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A) Investment Fund Information

Skl Bgdive loglae (I

1) Name of the Investment Fund
SNB Capital Diversified Saudi Riyal Fund

2) Investment Objectives and Policies

e  Fund’s Objectives:
The Fund aims to manage liquidity and achieve 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, for
example Money Market transactions such as Murabaha,
Wakala, Mudaraba and Musharaka, fixed income
instruments, and Sharia alternative swaps, repurchase
agreement (repo) and reverse repurchase agreement,
structured certificates and asset-backed securities.

3) Distribution of Income & Gain Policy

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

distributed to Unitholders.

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

5) The fund’s benchmark and the service provider’s
website (if any)
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A blended benchmark consisting of 60% of the 30-day rolling
average of the 1 month Saudi Riyal Interbank Bid Rate (SAIBID),
and 40% of the 30-day rolling average of the 3-year Saudi Riyal
Bid Swap Rate. For more information, please visit Thomson
Reuters website.
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B) Fund Performance Bowuall elol (@

1) A comparative table covering the last three financial e of /8 431 G ALl Ol giaad! Jais dplie Jou (1

years/or since inception, highlighting: XY ‘W‘wl
Year 2022 2021 2020 !
NAV* 7,937,954,782  20,133,465,447 20,879,221,043 * 39 diuall Jguo! doud Sbe

NAV per Unit*
Highest Price per Unit*
Lowest Price per Unit *

Number of Units

1.41
1.41
1.39

5,646,324,000

1.39
1.39
1.38

14,519,767,561

1.38
1.38
1.36

15,141,039,633

O Bl saol Ao 3o

*8d>9
*549-3)&.««: J.CT
*Bbjﬁ.w JBT

Oldgll sue

Income Distribution Per Unit N/A N/A N/A a9 JSU dejgall Z )Yl dayd
Fees & Expense Ratio 0.94% 0.88% 0.88% Oy naelly @ gl dud
from the. ot sseet valie, the Jlazl oo Ll dpe) &

’ N/A N/A N/A F)by g3Lass Bdag cJgaod) dasd

period of their exposure period
and due date (if any)
*In Saudi Riyal

(s ) Lgblaoni
Gosaad JbyIb*

2) A performance record that covers the following:

b b dads ool e (2
a. The total return for the fund compared to the benchmark . " . o c

Bu>lg diwd A280JL dHlde @ouall JleaI Ll
for 1 year, 3 years, 5 years and since inception: ¢ 2 shgely dlae By d T

:W;lﬂ| .3.1.03 Ol g (o> ¢l ghaw &N

. Since Inception 5 Years 3 Years 1Year s
Period Fs ) o . 8 AaJI
ww‘ Lo Olgiw 5 Olgiw 3 dow
Return % 1.79 1.59 1.08 1.39 % B9duall Lile
Benchmark % 2.17 1.87 1.47 2.50 % - godl L3l

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

riuadd 650l dxlie Bowiuall gl Jadl Lldl .o
benchmark for the last 10 years/ or since inception: s434) " d B

toukell e ol fdusledl il giaw

Year 2022 2021 2020 2019 2018 2017 2016 2015 2014 2013 Ll

Return % 1.39 055 129 266 209 182 213 058 054 0.70 % B9Luall ke

Benchmark% 250 079 1.13 253 240 1.76 2.02 100 0.99 1.03 % s gadl Lile
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C.

