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Altluhaid & Alyahya Chartered Accountants

ulnlig aualll License No. ( 735) CR:1010468314

Paid up capital SR 100,000

Ua QJLO U A Limited Liability Company _ o o
Kingdom of Saudi Arabia Riyadh King Fahd Road,
ALLUHAID & ALYAHYA Muhammadiyah District , Garnd Tower 12th Floor

CHARTERED ACCOUNTANTS

REPORT ON REVIEW OF CONDENSED INTERIM FINANCIAL STATEMENTS

To the Unitholders of Derayah Freestyle Saudi Equity Fund
(Managed by Derayah Financial Company)

Introduction

We have reviewed the accompanying condensed interim statement of financial position of Derayah Freestyle
Saudi Equity Fund (the “Fund”) being managed by Derayah Financial Company (the “Fund Manager”) as at 30
June 2021 and the related condensed interim statements of comprehensive income, cash flows and changes in
net assets for the six-month period then ended and notes, comprising a summary of significant accounting
policies and other explanatory notes. Management is responsible for the preparation and presentation of these
condensed interim financial statements in accordance with International Accounting Standard 34 - “Interim
Financial Reporting” (“IAS 34”), as endorsed in the Kingdom of Saudi Arabia. Our responsibility is to express a
conclusion on these condensed interim financial statements based on our review.,

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410, “Review of
interim financial information performed by the independent auditor of the entity”, as endorsed in the Kingdom
of Saudi Arabia. A review of interim financial statements consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in accordance with International Standards on Auditing, as
endorsed in the Kingdom of Saudi Arabia, and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit. Accordingly, we do not

express an audit opinion,

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
condensed interim financial statements are not prepared, in all material respects, in accordance with 1AS 34, as
endorsed in the Kingdom of Saudi Arabia.

Report on Other Legal and Regulatory Requirements

Based on the information that has been made available to us, we have noted that the Fund Manager did not file
an updated version of the Fund’s terms and conditions to reflect the changes made in custody fees as per the
requirements of the Investment Funds Regulations issued by the Capital Market Authority. This matter has no
material impact on the condensed interim financial statements.

For Alluhaid & Alyahya Chartered Accountants

/"/
.-"rr.l
Saleh A. Al-Yahya \
Certified Public Accountant ==
Registration No. 473 '.\
\ /
Riyadh: 7 Muharram 1443 H A ]
15 August 2021 e SR

P.0 .Box 85453, Rivadh 11691 - Fax. +966 11 269 4419 - Tel. +966 11 269 3516



Derayah Freestyle Saudi Equity Fund
(Managed by Derayah Financial Company)

CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION (UNAUDITED)

As at 30 June 2021

ASSETS
Cash and cash equivalents
Dividend receivable

Advances to the Fund Manager
Financial assets at fair value through profit or loss

TOTAL ASSETS

LIABILITIES

Management fee payable

Accrued expenses

TOTAL LIABILITIES

NET ASSETS ATTRIBUTABLE TO THE
REDEEMABLE UNITHOLDERS

Units in issue

Per unit value

Note

[V, e

30 June
2021

(Unaudited)

SR

505,073
16,978

41,997,257

42,519,308

58,279
76,511

134,790

42,384,518

1,878,584

22.56

31 December

2020
(Audited)
SR

142,974
25,155
134,239
23,627,960

23,930,328

134,239

134,239

23,796,089

1,309,101

18.18

The accompanying notes 1 to 8 form an integral part of these condensed interim financial statements.
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Derayah Freestyle Saudi Equity Fund
(Managed by Derayah Financial Company)

CONDENSED INTERIM STATEMENT OF COMPREHENSIVE IN COME (UNAUDITED)
For the six-month period ended 30 June 2021

