgias
s (o)l Ul Lo 5T S5m0 JUy 05453 2.7 ) Juad pladl IS5
.‘abdl I %8

d1£2022 ple (3 Juanl 15935 99 (3o iy pls o augin jadssl -
035! &als e £(%10- Jsley L) 02023 ple (3 Juarl 5995 82
@l3gilly deghll Y Gladss o 0l ldgl g9 k)
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some investment funds before assuming the position of Head
of Wealth Management Division in 2021G.

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

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

Abdulaziz Abalkhail: General Director of the Internal Audit
Department at Arabian Internet and Communications Services
Co. (Solutions by STC). He was the Chief Audit Executive of the
National Industrialization Co. “TASNEE” and serves as an
independent member of the Audit Committee of the Arabian
Cement Company. Prior to TASNEE, he held several managerial
positions at CMA’s Continuous Disclosure Department and
Market Institutions Compliance, the Industrial Development
Fund, and the Arab Petroleum Investment Company. Eng.
Abdulaziz has joined specialized programs in recognized
international institutions such as U.S. Securities and Exchange
Commission, the Financial Industry Regulatory Authority and
Chase Manhattan Bank. He has more than (20) years of
experience in financial institutions and markets. He holds an
MBA from University of Nottingham in Britain.

c. Roles and responsibilities of the Fund Board

The responsibilities of the members of the fund board shall
include the following:

s Byl puny U iy diual @39 sboleall By1] Gud) thgS dug!
B lid) 3 elld U8 Joass 02015 plnd § AW S &S50 §sul]
bl 51019 plgs 55 o ALl ol 8)13) J3guns sy dual
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o § bl §)l] Guidyg oyl el iy (§ bl 8)13] Gy Lgieg
W) Joze. bl ey (§ bobeall 8510 Jgguny clauwsdl G adly cpyod|
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douw BygiSAI cdoas (Think Tank) sl (il 41| Ayl gyac
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10.

11.

12.

13.

d.

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 (l) of Article (9) of IFRs, in
order to ensure that the fund manager fulfils his
responsibilities in the interest of unitholders in
accordance with the Fund’s Terms and Conditions and the
provisions stipulated in IFRs.

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.

Remuneration of fund board members

Each Independent Board Member shall receive USD (533.33)
for every meeting the member attends, and a minimum of two
meetings shall be held per year.
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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

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

f. A statement showing all the funds boards that the
relevant board member is participating in
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SNB Capital Sadaqqgat Fund v v v v SBuall Jal Gaaie
SNB Capital Diversified Saudi Riyal Fund J J v v S92l JUb goriall oYl Ggiue
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SNB Capital AlJawhara Real Estate Fund Il V4 QW ($)aall 8yp 92l ‘?uSH Bgkiuo
SNB Capital Diversified US Dollar Fund Page 8 of 13 égyf)" DYRUFLVAN] &9‘ B9diuo

Annual Report 2023G

$2023 S5l 53550



-
SNB Capital

Fund’s/ Member’s Name bl 5allues o 2 gl doxo syl [ Gaduall el
G Gl s i
Abdulaziz Dr.Basmah Lloyd Mohammad
Abalkhail AlTuwaijri Kawara AlSaggaf
SNB Capital Logistic Fund v Gzl Jodl Godio
SNB Capital Real Estate Fund v Sl oY) Godive

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

2023. The following is a summary of the key decisions

approved and the matters discussed by the Fund’s Board of

Directors:

- Fund’s objectives achievement and performance
review.

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

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

C) Fund Manager

1) Name and address of the Fund Manager

SNB Capital Company

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

Website: www.alahlicapital.com

2) Names and addresses of Sub-Manager / Investment
Adviser
None.

3) Investment Activities during the period

- During the year 2023, The majority of the funds’ assets
focused on Murabaha placements with local banks and
investment-grade GCC Counterparties on the money
market side, and corporate issuers on the fixed income
side.

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

4) Performance

4.17%
4.99%

Fund Performance
Benchmark Performance

The fund underperformed the benchmark by 82 bps.
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5) Terms & Conditions Material Changes

1. Non-fundamental Changes: as shown below:
First: Amending subparagraph (n) of paragraph (3) "
Investment Policies and Practices ".
Second: Amending subparagraph (a) of paragraph (9)
"Fees, Charges and Expenses ".
Third: Amending subparagraph (b) of paragraph (11) "
Dealing".
Fourth: Amending subparagraph (b, f) of paragraph (24)
"Fund Board".
Fifth: Amending subparagraph (a) of paragraph (25)
"Shariah Committee".
Sixth: Updating subparagraph (a) of paragraph (28)
"Auditor” (Where applicable).”

2. Non-fundamental Changes: as shown below:
First: Amending the Fund’s summary.
Second: Appointing Tax adviser and Adding his
information (where applicable).
Third: Amending subparagraphs (a, f) in paragraph (9)
“Fees, Charges and Expenses”.
Forth: Amending subparagraph (a) in paragraph (21)
“Fund Manager”.
Fifth: Amending subparagraph (f) in paragraph (4) “The
Main Risks of Investing in the Fund”.