3)

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

doliuall L@.a.é.: ‘5\." gw‘)lb Q)’}o.d[g Olodsl slde .z

dyoilmﬁ@ha.huﬁnuoaf\ghwewbl.\n&

HUPRVY |
Fees and Expenses Juy i Al g naclly pguyll
SAR ‘000 % Lgiall
Management Fees 134,682 0.75% Bylo¥l Clasl
VAT on Management Fees 20,202 0.11% Byl ol e d8Laell dogall dppp
Custodian Fees 419 0.01% Laasl e g
Auditor Fees 57 0.00% Oblusl gzl Gl
Fund Admin Expenses 5,342 0.07% Aol ldeadl Casylas
CMA Fees 8 0.00% LI Bgead! B pgun)
Tadawul Fees 0 0.00% J9I aBge e Gaiall Gloglan id pgasy
Shariah Committee Fees 3 0.00% due il L)l Glous Ol
:’edriﬂi';f:t?s::”d Board 2 0.00%  onliieell dsiall 8)13] s sliast K
Total Fees and Expenses 160,715 0.94% aybacdly pgwyll ggecme

Material Changes

Economic Outlook:

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

The FOMC also reversed its beginning 2022’ quantitative
easing approach - which aimed at supporting market
liquidity - and began gradually reducing their balance
sheet assets that peaked at USD 8.9 TIn in April 2022. The
Committees’ actions came at the back of soaring inflation
levels and improving labor market conditions.

The U.S treasury yield curve shifted upwards YoY with
shorter-term yields increasing higher compared to longer-
term bond yields attributed primarily to concerns relevant
to policy tightening and its impact on the economy; 2-year
treasury yield increased by 363 bps (from 0.7% to 4.4%),
5-Year treasury yield increased by 268 bps (from 1.3% to

BA IS Cdu> duypgxr Ciinis (3
22LaidYl slof  de dole 8,125

By (FOMC) d>giaall Ggund) 4S55Y1 Ayl Lzl casld
sre 2y Gl Gz (02022 pladl MBS Bodsde BuES Al
pladl po peas I poyle ygds (po Wlay Jbiie Sl Jhoedd! 5511
%4.25 ¢ 885l yaw Glad Jhad el dss 425 Jl=xb
W &g @ %4.505

G Loyl dolnell Jguol padse Lal adhaall sl cwls WS
o ol e IS (928 dos $05al HY93 0955 8.9 Ul Lo iy
e Guginnl Gl S enid] golin) domsls Canilyl (@l ¢plal]
38 pvaill Olgiune a3y izl w3 5259 SLaidly ol
Aladl Olgiuns rucdy gl

Coadhyl Comm cpladl IS £S5 50Y1 Azl Wl Ll ge somin pdhyl
g Ol Wlga dlae ST JSKiw U2V 8uad cliud! JSlge
G uadl duwlewd! doad dilate Bglie J) &3 39209 J=YI
ey e Ayl Sl Sle ais)l folamdYl gad e adgiol!
J &3l Ol Sle adily ((%4.4 J) %0.7 (o) ol dlas 363
Lle @iy «(%3.9 J) %1.3 ) elusl dak 268 Hlier Wlginw 5
I %1.5 () ool dlads 231 Hluies Olgiw 10 J &) Olbiee
(%3.8
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3.9%), while the 10-Year treasury yield increased by 231
bps (from 1.5% to 3.8%).

Tightening Monetary actions by central banks was a
worldwide trend in 2022, the Saudi Central Bank (SAMA)
followed and hiked its policy rates by a total of 400 Bps
during the year, taking the Repo and Reverse Repo to
5.00% and 4.50% respectively.

Saudi Riyal liquidity was another key topic in the local
market for 2022, excess SAR liquidity - measured by the
net daily average reverse repo volumes - broadly
fluctuated throughout the year peaking at SAR 107 Bln in
July 2022 compared to a 5-year low point of SAR 5.8 BIn in
May 2022. Broader money supply (M3) steadily increased
during the year reaching SAR 2.5 TIn equivalent to +8%
Yoy.
Similarly, the SAR Sovereign Sukuk vyield curve
experienced an upward shift; 2-year Sukuk yield increased
by 357 bps (from 1.0% to 4.6%), 5-Year Sukuk yield
increased by 185 bps (from 2.2% to 4.1%), while the 10-
Year Sukuk yield increased by 166 bps (from 2.9% to 4.5%).
The benchmark Saudi Riyal Interbank rate experienced a
fundamental methodology change in the beginning of
2022, changes included a switch to a waterfall model
reflecting firstly the volume weighted average SAR
Unsecured funding prices, and a fixed spread percentage
between the bid rate and offer rate (SAIBOR & SAIBID),
compared to the previous methodology which relied on
the expert opinion of the contributing panel. The main
objective of the change was stated to offer a more
transparent representation of unsecured Saudi Riyal
interbank deposit market.