For the six-month period ended

30 June 30 June
2021 2020
(Unaudited) (Unaudited)
Note SR SR
INCOME (LOSS)
Net income (loss) from financial assets at fair value
through profit or loss
Unrealized gain (loss) 2,696,658 (361,040)
Movement in realized gain (loss) 5,164,475 (1,014,327)
7,861,133 (1,375,367)
Dividend income 437,267 213,505
Other income (expenses), net 2,881 (6,004)
TOTAL NET INCOME (LOSS) 8,301,281 (1,167,866)
EXPENSES
Management fee 6 (303,710) (95,187)
Directors’ fees 6 (19,836) (19,891)
Custody fees (15,251) (4,588)
Other operating expenses (108,096) (39,104)
TOTAL OPERATING EXPENSES (446,893) (158,770)
NET INCOME (LOSS) FOR THE PERIOD 7,854,388 (1,326,636)
Other comprehensive income - -
TOTAL COMPREHENSIVE INCOME (LOSS)
FOR THE PERIOD 7,854,388 (1,326,636)

The accompanying notes 1 to 8 form an integral part of these condensed interim financial statements.
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Derayah Freestyle Saudi Equity Fund
(Managed by Derayah Financial Company)

CONDENSED INTERIM STATEMENT OF CASH FLOWS (UNAUDITED)

For the six-month period ended 30 June 2021

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss) for the period

Adjustments for:
Unrealized (gain) loss from financial assets at fair value
through profit or loss
Dividend income

Changes in operating assets and liabilities;
Decrease (increase) in advances to the Fund Manager
Decrease in advances for investment
(Increase) decrease in financial assets at fair value through profit or loss
Increase in management fee payable
Decrease in accrued expenses

Cash used in operations

Dividends received

Net cash used in operating activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of units

Payments against redemption of units

Net cash from financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at the beginning of the period

CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD

30 June
2021
(Unaudited)
SR

7,854,388

(2,696,658)
(437,267

4,720,463
134,239
(15,672,63;)
58,279
(57,728)
(10,817,386)
445,444
(10,371,942)
16,586,867
(5,852,826)
10,734,041
362,099
142,974

505,073

For the six-month period ended

30 June
2020
(Unaudited)
SR

(1,326,636)

361,040
(213,505)

(1,179,101)
(343,719)
598,752
1,242
(59,413)
(982,239)
211,351
(770,888)
3,386,125
(675,314)
2,710,811
1,939,923
473,726

2,413,649

The accompanying notes 1 to 8 form an integral part of these condensed interim financial statements.
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Derayah Freestyle Saudi Equity Fund
(Managed by Derayah Financial Company)

CONDENSED INTERIM STATEMENT OF CHANGES IN NET ASSETS (UNAUDITED)

For the six-month period ended 30 June 2021

For the six-month period ended

30 June 30 June
2021 2020
SR SR

NET ASSETS ATTRIBUTABLE TO THE REDEEMABLE
UNITHOLDERS AT THE BEGINNING OF THE PERIOD (AUDITED) 23,796,089 12,219,985
Total comprehensive income (loss) for the period 7,854,388 (1,326,636)
CHANGE FROM UNIT TRANSACTIONS
Proceeds from issuance of units during the period 16,586,867 3,386,125
Redemption of units during the period (5,852,826) (675,314)
Net change from unit transactions 10,734,041 2,710,811
NET ASSETS ATTRIBUTABLE TO THE REDEEMABLE
UNITHOLDERS AT THE END OF THE PERIOD (UNAUDITED) 42,384,518 13,604,160
UNITS TRANSACTIONS
Transactions in units for the six-month periods ended 30 June are summarized as follows:

2021 2020

Unit Unit
UNITS AT THE BEGINNING OF THE PERIOD 1,309,101 805,271
Units issued during the period 857,266 252,881
Units redeemed during the period (287,783) (50,636)
UNITS AT THE END OF THE PERIOD 1,878,584 1,007,516

The accompanying notes 1 to 8 form an integral part of these condensed interim financial statements.
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Derayah Freestyle Saudi Equity Fund

(Managed by Derayah Financial Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
30 June 2021

1 GENERAL

Derayah Freestyle Saudi Equity Fund (the “Fund”) is an open-ended fund. The Fund aims to develop capital over
the long term by investing mainly in companies listed on the Saudi Stock Exchange ("Tadawul"), in the parallel
market ("Nomu"), and tradeable rights and initial offerings in Saudi Arabia. The Fund can also invests in the
financial markets of other countries (globally). All investments of the Fund shall be in accordance with Sharia
standards approved by the Sharia Committee of the Fund. The Fund Manager will also invest in real estate traded
funds and Exchange-Traded Funds ("ETFs"). The Fund will not distribute dividends to its unitholders, however
all profits will be reinvested by the Fund.