3. Non-fundamental Changes: as shown below:

First: Mentioning the fund’s classification -where
applicable- in the fund’s Terms & Conditions.

Second: Amending and updating the definitions table.
Third: Amending and updating the fund’s summary
table.

Forth: Amending Subparagraphs
(b,c,d,e,f,g,i,jkl,mn,0,p) under the paragraph (3)
“Investment Policies and Practices”.

Fifth: Amending Subparagraph (f) under the paragraph
(4) “The Main Risks of Investing in the Fund”.

Sixth: Updating the main paragraph (6) “Targeted Class
for Investing in the Fund”.

Seventh: Updating Subparagraph (c) “Hypothetical
Example” under the paragraph (9) “Fees, Charges and
Expenses”.

Eighth: Amending Subparagraphs (a,b,d) under the
paragraph (10) “Valuation and Pricing”.

Ninth: Amending Subparagraphs (b,c,d) under the
paragraph (11) “Dealings”.

Tenth: Amending Subparagraph (f) under the main
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.

Boall pB>Tg bog & § Cdus il (5

00l b g0 90 LS ] & s

Latsy ) 8,8801 (0 "Lt gl " (0) dasydll 8,881 a3 Y]
(el Leleg) "dilylang Hladiwed) Gluslew " (3)

Oloasl bilie " (9) Ayl 8,201 cpo " (1) dasya)) 8,8801 oas (Lo
M g_.JlaJ‘)”j C))’}wdb

MEMelall" (9) Ayl 8,88 (o () dxsydll 8ya8)1 Jodas [TIG
ole” (24) &yl 8,881 0 (9 «0) daeydll RN Jodad )
M Bgdiuall Byl

Tl (25) desy)l 8,800 e (1) dxeydll 8,881 Codss luwls
e sl

8,880 o "Oblusdl azlye el (1) dasyall 8,840 Eouss lwolw
(B bdmg) "Obludl azlye” (28) Ayl

00l b 9o 90 LS ] p& s

-G9duall pasde ol Yl

Bk i 4 )Ml loglaall A8Lslg (qup Hlidiuns crpas L3
Blae" (9) syl 8,341 oo (5 o) &sydll Shadll Egams WG
Moy OY gaally ledsdl

ke sl " (21) Ayl 8,881 (e (1) Zaydl) 8881 Cound )y
M il 95umg dlrlgy Beduall

o ball 436 " (4) dasy)) 8,88)1 (00 (9) dpeydl) 8,88)1 Joual sluals:
M Ggaiall (8 Hleiiawdl) dusy )

00l b g0 90 LS ] p& lpis

P81y by (3 -@uany b skl Badiue Lidy £95 ,S3 Yol
-Bydall

| Gan Eodady 23Ls] Lo

Bgdiuall Lasde Gadss G

oo O ep «d s s by id ‘L..)) a_{&).u.]\ C)\).?Lb.” Jodas L.:b
MLy lang Hlakiwdl @l (3) syl 8,501 p0 (&

L)) ylolseall” (8) desusty)) 8,881 ¢y () Ay 8,880yl Lol
MBganall § Hlekiwdl

@ oletiwd) ddagiuedl BN (6) Ayl 8,841 Epass Lol
Gy dall

L)) 8,881 p0 " o2V JUaI" () dxsydll 8y8)1 oo laslus
MobsYly GY gaally wledsdl las" (9)

el (10) dpaanSy 8,821 (po (5 e o) syl olyaall Jodss Lials
M pnedlls

(11) drasy)) 8,880 oo (5 7 ) dxspdll Shaall Jodss bl
Mol

By1) e’ (24) duausy )l 88811 (ya (9) eyl 8,880 s Tale
Gy dall

IS 381 e Slasgll (S o%a3 of le oo 63T deglas
BARN UM Bauiall Alasil oliw 436 Gloghae e Juag pugse

1

(6

NEIYD

SNB Capital Diversified US Dollar Fund

Annual Report 2023G

Page 10 of 13

SV VgL g giall S Gauiue

$2023 S5l 53550



-
SNB Capital

7) Investments in other Investment Funds

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

- SNB Capital International Trade Fund.

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

No special commissions were received during the period.

9) Any other data and other information required by
Investment Fund Regulations to be included in this
report

a. Conflict of Interests

There is no conflict of interests.

b. Fund Distribution During The Year

No income or dividends will be distributed to Unitholders.

c. Incorrect Valuation or Pricing

None.

d. Investment Limitation Breaches
None.

10) Period for the management of the person registered
as fund manager

Since August —2021.

11) A disclosure of the expense ratio of each underlying
fund at end of year and the weighted average expense
ratio of all underlying funds that invested in (where
applicable)

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

Annual Report.