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

The USD LIBOR also experienced an increase across all
1-Month, 3-Month, and 12-Month LIBOR
increased by 429 Bps, 456 Bps, and 490 Bps reaching levels

of 4.4%, 4.8%, and 5.5% respectively.

tenors;

bl UM o) Al oiss J1 Talle 385001 ol cagrgs
Oldlasl @Yuse a3y Lol (L) Gagaud! 53550l clidl a8 o
0)1) peSlaall eladl Bale] LB Yaaey (guyll) &l sale]
W gl Jane ikl Cu ipelid dads 400 Jlazb (Sl
%64.50 Lis (ouSall 50,0l Jdasg %5.00

Ggadl § bty lognge Ll S5md) JUI g LB s
Uiatod! a5\l A geand Sy iy o 02022 pladl IS omol|
©a81 do (uSlaadl sl adlg sl Bale] e (2941 Jasgiall Las
Woos Dlie cgdsr yed NS So9aw Jby Hlde 107 plall JMU=
b ed IS Gosaw Jby Hlide 5.8 Wlgiw-5 88 UM u> 39
U3 Tl (M3) Telasyl 35al poye Jame dgd S . 2022
IS %8 s Lelahyl oy o g1 $09mm Jby 0555 2.5 I Jad
N]

& Baelias Yoo Ll &35l dsluadl HoSiall Ble sovio dgds LS
J2Y 6092l JUJU D gadl HsSall Wle aihl o 92022 ple
Sl adyly o(%4.6 U] %1.0 e) ool dads 357 Hlddes oy
dlad 185 Hlies Wigiw 5 =Y Gagaudl JUL dxgadl H9Siall
JUIL &3 gadl HsSo Wle aihyl laiw «(%4.1 J) %2.2 (o) ool
00) ool dlads 166 Hldes Olgiuw 10 A1 U2 I3 (S3gaull
(%4.5 J) %2.9

cpladl DI Lewold TS Zagaadl gl g (2131 b0 ags
B Aol Olgiuwe uSad glusd! mgaall Codosd @ Cuso
dadlunell ol Thad sdaniadl @Slagll Hlawd maryall Jawgiall
290le) Gl 9 oyl W¥das e ol Giela J1 A8LEYL ¢ gall
S - danlall il shl e (aall :ld) prgralls &plaa ¢(slans
(§39audl JU b ordl o @logl! (S gin §o1 Sy uSad 250l
Olelad)l (Heole) dosaudl Jodl cu (B13Y OY¥dae Wagh
Ay e Bued Hanle Juae gyl Cu> 32022 ple IS b gle
9l Jiae aiylg %47 Sgime J] Juad (olusl dladi 403 laiey
251 WS (%5.3 Sginns J] uad (ol dlais 443 luie; yeil 3 5
9%5.9 Sy 3amd olul dads 481 Hluder ;e 12 8oed jgulu
wlelsl (H9ad) 3 Y9l Sl op poLEYI OYdas gl
e Bued 9w Jdre ailyl s, 02022 pladl UM Ll dsgnle
Jdae adihylg «%4.4 Sgiwns J] Juad polul dads 429 Hludey Al
%4.8 Sgiums JI nad (olul dads 456 Hluder ,eil 3 sued Hgud
Sotuns 3hxd) ol Aaki 490 5l a Hede 12 Bal 90 o)) LS
.%5.5
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- Saudi Sovereign debt issuances continued in 2022,
however, focused primarily on debt refinancing and
prefunding activities given stabilizing economic conditions
and budget balance, the outstanding debt portfolio
reached approximately SAR 990 bin by year-end (25% of
GDP), versus SAR 938 BIn (30% of GDP) in 2021. The
decrease in the debt-to-GDP ratio was attributed to the
slower increase in the debt portfolio relevant to the
increase in the GDP.