The Fund is managed by Derayah Financial Company (the "Fund Manager"), a closed joint stock company
licensed by the Capital Market Authority of the Kingdom of Saudi Arabia (“CMA?”) under license number 27-
08109. Albilad Investment (2020: Alinma Investment) is appointed as the custodian of the Fund.

The registered office of the Fund Manager is P.O. Box 286546, Riyadh 11323, Kingdom of Saudi Arabia.
The Fund commenced its operations on 29 March 2016.
The last valuation day of the period was 30 June 2021 (2020: 31 December 2020).

These condensed interim financial statements were authorized for issue by the Board of Directors on 7 Muharram
1443 H (corresponding to 15 August 2021).

2 REGULATING AUTHORITY

The Fund is governed by the Investment Fund Regulations (the “Regulations”) issued by the CMA on 3 Dhu al-
Hijjah 1427H (corresponding to 24 December 2006), subsequently amended by the issuance of a new Investment
Funds Regulation dated 12 Rajab 1442H (corresponding to 24 February 2021) by the CMA detailing requirements
for all investment funds within the Kingdom of Saudi Arabia.

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

3.1 BASIS OF PREPARATION

These condensed interim financial statements have been prepared in accordance with International Accounting
Standard 34 ("LAS 34") as endorsed in the Kingdom of Saudi Arabia

These condensed interim financial statements do not include all the information and disclosures required in the
annual financial statements and should be read in conjunction with the Fund's annual financial statements for the
year ended 31 December 2020, which have been prepared in accordance with International F inancial Reporting
Standards that are endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements issued by
the Saudi Organization for Chartered and Professional Accountants ("SOCPA"), collectively hereafter referred to
as ("[FRS").

The preparation of these condensed interim financial statements requires the use of certain critical accounting
estimates. It also requires the Board of Directors to exercise its judgement in the process of applying the Fund’s
accounting policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions
and estimates are significant to the condensed interim financial statements, are disclosed in Note 4.

a) Standards and amendments to existing standards effective 1 January 2021

There are no standards, amendments to standards or interpretations that are effective for annual periods beginning
on 1 January 2021 that have a material effect on the condensed interim financial statements of the Fund.




Derayah Freestyle Saudi Equity Fund
(Managed by Derayah Financial Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)

(continued)

30 June 2021

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

31 BASIS OF PREPARATION (continued)

b) New standards, amendments and interpretations effective after 1 January 2021 and have not been early
adopted

A number of new standards, amendments to standards and interpretations are effective for annual periods
beginning after 1 January 2021 and have not been applied in preparing these condensed financial statements. None
of these are expected to have a material effect on the condensed financial statements of the Fund.

3.2 ACCOUNTING CONVENTION

The condensed interim financial statements have been prepared under the historical cost convention, as modified
by the revaluation of financial assets at fair value through profit or loss.

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 condensed interim statement of financial position. Instead, assets
and liabilities are presented in order of liquidity.

3.3 FOREIGN CURRENCY TRANSLATION
a) Functional and presentation currency

These condensed interim financial statements are presented in Saudi Arabian Riyals (“SR”), which is the Fund’s
functional and presentation currency. All financial information presented has been rounded to the nearest SR.

b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactions. Foreign currency assets and liabilities are translated into the functional currency using
the exchange rate prevailing at the condensed interim statement of financial position date.

Foreign exchange gains and losses arising from translation are included in the condensed interim statement of
comprehensive income.