D) Custodian

1) Name and address of custodian

AlBilad Investment Company

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

Tel: +966 92000 3636

Website: www.albilad-capital.com

2) Custodian’s duties and responsibilities

- Notwithstanding the delegation by a custodian to one or
more third parties under the provisions of Investment
Funds Regulations or the Capital Market Institutions
Regulations, the custodian shall remain fully responsible
for compliance with its responsibilities in accordance to
the provisions of Investment Funds Regulations.
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- The custodian shall be held responsible to the fund b plal lehlems Godinall Jgaol Jai> (36 Yggune Jaiodl ol umy -
manager and unitholders for any losses caused to the 4! &ylsYl Wlsh2Yl apez 331 e IS Jggum 929 ldll
investment fund due to the custodian fraud, negligence, Bydiuall Jguol Jaasy 3lass lasd
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 Bgduall Jain (o

1) Name and address of fund operator wlgieg cGaluall Jidw puol (1

SNB Capital Company AWl oY1 aS

King Saud Road, P.O. Box 22216, Riyadh 11495, 11495 (L1 22216 ..o g M)l 55l

Saudi Arabia D gl doyall Aol

Tel: +966 920000232 +966 920000232 a5l

Website: www.alahlicapital.com www.alahlicapital.com : 39 ASIY! adgall

2) Operator’s duties and responsibilities Beluall Jidie Oldggumey laxrly (2

- In relation to investment funds, the fund operator shall Bdiuall Juasd e Yogum Bgdiuall Jidue 050 -
be responsible for operating the investment fund. iy dball OIS Oieudly SBAL Llax>Yb Gounall Jide poia -

L B9l
- Thefund t t tain the books and d
e fund operator mes maintain c.a ooks and records & dsing gl §las trs oy Shicl Gl Jido ol -
related to the operation of the fund it operates. e 2ol &Y llanl (i ASLasl)

- The fund operator must establish a register of .o (wusg0) WY s dddas o Ysghuns Bodinall Jido dad -
unitholders and must maintain it in the Kingdom in .B9uall a9 bg b 3 e o gmaiall gl duslww
accordance to the Investment Funds Regulations. G (pgmdlly slaiwdly AN Olelyzb Gaduall Jiine poy -

- Thefund operator shall be responsible for the process of -Gykiall o819 by 2 § lgdde U"W'

Voo g Mo lopsts B9l Jguol paes 5= Ygguame Byl Jidno a3 -

dividends distribution (if available) to unitholders. . . .
( ) -B9tuall pBl9 by & (§ 29 b G G9diuall Oy yaw Olusy

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

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

F) Auditor Obluadl azlpe (3
Name and Address of Auditor Wlgie cblusell azlyo el
KPMG Professional Services dugall Olodsll (pl g §
Riyadh Front — Airport Road P.O Box. 92876, Riyadh 11663, dayall ASlanll 11663 (2L ¢92876 .o slaall @y — (oL, dg=>lg
Saudi Arabia B gaud|
Tel: 4966118748500 +966118748500: a3
Website: www.kpmg.com/sa www.kpmg.com/sa : 358! aBgall
G) Financial Statements Al @Slgdl (3
As shown below in the financial statements section. AW @390 ud § 0Ll b g0 98 LS
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H) Zakat Calculations

New regulations effective during the year

"The Minister of Finance via Ministerial Resolution No.
(29791) dated 9 Jumada-al-Awwal 1444 H (corresponding to
3 December 2022) approved the Zakat Rules for Investment
Funds permitted by the CMA.

The Rules are effective from 1 January 2023 requiring
Investment Funds to register with Zakat, Tax and Customs
Authority (ZATCA). The Rules also require the Investment
Funds to submit an information declaration to ZATCA within
120 days from the end of their fiscal year, including audited
financial statements, records of related party transactions
and any other data requested by ZATCA. Under the Rules,
Investment Funds are not subject to Zakat provided they do
not engage in unstipulated economic or investment activities
as per their CMA approved Terms and Conditions.
Unitholders are obliged to pay due ZAKAT based on their unit
owned.

During the current year, the Fund Manager has completed
the registration of the Fund with ZATCA and submitted
information declaration on time and the due ZAKAT amount
for the year ended 31 December 2023 for the fund units was
amounted to 0.1383 Saudi Riyal per unit".
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SNB CAPITAL DIVERSIFIED US DOLLAR FUND
(Managed by the SNB Capital Company)
FINANCIAL STATEMENTS
For the year ended 31 December 2023
with
Independent Auditor’s Report to the Unitholders
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Independent Auditors Report

To the Unitholders of the SNB Capital Diversified US Dollar Fund

We have audited the financial statements of the SNB Capital Diversified US Dollar Fund (the “Fund”)
managed by the SNB Capital Company (the “Fund Manager”), which comprise the statement of financial
position as at 31 December 2023, 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 material 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 2023, and its financial performance and its cash flows for the year
then ended in accordance with IFRS Accounting Standards as issued by the International Accounting
Standards Board (“IFRS Accounting Standards”) that are endorsed in the Kingdom of Saudi Arabia and other
standards and pronouncements issued by the Saudi Organization for Chartered and Professional Accountants
(“SOCPA").