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

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

5) Fund Board Annual Report
a. Names of Fund Board Members

e 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 at SNB
Capital. He joined SNB Capital at its inception in 2007 and
worked with SNB Group in several departments including the
Investment Department, and the Branch Management. He has
more than (24) years of experience in the financial sector. He
has a diploma in Personal Financial Planning and Wealth
Management from |0B, Dalhousie Alum, Canada.

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

ple I @l oSl gl Jlaz] & oo Asliadl Gl
TWI e %25 ol b of S39aws Jby Hlde 990 Uslay Lo 2022
S39aws Jb) slko 938 &)l dps ol Ayall ASLel) Loz (Aol
ASLenl) Jlaz Yl ool W 0 %29 Jala Lo 5T 3oLl pladl dolgiy
o> 835 I oY omal) U1 1 pladl ) dd (a3 39209
QY domall g1 o B33 &plie JBT Sy pladl

£2021 ple § Juoll 15993 71 (0 Sy pls yam lawgio gyl LS -
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Sble Biloly ples J g5 o AWl Hbleall 8)l3] Jggene danb gy dpail)
L (13) oo SST 4y cbghlaslly Wlsggally Hlokiwdly Bgudly sl
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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:

1. Approving material contracts, decisions and reports
involving the fund.

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

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

4. Meeting at least twice annually with the fund manager’s
compliance committee or its compliance officer to review
the fund manager’s compliance with all applicable rules,
laws and regulations.

5. Approving all changes stipulated in Articles (62) and (63)
of the Investment Funds Regulations “IFRs” before the
fund manager obtains the approval or notification of the
unitholders and the Authority (as applicable).

Ll g o)l dnsle 3 w8V Joadl (g Butsliin 1(§yamagi! douun
1] eloee 52 (BN 88,8 3 saly Jlall Uil &) g (it
o(ada] dunaz) Lladdl Gladedl (1Saly JleaeY! iliend L3 gadl dunozl!
Loy B98I cbas (Think Tank) bl (itkey 431aY) Gl goas
Syaes llall drolzey (JlosI By13] LIS Aol oud (§ GuylS dud gaaaS
1 Adle § olgall (o dadall (s IS caals clale (20) o ASY
a3 celld t;{a;wl A 319wty Ayl Ladloeall 8)15] ¢yl
dazdl a9 § cSHlig cduylaVly dsdY Laball Caupliall o Judall
e clias 0389 slazed A51U1 Slhll slisly daolod) Azl i)
3 Byye Sl Buie Lgp) s ellall Aol (yn LI § 01y 3Sl oy

AW Blgudly a1 Sy Jlxe
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byl ghadl A% (3 Al dazrlyall S Jos YLa3Ylg oY)
ool 870 Lol dazlpall Lz (3 Jitue giac 4558 J) BLOYL
G Al eolin Bas Taliis aJL) @};Jl L 3 U3 U3 Jos dgyal)
Jos LS Al Gl Slusso (e BLEYI 8119 ¢ pasnnd] ZLadYl 5l
Gl adg il Chleiidl duyall 3S8dly dcluall duwidll Gyl (§
At Jio Ag0y0 dnalle Oluwde § dasasio gl § p3all due udigal)
PPl (S g Al deliall 0 Ay (A4S0, ALl Bodl
e ha> AWl 3lgudly Slucwgoll @ 85l oo lale (20) po AST a0
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:L_}SH szl Y Jladl
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Laed Byl 3gaiall

sl dalaiall Cogatll Gsh Blaty bod LgiSe dubew slazsl .2
.B9diuall
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6. Confirming the completeness and accuracy (complete,
clear, accurate, and not misleading), and compliance with
the IFRs, of the Terms and Conditions and of any other
document, contractual or otherwise.