3.4 FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
a) Classification

The Fund classifies its investments based on both the Fund’s business model for managing those financial assets
and the contractual cash flow characteristics of the financial assets. The portfolio of financial assets is managed
and performance is evaluated on a fair value basis. The Fund is primarily focused on fair value information and
uses that information to assess the assets’ performance and to make decisions. The Fund has not taken the option
to irrevocably designate any equity securities as fair value through other comprehensive income. The collection
of contractual cash flows is only incidental to achieving the Fund’s business model’s objective. Consequently, all
investments are measured at fair value through profit or loss.

As such, the Fund classifies its investment portfolio as financial assets as fair value through profit or loss.

The Fund’s policy requires the Fund Manager to evaluate the information about these financial assets on a fair
value basis together with other related financial information.




Derayah Freestyle Saudi Equity Fund
(Managed by Derayah Financial Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)

(continued)
30 June 2021

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
3.4 FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS (continued)

b) Recognition, derecognition and measurement

Regular purchases and sales of investments are recognised on the trade date — the date on which the Fund commits
to purchase or sell the investment. Financial assets at fair value through profit or loss are initially recognised at
fair value. Transaction costs are expensed as incurred in the condensed interim statement of comprehensive
income.

Financial assets are derecognized when the rights to receive cash flows from the investments have expired or the
Fund has transferred substantially all risks and rewards of ownership.,

Subsequent to initial recognition, all financial assets at fair value through profit or loss are measured at fair value.
Gains and losses arising from changes in the fair value of the “financial assets at fair value through profit or loss’
category are presented in the condensed interim statement of comprehensive income within net gains or losses on
financial assets at fair value through profit or loss in the period in which they arise.

Dividend income from financial assets at fair value through profit or loss is recognised in the condensed interim
statement of comprehensive income within dividend income when the Fund’s right to receive payments is
established.

c) 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 of financial assets traded in active markets
(such as publicly traded securities) are based on quoted market prices at the close of trading on the reporting date.
The Fund utilizes the last traded market price for financial assets where the last traded price falls within the bid-
ask spread. In circumstances where the last traded price is not within the bid-ask spread, management will
determine the point within the bid-ask spread that is most representative of fair value.

3.5 OFFSETTING FINANCIAL INSTRUMENTS

Financial assets and liabilities are offset and the net amount reported in the condensed interim statement of
financial position when there is a legally enforceable right to offset the recognised amounts and there is an
intention to settle on a net basis or realize the asset and settle the liability simultaneously. The legally enforceable
right must not be contingent on future events and must be enforceable in the normal course of business and in the
event of default, insolvency or bankruptcy of the company or the counterparty.

3.6 CASH AND CASH EQUIVALENTS

For the purpose of the condensed interim statement of cash flows, cash and cash equivalents consist of cash at
bank.

3.7 ACCRUED EXPENSES

Accrued expenses are recognised initially at fair value and subsequently stated at amortized cost using the
effective interest method.

3.8 REDEEMABLE UNITS

Units subscribed and redeemed are recorded at the net asset value per unit on the valuation day for which the
subscription request and redemption applications are received.




Derayah Freestyle Saudi Equity Fund
(Managed by Derayah Financial Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)

(continued)
30 June 2021

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.9 NET ASSETS VALUE

The net assets value per unit disclosed in the condensed interim statement of financial position is calculated by
dividing the net assets value of the Fund by the number of units in issue at the period end.

310 MANAGEMENT FEES, CUSTODY FEES AND OTHER EXPENSES

Management fees, custody fees and other expenses are charged at rates / amounts within limits mentioned in terms
and conditions of the Fund.

3.11  DIVIDEND INCOME

Dividend income is recognized when the right to receive the dividend is established.

312  ZAKAT AND INCOME TAX

Zakat and income tax are the obligation of the unitholders and are not provided for in these condensed interim
financial statements.

3.13 SEGMENT REPORTING

Operating segments are reported in a manner consistent with the internal reporting used by the chief operating
decision-maker.

The Fund Manager is responsible for the Fund’s entire portfolio and considers the business to have a single
operating segment. Asset allocation decisions are based on a single, integrated investment strategy, and the Fund’s
performance is evaluated on an overall basis.

Geographical and sectorial concentration of investment portfolio of the Fund is disclosed in Note 5.