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, 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.

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 Accounting Standards 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 a paid-up capital of SAR40,000,000 (previously known as “KPMG Al Fozan & Partners
Certified Public Accountants”) and a non-partner member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by
guarantee. All rights reserved.
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KPMG

Independent Auditors Report

To the Unitholders of the SNB Capital Diversified US Dollar 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:

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

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

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

o 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 the SNB Capital Diversified US Dollar Fund (the “Fund”).

KPMG Professional Services
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SNB CAPITAL DIVERSIFIED US DOLLAR FUND
(Managed by the SNB Capital Company)

STATEMENT OF FINANCIAL POSITION
As at 31 December 2023
Expressed in US Dollars ‘000 (unless otherwise stated)

ASSETS

Cash and cash equivalents
Investments — net

Other receivables

Total assets
LIABILITIES

Other payables

Net assets attributable to the Unitholders

Units in issue in thousands (number)

Net assets value per unit (USD)

Notes

10

31 December

31 December

2023 2022
445 1,541
178,951 209,784
60 59
179,456 211,384
258 1,682
179,198 209,702
124,550 151,888
1.4388 1.3806

The accompanying notes 1 to 18 form an integral part of these financial statements.
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SNB CAPITAL DIVERSIFIED US DOLLAR FUND

(Managed by the SNB Capital Company)

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2023

Expressed in US Dollars 000 (unless otherwise stated)

Special commission income on Murabaha contracts

Special commission income on Sukuk

Unrealised gain on investments measured at fair value
through profit or loss (FVTPL investments) — net

Other income

Total income

Management fees

Value added tax expense
Administrative expenses
Auditors’ remuneration
Custody fees

Shariah audit fees

Fund board remuneration
Capital Market Authority fees
Other expenses

Reversal / (charge) of expected credit loss allowance
Total operating expenses
Profit for the year

Other comprehensive income for the year

Total comprehensive income for the year

The accompanying notes 1 to 18 form an integral part of these financial statements.

Note For the year ended 31 December

2023 2022
6,380 4,376
1,999 2,198
911 261
83 105
9,373 6,940
12 (1,402) (2,334)
(210) (350)
(154) (119)
13 (12) (10)
(17) (12)
(%) (8)
() ©)
(4) )
- 43)
97 (33)
(1,714) (2,914)
7,659 4,026
7,659 4,026
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SNB CAPITAL DIVERSIFIED US DOLLAR FUND
(Managed by the SNB Capital Company)

STATEMENT OF CHANGES IN NET ASSETS ATTRIBUTABLE TO THE UNITHOLDERS
For the year ended 31 December 2023
Expressed in US Dollars 000 (unless otherwise stated)

For the year ended 31 December

2023 2022

Net assets attributable to the Unitholders at the beginning of
the year 209,702 348,750
Total comprehensive income for the year 7,659 4,026
Net decrease in net assets from unit transactions during the
year
Proceeds from units issued 79,091 136,608
Value of units redeemed (117,254) (279,382)

(38,163) (143,074)
Net assets attributable to the Unitholders at the end of the
year 179,198 209,702

UNITS TRANSACTIONS

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

2023 2022

Units at the beginning of the year 151,888 256,102
Units issued 56,144 99,684
Units redeemed (83,482) (203,898)
Net decrease in units (27,338) (104,214)
Units at the end of the year 124,550 151,888

As at 31 December 2023, the top 5 unitholders represented 65.12% (2022: 52.11%) of the Fund’s units.

The accompanying notes 1 to 18 form an integral part of these financial statements.
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SNB CAPITAL DIVERSIFIED US DOLLAR FUND

(Managed by the SNB Capital Company)

STATEMENT OF CASH FLOWS
For the year ended 31 December 2023
Expressed in US Dollars 000 (unless otherwise stated)

Cash flows from operating activities
Profit for the year

Adjustments for:
Unrealised gain on FVTPL investment — net
(Reversal) / charge of expected credit loss allowance

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

Net cash generated from operating activities
Cash flows from financing activities
Proceeds from units issued
Value of units redeemed
Net cash used in financing activities

Net (decrease) / increase in cash and cash
equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Notes For the year ended 31 December

2023 2022
7,659 4,026

(911) (261)

(97) 33

6,651 3,798

(250) 132,885

32,001 6,420

(1) (59)

(1,424) 1,154

37,067 144,198

79,091 136,308

(117,254) (279,382)

(38,163) (143,074)

(1,096) 1,124

9 1,541 417
9 445 1,541

The accompanying notes 1 to 18 form an integral part of these financial statements.
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SNB CAPITAL DIVERSIFIED US DOLLAR FUND
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023
Expressed in US Dollars ‘000 (unless otherwise stated)

1. THE FUND AND ITS ACTIVITIES

SNB Capital Diversified US Dollar 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 offers investors the opportunity to participate in trade transactions which conform to Shariah
principles, invests in Sukuk and other mutual funds or instruments that comply with Islamic Shariah
investment principles. The Fund does not make any distributions to the Unitholders. Instead, capital gains
and dividends are reinvested.