7. Ensuring that the fund manager carries out its obligations
in the best interests of the unitholders, in accordance with
the IFRs and the Fund’s Terms and Conditions.

8. Reviewing the report that includes assessment of the
performance and quality of services provided by the
parties involved in providing significant services to the
fund referred to in Paragraph (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.

9. Assessing the mechanism of the fund manager’s handling
of the risks related to the fund’s assets in accordance with
the fund manager’s policies and procedures that detect
the fund’s risks and how to treat such risks.

10. Have a fiduciary duty to unitholders, including a duty to
act in good faith, a duty to act in the best interests of the
unitholders and a duty to exercise all reasonable care and
skill.

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

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

13. Review the report containing all complaints and the
measures taken regarding them referred to in Paragraph
(m) of Article (9) of IFRs, in order to ensure that the fund
manager carries out his responsibilities in a way that
serves the interest of unitholders in accordance with the
Fund’s Terms and Conditions and what contained in this
Regulation.

d. Remuneration of fund board members

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

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

Members of the Fund Board may be members of other funds

that may seek investment objectives similar to those of the

Fund. Therefore, in the exercise of its business, a member of

the Fund Board may find himself in a situation of potential

conflict of duties or interests with one or more funds.

However, in such cases, the member shall take into account his

obligations to act in the best interests of the Unitholders to the
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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.

wie 03I ddlas ol Blall Jlag] pacy s &San dzys (g0l
Yl 39 c@hasdl @ Jeize (o) e Sslain 43 Hlesinl b gAY
Eb J) 4l lade . ell3 e guanll el miiey Bgw Cogaill Cllass 3]
slacy dage )31 Axbian of Jos blad Gl azrgs Y a8V by adl slus)
&0 ledplad Jetod Gounall Bil] pulzes cbiach of Godiall By15] (udae

-B9dall whas
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f. A statement showing all the funds boards that the )l @I Gaoluall 8)15] pulloes aaexr gs Jodx .9
relevant board member is participating mﬁ Boivall oo gias lgad
Fund’s/ Member’s Name Sdlas Aoy 3 9 a3 aad) [ (3 gaiall and

JaAl Ll sl s e
Abdulaziz Dr. Lloyd Mohammad
Abalkhail Basmah Kawara AlSaggaf
AlTuwaijri
SNB Capital Saudi Riyal Trade Fund v J N v gl JUy 8y lield E,l.m‘)li Bgkiuo
SNB Capital Sadaggat Fund v SlBaall JaYl Baaie
AlAhli Diversified Saudi Riyal Fund Y S39audl JU b poriell oY1 Bgine
SNB Capital Multi-Asset Jadoiall Jguodl ddaze (JoY| §9 e
: v v v v §
Conservative Fund
SNB Capital Multi-Asset Income QLY J5 Wl Jguedl saaze JaYI (Bguaine
Plus Fund v v 4 4
SNB Capital Multi-Asset Moderate Olgiedl Uy sdaie (Sl Bgine
Fund v v v v )
[S:E:d Capital Multi-Asset Growth v v Y Y ol Jguedl suaie JaYI Gyuuo
[S:E:d Capital International Trade v Y Y Y dudladl By lial) JaYI Go
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SNB Capital US Dollar Sukuk Fund J N N v Sl )Yl HeShall oIl Gsune
SNB Capital — King Saud University B8 9Jl 392 el daalrg oY Godiuo
v v v v § §
Wagqf Fund
AlAhli Sedco Residential Y Sl pghatl) S L?Lmiii B9diuo
Development Fund
AIAhIi REIT Fund 1 V4 (1) o JaYl Gsuno
AlAhli Makkah Hospitality Fund v daySall 8ay Aluall oYl G
SNB  Capital Real Estate v 02yl Gl Jadl Ggaie
Opportunistic Fund
SNB Capital Tier One Sukuk Fund I v QI (1) &l ol HgShal ‘__,lmSH B9kiuo
SNB Capital Tier One Sukuk Fund Ill v CIWI (1) el eld H9Sal) ‘?lm‘lﬂég..\}.,o
SNB Capital Real Estate Income v ENTUTS A ] &SJ\ B9kiuo
Fund
SNB Capital Danat Allanob Real v Sl Qgizdl &ls L*,lxzsi‘l B9luo
Estate Fund
SNB Capital AlJawharah Real Estate N4 Sl 5y gl L?Lmi‘l B9luo
Fund
SNB Capital Real Estate Fund v S)\asll &SH Byl
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g. Topics discussed and issued resolutions, as well as
the fund performance and fund achievement of its
objectives