4 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Management makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities are outlined below.

Fair value measurement

The Fund measures its investments in equity instruments at fair value at each reporting date. 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. absence of a principal market, in the most advantageous market for the asset
or liability.

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 The principal or the most advantageous
market must be accessible to the Fund. The fair value of an asset or a liability is measured using the assumptions
that market participants would use when pricing the asset or liability, assuming that market participants act in
their economic best interest.

A fair value measurement of a nonfinancial asset takes into account a market patticipant's ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.




Derayah Freestyle Saudi Equity Fund

(Managed by Derayah Financial Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
(continued)

30 June 2021

4 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMEN TS (continued)
Fair value measurement (continued)

The fair value for financial instruments traded in active markets at the reporting date is based on their quoted
prices available on respective stock exchange, without any deduction for transaction costs. The Fund is using last
traded prices which is recognised as standard pricing convention within the industry.

For all other financial instruments not traded in an active market, if any, the fair value is determined using
valuation techniques deemed to be appropriate in the circumstances. Valuation techniques include the market
approach (i.e., using recent arm’s length market transactions, adjusted as necessary, and reference to the current
market value of another instrument that is substantially the same) and the income approach (i.e., discounted cash
flow analysis and option pricing models making as much use of available and supportable market data as possible).

The Fund measures financial instruments at fair value at each statement of financial position date. Fair values of
those financial instruments are disclosed in Note 7.

5 FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

The geographical exposure of financial assets at fair value through profit or loss on the last valuation day is
summarized below:

30 June 2021 (Unaudited)

Market Value % of Market

Equity investments (by country) SR Value
Kingdom of Saudi Arabia 30,876,291 74
Egypt 7,627,133 18
United Arab Emirates 3,493,833 8
41,997,257 100

31 December 2020 (Audited)

Market Value % of Market
Equity investments (by country) SR Value
Kingdom of Saudi Arabia 17,766,405 75
Egypt 3,891,727 17
United Arab Emirates 1,426,458 6
Kuwait 543,370 2
23,627,960 100

10



Derayah Freestyle Saudi Equity Fund

(Managed by Derayah Financial Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
(continued)

30 June 2021

5 FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS (continued)

The sectorial exposure of financial assets at fair value through profit or loss on the last valuation day is summarized
below:

30 June 2021 (Unaudited)

Market Value % of Market

Equity investments (by sector) SR Value
Materials 11,986,280 29
Health Care Equipment and Services 5,314,041 13
Banks 4,890,622 12
Real Estate Management and Development 3,149,122 7
Telecommunication 2,929,576 7
Education Management 2,808,859 7
Consumer Services 2,561,205 6
Retailing 1,865,990 4
Transportation 1,840,953 4
Food and Beverages 1,546,861 4
Consumer Durables and Apparel 1,317,300 3
Utilities 916,306 2
Energy 870,142 2
41,997,257 100

31 December 2020 (Audited)

Market Value % of Market

Equity investments (by sector) SR Value

Materials 7,788,119 33
Health Care Equipment and Services 3,441,342 15
Real Estate Management and Development 2,545,853 11
Banks 1,858,525 8
Retailing 1,563,232 7
Software and Services 1,367,002 6
Food and Beverages 835,858 4
Energy 699,650 3
Consumer Durables and Apparel 601,584 3
Pharmaceuticals 598,588 3
Insurance 589,423 2
Capital Goods 503,308 2
Real Estate Investment Traded Funds 454,176 1
Consumer Services 423,034 1
Commercial and Professional Services 358,266 1

23,627,960 100

6 TRANSACTIONS WITH RELATED PARTIES

Parties are considered to be related if one party has the ability to control the other party or exercise significant
influence over the other party in making financial or operational decisions. The Fund Manager and entities /
persons related to Fund Manager are considered as related parties of the Fund. In the ordinary course of its
activities, the Fund transacts business with its related parties. Related party transactions are governed by limits set
by the regulations issued by the CMA. All the related party transactions are approved by the Board of Directors.