The terms and conditions of the Fund were originally approved by the Saudi Central Bank (“SAMA”)
and subsequently endorsed by the CMA through its letter dated 18 Dhul Hijja 1429 H (corresponding to
16 December 2008). The Fund commenced its operations on 5 Sha’aban 1424 H (corresponding to 1
October 2003).

2. REGULATING AUTHORITY

The Fund is governed by the Regulations issued by the CMA’s Board Resolution no. (1-219-2006) dated
3 Dhul Hijja 1427 H (corresponding to 24 December 2006) thereafter amended pursuant to the CMA’s
Board Resolution no. (2-22-2021) dated 12 Rajab 1442 H (corresponding to 24 February 2021), detailing
requirements for all funds within the Kingdom of Saudi Arabia.

3. BASIS OF ACCOUNTING

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

4. BASIS OF MEASUREMENT AND PRESENTATION

These 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.

5. EUNCTIONAL AND PRESENTATION CURRENCY

Items included in the financial statements are measured using the currency of the primary economic
environment in which the Fund operates (the “functional currency”). These financial statements are
presented in US Dollars (“USD”) which is the Fund’s functional and presentation currency and have been
rounded off to the nearest thousand unless otherwise stated.




SNB CAPITAL DIVERSIFIED US DOLLAR FUND
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023
Expressed in US Dollars ‘000 (unless otherwise stated)

6. CHANGES IN FUND’S TERMS AND CONDITIONS

During the year, there have been no significant changes to the terms and conditions of the Fund.

7.  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.

Significant areas where management has used estimates, assumptions or exercised judgements are as
follows:

a)  Measurement of expected credit loss (‘ECL’) allowance

The measurement of ECL 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 ECL allowance, such as:

Choosing appropriate models and assumptions for the measurement of ECL allowance;
Establishing the number and relative weightings of forward-looking scenarios for each type of
product / market;

e Determining criteria for significant increase in credit risk.

Explanation of the inputs, assumptions and estimation techniques used in measuring ECL allowance are
further detailed in note 14.2 (a) of these financial statements.

b)  Fair value measurement (note 15)

8. MATERIAL ACCOUNTING POLICIES

The Fund has consistently applied the following accounting policies to all periods presented in these
financial statements unless otherwise stated. In addition, the Fund adopted Disclosure of Accounting
Policies (Amendments to IAS 1 and IFRS Practice Statement 2) from 1 January 2023. The amendments
require the disclosure of material, rather than significant’, accounting policies. Although the amendments
did not result in any changes to the accounting policies themselves, they impacted the accounting policy
information disclosed in certain instances.

The material accounting policies applied in the preparation of these financial statements are set out below.
8.1 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”).




SNB CAPITAL DIVERSIFIED US DOLLAR FUND
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023
Expressed in US Dollars ‘000 (unless otherwise stated)

8. MATERIAL ACCOUNTING POLICIES (CONTINUED)

8.2 Financial assets and liabilities (continued)
Classification of financial assets (continued)
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.

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:

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;
the risks that affect the performance of the business model (and the financial assets held within that
business model) and how those risks are managed;

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

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

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




SNB CAPITAL DIVERSIFIED US DOLLAR FUND
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023
Expressed in US Dollars ‘000 (unless otherwise stated)

8. MATERIAL ACCOUNTING POLICIES (CONTINUED)

8.1 Financial assets and liabilities (continued)
Classification of financial assets (continued)

Business model assessment (continued)

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

Assessment whether contractual cash flows are solely payments of principal and 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.

Impairment of financial assets

The Fund assesses on a forward-looking basis the ECL allowance 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. In case of
significant increase in credit risk since origination, allowance at an amount equal to lifetime ECLs is
recorded.

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
measured at FVTPL, transaction costs that are directly attributable to its acquisition.
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SNB CAPITAL DIVERSIFIED US DOLLAR FUND
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023
Expressed in US Dollars ‘000 (unless otherwise stated)

8. MATERIAL ACCOUNTING POLICIES (CONTINUED)

8.1 Financial assets and liabilities (continued)

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 other 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 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 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.

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.

8.2  Net Assets Value per unit

The Fund is open for subscription and redemption of units on every Saudi business day. 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.
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SNB CAPITAL DIVERSIFIED US DOLLAR FUND
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023
Expressed in US Dollars ‘000 (unless otherwise stated)

8. MATERIAL ACCOUNTING POLICIES (CONTINUED)

8.3 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 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;
o 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;

¢ 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 and other comprehensive income, 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.

8.4  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 measured at
amortised cost calculated on an effective interest / commission.

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.