The Fund's Board of Directors held three meetings during

2022. The following is a summary of the key decisions

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

Directors:

- Fund’s objectives achievement and performance
review.

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

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

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 2022, The fund focused primarily on
Murabaha placements with local banks and investment-
grade GCC Counterparties on the money market side,
and on high credit quality Sovereign and 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 favorable high
credit quality competitive and fixed rates of return
relative to the market within the fund’s guidelines and
CMA regulations.

4) Report of investment fund’s performance during the
period

Fund Performance
Benchmark Performance

1.39%
2.50%

The fund underperformed the benchmark by 111 bps.

5) Terms & Conditions Material Changes

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

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

3. Non-fundamental Changes: as shown below:
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First: Mentioning the fund’s classification —where .B9diuall jasde Codss WG
applicable- in the fund’s Terms & Conditions. W ep e o (§ e s ed oz ) Leydll Wl Codss Tl
Second: Amending and updating the definitions table. Mailyleng Hleiiwdl liwbew'" (3) Al 85881 o (& ¢ 0
Third: Amending and updating the fund’s summary blsall" (4) dews)l 8,801 e (9) dxeydll 8,a8)l Codos luwls
table. M Gakinall (3 slatidl dusy)
Fourth: Amending Subparagraphs @ letiwdl &ugiuedl 1" (6) dwwsy)l 8,800l Codss luslu
(b,c,d,e,f,g,i,j,k,I,m,n,0,p) under the main paragraph (3) " @gdiuall
“Investment Policies and Practices”. (9) dxaadyll 8,881y (9 ¢z e d) dueydll ilaall Eouss lale
Fifth: Amending Subparagraph (f) under the main Moy @Y gaadly Sledsdl Jolas"
paragraph (4) “The Main Risks of Investing in the Fund”.  (10) &wuwsy)l 8,840 o0 (B @ o o) &eyall ©lyaall Jodas Lol
Sixth: Updating the main paragraph (6) “Targeted Class S anadlly ouead)"
for Investing in the Fund”. (11) Gyl 8,281 0 (7 3 7 c) dueydll olaall s assls
Seventh: Updating Subparagraphs (a,b,c,f) under the Ml
main paragraph (9) “Fees, Charges and Expenses”. Byla] udaxa™ (24) dwsBy)l 8,831 o (9) dusy2ll 8,880 o e
Eighth: Amending Subparagraphs (a,b,d,e) under the " @9diuall

main paragraph (10) “Valuation and Pricing”.
Ninth: Amending Subparagraphs (b,c,d,h) under the
main paragraph (11) “Dealings”.
Tenth: Amending Subparagraph (f) under the main
paragraph (24) “Fund Board”.
6) Any other information that would enable unitholders 1y 351 e Slusgll P o563 of Wl oo )3T deglas &I (6
to make an informed judgment about the fund’s BAY UM Godall daddf Gliy 40K Oleglas e Gaeg gy
activities during the period

None. ETD
7) Investments in other Investment Funds Gy dylaiinl G23buo Goleludl (7
The fund management fee is 0.75% of NAV. Management pgw) e Jjbadl o3 9 Wyl daid Sle e %0.75 Ggisall B)lo] pgesy
fees charged by investments in the following fund have been 00T doesd gl (39diuall gy yeitiws G )Ll Gaobuall 8layl
rebated:

- SNB Capital Al Sunbullah SAR Fund. AUl did! ol Ggiie -
8) Special commission received by the fund manager 8 A8l UM @gduall e Wde uas> (&I &ol;dl OYeendl (8

during the period )

No special commissions were received during the period. Bl M dols g ST e Bodiall ppie Juass ©
9) Any other data and other information required by  lguesas yleidudl Gioluo oY Cuzgl 53 Ologlasg wlle T (9
Investment Fund Regulations to be included in this s g

report
a. Conflict of Interests Tuaddl § g2yl g
There is no conflict of interests. hae (o)l g Y
b. Fund Distribution During The Year plall M Gguall Olasigs &
No income or dividends will be distributed to Unitholders. lsgll Sle e Clgjj NERY] 9 e Y
c. Incorrect Valuation or Pricing sy @oddl $las .z
None. drg Y
d. Investment Limitation Breaches leiiwdl 098 dallee L

A violation of the Investment Funds Regulations was sz Goyall § aid o Hlediwdl 320luo dx8Y 3g.8) dalliee o) o3

detected due to a change of circumstance that is beyond the e s =5 gl (54) 8alal s (3) 858801 lpaod Ggaisall jouke Bl

Olg> 9l Buslg dg> t=g A guol dosd (:gL;a 30 %25 opo AST el Ggdiuall
i gamall i) o5 Al

control of the fund manager, specifically Article (54), point
(d), which prohibits the fund manager to invest more than

SNB Capital Diversified Saudi Riyal Fund Page 11 of 13 392l JUyL ggiiall ql.bill B9kue
Annual Report 2022G £2022 Sgiund! y5d00



-
SNB Capital

25% of its NAV in a single counterparty or in parties belonging

to the same group.

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

Since August —2021.

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

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

Annual Report.

D) Custodian

1) Name and address of custodian

AlBilad Investment Company

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

Tel: +966 92000 3636

Website: www.albilad-capital.com

2) Custodian’s duties and responsibilities

- Notwithstanding the delegation by a custodian to one or
more third parties under the provisions of Investment
Funds Regulations or the Capital Market Institutions
Regulations, the custodian shall remain fully responsible
for compliance with its responsibilities in accordance to
the provisions of Investment Funds Regulations.

- The custodian shall be held responsible to the fund
manager and unitholders for any losses caused to the
investment fund due to the custodian fraud, negligence,
misconduct or willful default.

- The custodian shall be responsible for taking custody and
protecting the fund's assets on behalf of unitholders, and
taking all necessary administrative measures in relation
to the custody of the fund's assets.

E) Fund Operator

1) Name and address of fund operator

SNB Capital Company

King Saud Road, P.O. Box 22216, Riyadh 11495,
Saudi Arabia

Tel: +966 920000232

Website: www.alahlicapital.com

Sodiuall pueS Joxunall aseid! 813 Bae (10
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2) Operator’s duties and responsibilities Bauall Jidis Oldggumeg lrly (2
- In relation to investment funds, the fund operator shall B9l JaasS e Ygdeuns Godinall Jideo 050 -
be responsible for operating the investment fund. Jesddy dball OIS OMaradly AL LlatsYh Gganall Jidio pody -

. . .B9uall

- The fund operator must maintain the books and records

undop ust maintain the 3§ Aoy Sl Slos o Eodondg kel Goinall Jiko poiy -

related to the operation of the fund it operates. e 20l Gy slllaned laby dSLaall
- The fund operator must establish a register of .o (wusg0) LY 5 Adas (= Yosuus Bguiuall Jido dad -

unitholders and must maintain it in the Kingdom in .B9uall a9 bg b 3 s pogaiedl gl dslins
accordance to the Investment Funds Regulations. by i § e pograiall s AN Ol b Bgduall Jideo poiy -