11



Derayah Freestyle Saudi Equity Fund

(Managed by Derayah Financial Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
(continued)

30 June 2021

6 TRANSACTIONS WITH RELATED PARTIES (continued)
a) Management fee

The Fund Manager is responsible for the overall management of the Fund’s activities. The Fund Manager charges
management fee at the rate of 1.5% that are calculated on a daily basis based on the net value of the Fund's assets.
Total management fee for the six-month period ended 30 June 2021 amounted to SR 303,710 (2020: SR 95,187)
with SR 58,279 (31 December 2020: SR Nil) due to the Fund Manager at the end of the period.

In addition, the Fund Manager charges subscription fee for one time at the rate of 3% of the subscription value
from the Fund’s unitholders, however such fee is not considered in the condensed interim financial statement of
the Fund, as investment to the Fund are always net of subscription fees.

As at 30 June 2021, the Fund Manager held 37,434 units (31 December 2020: no units) of the Fund.

Asat 30 June 2021, close family members of board members of the Fund Manager held 65,251 units (31 December
2020: 27,817) of the Fund.

b) Board of Directors and Sharia Committee remuneration

The total remuneration paid to the directors for the six-month period ended 30 June 2021 was SR 19,836 (30 June
2020: SR 19,891) and consisted of only fixed directors’ fees. Furthermore, for the six-month period ended 30 June
2021 an oversight fee was paid to the members of Sharia Committee with the amount of SR 14,970 (30 June 2020:
SR 13,706).

(V)] Advance to the Fund Manager

As at 30 June 2021, the Fund has advances to the Fund Manager amounting to SR Nil (31 December 2020:
134,239) which will be used to settle the Fund’s liabilities.

7 FINANCIAL RISK MANAGEMENT
71 FINANCIAL RISK FACTORS

The Fund’s activities expose it to a variety of financial risks: market risk (including currency risk, cash flow and
fair value commission rate risk and price risk), liquidity risk and credit risk.

The Fund is also exposed to operational risks such as custody risk. Custody risk is the risk of loss of securities
held in custody occasioned by the insolvency or negligence of the Custodian. Although an appropriate legal
framework is in place that eliminates the risk of loss of value of the securities held by the Custodian, in the event
of its failure, the ability of the Fund to transfer securities might be temporarily impaired.

The Fund’s overall risk management program seeks to maximize the returns derived for the level of risk to which
the Fund is exposed and seeks to minimize potential adverse effects on the Fund’s financial performance.

The Fund Manager has in place policies and procedures to identify risks affecting the Fund’s investments and to
ensure that such risks are addressed as soon as possible, which include conducting a risk assessment at least once
a year. The Fund Manager also applies a prudent spread of risk while taking into consideration the Fund’s
investment policies and the terms and conditions. Furthermore, the Fund Manager makes every effort to ensure
that sufficient liquidity is available to meet any anticipated redemption request. The Board of the Fund plays a
role in ensuring that the Fund Manager fulfils its responsibilities to the benefit of the unitholders in accordance
with the provisions of the Investment Funds Regulations and the terms and conditions.
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Derayah Freestyle Saudi Equity Fund
(Managed by Derayah Financial Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)

(continued)
30 June 2021

7 FINANCIAL RISK MANAGEMENT (continued)
7.1 FINANCIAL RISK FACTORS (continued)

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

71.1  Market risk

a) Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to a change in foreign exchange
rates. The Fund’s financial assets, other than financial assets at fair value through profit or loss, and financial
liabilities are denominated in Saudi Riyal and therefore the Fund is not exposed to any currency risks on these
financial instruments. The Fund's investment portfolio is composed of investments in foreign equity and therefore
is exposed to currency risk on those investments. Currency risk is managed through continuous monitoring of
€xposures.