8.5 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.
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SNB CAPITAL DIVERSIFIED US DOLLAR FUND
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023
Expressed in US Dollars ‘000 (unless otherwise stated)

8. MATERIAL ACCOUNTING POLICIES (CONTINUED)

8.6 New IFRS standards, 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 2023. 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 1 and IFRS practice statement 2 - Disclosure of accounting policies
Amendments to IAS 8 - Definition of accounting estimates

Amendments to IAS 12 - Deferred tax related to assets and liabilities arising from a single transaction
Amendments to IAS 12 - International tax reform — Pillar Two Model Rules

Amendments to IFRS 17 - Insurance Contracts

During the year, the Minister of Finance approved Ministerial Resolution No. (29791) dated 9 Jumada-
al-Awwal 1444 H (corresponding to 3 December 2022) the Zakat rules for investment funds approved
by the CMA effective from 1 January 2023. While the Zakat collection on funds will be applied to the
Fund’s Unitholders, under these rules, investment funds are required to register with Zakat, Tax and
Customs Authority (ZATCA), even though funds are not subject to Zakat.

Funds must register with ZATCA before the end of their fiscal year, and funds approved on or after 1
January 2023 must register with ZATCA before the end of their first fiscal year from the date of
approval of incorporation.

Funds are also required to submit an information declaration to ZATCA within 120 days from the end
of their fiscal year, including audited financial statements, records of related party transactions and any
other data requested by ZATCA during the filing period.

8.7 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 beginning on or after
and amendments Description the following date
Amendments to IAS 1 Classification of liabilities as current 1 January 2024
or non-current and non-current
liabilities with covenants
Amendments to IFRS 16 Lease liability in a sale and leaseback 1 January 2024
transaction
Amendments to IAS 7 and Supplier finance arrangements 1 January 2024
IFRS 7
Amendments to IAS 21 Lack of exchangeability 1 January 2025
Amendments to IFRS 10 and Sale or contribution of assets between Available for optional
IAS 28 investor and its associates or joint adoption / effective date
venture deferred indefinitely

The above standards, interpretations and amendments are not expected to have a significant impact on
the Fund’s financial statements.
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SNB CAPITAL DIVERSIFIED US DOLLAR FUND
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023
Expressed in US Dollars ‘000 (unless otherwise stated)

9. CASH AND CASH EQUIVALENTS

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

10. INVESTMENTS — NET

31 December 31 December

Notes 2023 2022

Investments measured at amortised cost — net i) 160,049 192,043
Investments measured at fair value through profit or loss i) 18,902 17,741
178,951 209,784

i) Investments measured at amortised cost — net

Investments measured at amortised cost include the following:

Notes 31 December 31 December

2023 2022
Investments in Murabaha contracts a) 111,242 138,316
Investments in Sukuk b) 48,880 53,897
Gross carrying value 160,122 192,213
Less: Allowance for expected credit loss (73) (170)
Net investments measured at amortised cost 160,049 192,043

a) Murabaha placements are held with local and international banks. These carry profit rates ranging
from 5.5% to 6.2% per annum (2022: 1. 5% to 5.9% per annum) with maturity up till 17 June 2024
(2022: 31 May 2023).

b) Investments in Sukuk carry profit rates ranging from 2.98% to 5.63% per annum (2022: 3.17% to
5.63% per annum) with maturity up till 28 October 2030 (2022: 28 October 2030)

ii) Investments measured at fair value through profit or loss

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

31 December 2023 31 December 2022
Cost Fair value Cost Fair value
Units of SNB Capital International
Trade Fund — a related party 17,720 18,902 17,470 17,741

11. RECONCILIATION OF CHANGES IN NET ASSETS ATTRIBUTABLE TO THE
UNITHOLDERS

As per the requirements of CMA circular dated 31 December 2017, the Fund calculates provision for
impairment in respect of financial investments measured at amortized cost using the incurred loss model,
whereas IFRS 9 requires provisions to be measured using the Expected Credit Loss (“ECL”) method.
This results in a difference between net assets calculated as per the requirements of IFRS 9 (“reported net
assets value”) and as per CMA circular (“trading net assets value”).
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SNB CAPITAL DIVERSIFIED US DOLLAR FUND
(Managed by the SNB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023
Expressed in US Dollars ‘000 (unless otherwise stated)

11. RECONCILIATION OF CHANGES IN NET ASSETS ATTRIBUTABLE TO THE

UNITHOLDERS

The following table shows the reconciliation between the Fund’s reported net assets and trading net
assets:

31 December 31 December

2023 2022

Reported net assets of the Fund 178,951 209,702
Add: Expected credit loss allowance 73 170
179,024 209,872

Less: Provision for incurred credit losses -- --
Traded net assets of the Fund 179,024 209,872
Number of units in issue 124,550 151,888
1.4374 1.3818

Traded net value per unit of the Fund

12. RELATED PARTY TRANSACTIONS AND BALANCES

The related parties of the Fund include the Fund Manager, the Fund Board, other funds managed by the
Fund Manager, and the Saudi National Bank, being parent of the Fund Manager.

Following are the details of transactions and balances with related parties not disclosed elsewhere in these
financial statements as at and for the year ended 31 December 2023:

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 up to 0.75% (2022: 0.75%) per annum of the Fund's daily net assets value as set out in
the Fund’s terms and conditions. The Fund Manager may waive management fees to the extent of the
Fund's investments in other Funds managed by the Fund Manager. This is included in other income in
the statement of profit or loss.

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% (2022: 0.5%) per annum
of the Fund's net assets value at the respective valuation days. These expenses are recovered by the Fund
Manager on an actual basis.

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

Amount of transactions for Net payable balance as at
the year ended
Name of Nature of 31 December | 31 December | 31 December | 31 December
related party | transactions 2023 2022 2023 2022
SNB Capital Management fees
Company (including value 1,612 2,684
added tax) _ 194 250
Expenses paid on 199 197
behalf of the Fund
Rebate income 83 105
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12. RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED)

Transactions with other related parties

During the year, other funds managed by the Fund Manager invested in the units of the Fund in the
ordinary course of business. These transactions were carried out on the basis of approved terms and
conditions of the Fund. All related party transactions are approved by the Fund Board. Following are the
details of transactions and closing balance in the units of the Fund:

Amounts of transactions
for the year ended

Investments as at

31 31 31 31
Name of related Nature of December | December December December
party transaction 2023 2022 2023 2022
SNB Capital Multi- | Subscription of _ _
Asset Conservative | fund units B B
Fund Redemp_tlon of __ 744
fund units
SNB Capital Subscription of _ _
Multi-Asset fund units B B
Moderate Fund Redemp_tlon of __ 16,854
fund units
SNB Capital US Subscription of
Dollar Sukuk fund units 490 685
Fund Redemption of 325 2,125
. 2,330 2,400
fund units
Arabian Shield Subscription of
X - 927 -
Cooperative fund units . .
Insurance Redemption of
Company fund units 930 11,214
SNB Capital Subscription of
Corporate Sukuk fund units 100 7,580
Fund Redemption of 45 2,201
. 2,285 19,295
fund units
SNB Capital Multi- | Subscription of 9578 _
Asset Income Plus | fund units ’
Fund Redemption of 1840 h
. 8,002 15,235
fund units
SNB Capital Subscription of
Multi-Asset fund units 4,008 5,085 . B
Opportunities Fund Redemptlon of 4,059 6,297
fund units
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13. AUDITORS’ REMUNERATION

31 December 31 December

2023 2022

Fee for:
Statutory audit 7 7
Interim review 3 3
Zakat services 2 -
12 10

14. EINANCIAL RISK MANAGEMENT

The Fund’s activities expose it to a variety of financial risks including market risks, credit risks, 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. Compliance with the limits are monitored by the Fund
Board on a quarterly basis. In instances where portfolio has diverged from limites, the Fund Manager is
obliged to take actions to rebalance the portfolio in line with the investment guidelines.

14.1 Market risks

‘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
currencies.

The Fund does not have any foreign exchange risk since all the transactions are carried out in USD.
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 2023, the Fund is exposed to commission rate risk on its investments in Murabaha
contracts and Sukuks. 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 USD 1.60 million (2022: USD 1.92
million).
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14. EINANCIAL RISK MANAGEMENT (CONTINUED)

13 Market risks (continued)
C) Other market price risk

Other market 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. This other 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 in securities and
industries in line with defined limits while closely tracking the portfolio level volatilities. As of the
statement of financial position date, the Fund has investments in SNB Capital International Trade Fund
(“Investee Fund”) which is 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 market value of Investee Fund’s units by 10%, with all
other variables held constants is as follows:

31 December 2023 31 December 2022

Effect on net assets attributable to
the Unitholders. +10% 1,890 +10% 1,774

14.2 Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge its 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.

The Fund is exposed to credit risk from its investments measured at amortised cost and bank balances.
The bank balance is held with a local bank having Moody’s credit rating of A3 which is in line with
globally understood definition of investment grade. Accordingly, there is no material impact of expected
credit loss allowance on this balance

a) General approach for expected credit loss allowance

The Fund recognizes loss allowance for ECL on the financial assets that are not measured at FVTPL. The
Fund measures loss allowances at an amount equal to lifetime ECL.

The Fund measures loss allowance at an amount equal to lifetime ECL for Stage 2 & Stage 3 exposures
while loss allowance for Stage 1 exposures is measured at 12-month ECL.

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

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

e  Probability of default (PD)
e  Loss given default (LGD)
e  Exposure at default (EAD)
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14. EINANCIAL RISK MANAGEMENT (CONTINUED)

14.2 Credit risk (continued)
a) General approach for expected credit loss allowance (continued)

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

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

e  Stage 2 — financial assets that has significantly deteriorated in credit quality since origination. The
impairment allowance is recorded based on lifetime ECL. The impairment allowance is recorded
based on lifetime PD.

e  Stage 3 — financial assets that are credit impaired, the Fund recognizes the impairment allowance
based on lifetime PD.