Sensitivity analysis

The effect on the condensed interim statement of comprehensive income (as a result of change in the exchange
rates with respect to foreign currency exposure) due to 1% change in the foreign exchange rates, with all other
variables held constant is SR 111,210 (2020: 39,041).

b) Cash flow and fair value commission rate risk

Commission rate risk arises from the effects of fluctuations in the prevailing levels of markets commission rates
on the fair value of financial assets and liabilities and future cash flow. The Fund is not subject to commission
rate risk, as it does not have any commission-bearing financial instruments.

c) Price risk

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 the financial instruments that the Fund
holds. The Fund Manager closely monitors the price movement of its financial instruments listed at stock exchange
markets. The Fund manages the risk through diversification of its investment portfolio by investing in various

industry sectors.
Geographical and sectorial concentration of investment portfolio of the Fund is disclosed in Note 5.

Sensitivity analysis

The table below set outs the effect on profit or loss of a reasonably possible weakening/strengthening in the
individual equity market prices of 5% at reporting date. The estimates are made on an individual investment basis.
The analysis assumes that all other variables, in particular commission and foreign currency rates, remain constant.

30 June 2021 31 December 2020
SR SR
Net gain (loss) on financial assets at fair value +5% 2,099,863 +5% 1,181,398
through profit or loss -5% (2,099,863) -5% (1,181,398)
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7 FINANCIAL RISK MANAGEMENT (continued)
71 FINANCIAL RISK FACTORS (continued)
712 Liquidity risk

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

The Fund’s terms and conditions provide for subscriptions and redemptions of units throughout the week and the
Fund is therefore, exposed to the liquidity risk of not meeting unitholder redemptions. The Fund’s securities are
considered to be readily realizable and they can be liquidated at any time. However, the Fund Manager has
established certain liquidity guidelines for the Fund and monitors liquidity requirements on a regular basis to
ensure sufficient funds are available to meet any commitments as they arise, either through new subscriptions,
liquidation of the investment portfolio or by obtaining financing from the related parties of the Fund.

7.1.3  Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the
other party to incur a financial loss. The Fund does not have a formal internal grading mechanism. Credit risk is
managed and controlled by monitoring credit exposures, limiting transactions with specific counterparties and
continually assessing the creditworthiness of counterparties. Credit risks are generally managed on the basis of
external credit ratings of the counterparties. The Fund Manager seeks to limit its credit risk by monitoring credit
exposure and by dealing with reputed counterparties.

The Fund is exposed to credit risk on its cash and cash equivalents which is placed with a bank with sound credit
rating (2020: held with Al Inma Investment, the custodian of the Fund).

7.2 CAPITAL RISK MANAGEMENT

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

In order to maintain the capital structure, the Fund’s policy is not to distribute dividends to the redeemable
unitholders, as the Fund is considered a capital growth fund where all profits are reinvested in the Fund. The
reinvestment of these distributions and income is reflected in the unit price.

The Board of Directors and the Fund Manager monitor capital on the basis of the value of net assets attributable
to redeemable unitholders.

7.3 FAIR VALUE ESTIMATION

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. A financial instrument is regarded as quoted in an active
market if quoted prices are readily and regularly available from an exchange dealer, broker, industry group, pricing
service, or regulatory agency, and those prices represent actual and regularly occurring market transactions on an
arm'’s length basis.

When measuring the fair value, the Fund uses market observable data as far as possible. Fair values are categorised

into different levels in a fair value hierarchy based on the inputs used in the valuation techniques as follows:

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

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

®  Level 3 inputs are unobservable inputs for the asset or liability.
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
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7 FINANCIAL RISK MANAGEMENT (continued)
7.3 FAIR VALUE ESTIMATION (continued)

The estimated fair value of the Fund’s financial assets and liabilities is not considered to be significantly different
from their carrying values. The value of financial assets at fair value through profit or loss are based on quoted
market prices in active markets and are therefore classified within Level 1 of the fair value hierarchy as at 30 June
2021 and 31 December 2020,

8 FINANCIAL INSTRUMENTS BY CATEGORY

Financial assets consist of cash and cash equivalents, dividend receivable, advances to the Fund Manager and
financial assets at fair value through profit or loss. Financial liabilities consist of management fee payable and
accrued expenses. All financial assets and financial liabilities as at 30 June 2021 and 31 December 2020, were
classified under amortised cost category except for financial assets at fair value through profit or loss which are
classified as and measured at fair value.
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