In assessing whether credit risk has increased significantly, the Fund examines the change in the risk of
default occurring over the expected life of the financial instrument. The staging criteria considers strong
indicators of associated credit risk for each respective portfolio. Though the Fund has historically
experienced no defaults across the funds, the Stage 2 criteria seeks to identify triggers indicative of a
higher propensity to default while the finalized Stage 3 criteria lists objective indicators of default. 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 ECL allowance.

b)  Expected credit loss allowance measurement

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

o 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 Fund in accordance with the contract
and the cash flows that the Fund expects to receive);

o financial assets that are credit-impaired at the reporting date: as the difference between the gross

carrying amount and the present value of estimated future cash flows.

The table below shows financial instruments subject to impairment:

As at 31
December
As at 31 December 2023 2022
Stage 1 Stage 2 Stage 3 Total Total

Investments measured at
amortised cost 149,457 10,665 -- 160,122 192,213
Expected credit loss allowance (43) (30) - (73) (170)
Carrying amount 149,414 10,635 -- 160,049 192,043
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14. EINANCIAL RISK MANAGEMENT (CONTINUED)

14.2 Credit risk (continued)
b) Expected credit loss allowance measurement (continued)

e As IFRS 9 requires entities to adopt a futuristic outlook of the macroeconomic scenarios in their
estimates of risk parameters, the usage of a scenario framework for the same is imperative. The Fund
has adopted scenario weights for three scenarios — baseline, upturn and downturn in line with external
economic outlook and industry practice.

o Therisk estimates derived are used along with the cashflows to arrive at the probability weighted ECL
allowance across different stages.

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, the Fund has investments measured at amortized cost with the following credit
quality:

Credit ratings 31 December 31 December
2023 2022

A+ 2% 13%
A 26% 10%
A- 50% 39%
B+ 7% 6%
BBB+ - 19%
BB+ 4% --
BB 2% 2%
BBB- 9% 11%
100% 100%

The Fund Manager also reviews the credit concentration of the investment portfolio based on
counterparties’ geographical locations. The geographical concentration of the investment measured at
amortised cost is as follows:

31 December 31 December

2023 2022

Kuwait 78,056 13,169
Kingdom of Saudi Arabia 54,394 93,383
Bahrain 11,195 11,076
Qatar 10,395 53,129
United Arab Emirates 6,082 21,456
160,122 192,213
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14. EINANCIAL RISK MANAGEMENT (CONTINUED)

14.2 Credit risk (continued)
b) Expected credit loss allowance measurement (continued)

Investments measured at amortised cost

The following table explains the changes in the expected credit loss allowance for Murabaha contracts
and Sukuk:

Stage 1 Stage 2 Stage 3 Total
Expected credit loss allowance as at 1
January 2023 54 116 - 170
Reversal of expected credit loss allowance an (86) -- 97
Expected credit loss allowance as at 31
December 2023 43 30 - 73
Stage 1 Stage 2 Stage 3 Total
Expected credit loss allowance as at
1 January 2022 58 79 - 137
Reversal / (charge) during the year 4) 37 - 33
Expected credit loss allowance as at -
31 December 2022 54 116 - 170

There was no movement in stages of financial instruments during the year.
14.3 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 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 or
liquidation of the investment portfolio and by investing predominantly in securities that it expects to be
able to liquidate within a short period of time..

14.4 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, market and liquidity 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.
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14. EINANCIAL RISK MANAGEMENT (CONTINUED)

14.4 Operational risk (continued)

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.

15 FAIR VALUE MEASUREMENT

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:

¢ Inthe principal market for the asset or liability, or
e Inthe absence of a principal market, in the most advantageous market for the asset or liability

When available, the Fund measures the fair value of an instrument using the quoted price in an active
market for that instrument. A market is regarded as active if transactions for the asset or liability take
place with sufficient frequency and volume to provide pricing information on an on-going basis. The
Fund measures instruments quoted in an active market at a market price, because this price is 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:

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

o Level 2: 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: unobservable inputs for the asset or liability.
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15 EAIR VALUE MEASUREMENT (CONTINUED)

Carrying amounts and fair value

The following table shows the carrying amounts and fair values of financial instruments, including their
levels in the fair value hierarchy. It does not include fair value information for financial assets and
financial liabilities not measured at fair value if the carrying amount is a reasonable approximation of fair
value. All fair value measurements below are recurring.

As at 31 December 2023

. Fair Value
Carrying
amount Level 1 Level 2 Level 3 Total
Financial assets measured at
fair value
As at 31 December 2022
. Fair Value
Carrying
amount Level 1 Level 2 Level 3 Total
Financial assets _measured at
fair value
FVTPL investments 17,741 -- 17,741 - 17,741

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.
The fair value of investments measured at amortized cost is classified as level 3 as per fair value hierarchy
and has been determined using expected cash flows discounted at releant current effective interest rate.

During the year, there has been no transfer in fair value hierarchy for any financial assets or liabilities.
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 due to their nature.

16. LAST VALUATION DAY

The last valuation of day for the year was 31 December 2023 (2022: 29 December 2022).

17. 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.

18. APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were approved by the Fund Board on 1 Sha’ban 1445H corresponding to
11 February 2024.
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