- The fund operator shall be responsible for the process of «Bguall pB=lg

S’JL&}S&ASW B9Luall JMTMULS’}M éjw‘wiaé -

dividends distribution (if available) to unitholders. . . .
( ) .B9uall ﬁ&.‘>-|3 bjﬁéa)juwdjw\ Glu>g yaw Olusg

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

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

F) Auditor Oblucdl 2zl (S
Name and Address of Auditor lgis cblucell azlyo el
KPMG Professional Services duigadl wlodsel) & 'al d J
Riyadh Front — Airport Road P.O Box. 92876, Riyadh 11663, 11663 U=l 92876 w.ua Jtaall (3 yk — (bl Agal
Saudi Arabia 400 grall Ay gl ASLadll
Tel: +966118748500 +966118748500: i
Website: www.kpmg.com/sa www.kpmg.com/sa ;s 5SS @ sall
G) Financial Statements Adldl @31l (O
As shown below in the financial statements section. AW @3l9a)l ud § oLl mapge 98 LS
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Independent Auditor's Report

To the Unitholders of SNB Capital Diversified Saudi Riyal Fund (formerly known as AlAhli Diversified
Saudi Riyal Fund)

We have audited the financial statements of SNB Capital Diversified Saudi Riyal Fund (the “Fund”) managed
by the SNB Capital Company (the "Fund Manager”), which comprise the statement of financial position as at 31
December 2022, the statements of profit or loss and other comprehensive income, changes in net assets
attributable to the Unitholders and cash flows for the year then ended, and notes to the financial statements,
comprising significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Fund as at 31 December 2022, and its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards (“IFRS") that are endorsed in the
Kingdom of Saudi Arabia and other standards and pronouncements issued by the Saudi Organization for
Chartered and Professional Accountants (‘SOCPA”).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing that are endorsed in the
Kingdom of Saudi Arabia. Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of the Fund
in accordance with the International Code of Ethics for Professional Accountants (including international
Independence Standards), that is endorsed in the Kingdom of Saudi Arabia (the “Code”), that are relevant to our
audit of the financial statements, and we have fulfilled our other ethical responsibilities in accordance with the
Code’s requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Responsibilities of the Fund Manager and Those Charged with Governance for the Financial Statements

The Fund Manager is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS that are endorsed in the Kingdom of Saudi Arabia and other standards and
pronouncements issued by the SOCPA, and to comply with the applicable provisions of the Investment Funds
Regulations issued by the Capital Market Authority (“CMA”), the Fund's terms and conditions and for such
internat 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 regi: d in the Kingdom of Saudi Arabia with the paid-up capital of SAR (40,000,000). Previously known as "KPMG
Al Fozan & Partners Certified Public Accountants”™. A non-partner member firm of the KPMG glohal organization of |ndependenl member firms affiliated with KPMG International Limited, a
private English limited by All sights .
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Independent Auditor's Repart

To the Unitholders of SNB Capital Diversified Saudi Riyal Fund (formerly known as AlAhli Diversified
Saudi Riyal 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:

» ldentify 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 resuilting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations or the override of internal control.

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

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

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

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 thase charged with governance regarding, among other matters, the planned scope and

timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit of SNB Capital Diversified Saudi Riyal Fund (the “Fund”).

KPMG Professional Services
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SNB CAPITAL DIVERSIFIED SAUDI RIYAL FUND (formerly known as AlAhli
Diversified Saudi Riyal Fund)
(Managed by the SNB Capital Company)

STATEMENT OF FINANCIAL POSITION
As at 31 December 2022
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

31 December

31 December

Notes 2022 2021
ASSETS
Cash and cash equivalents 8 2,434 2,690
Investments — net 9 7,949,146 19,852,766
Other receivables 2,588 300,035
Total assets 7,954,168 20,155,491
LIABILITIES
Other payables 18,115 24,821
Net assets attributable to the Unitholders 7,936,053 20,130,670
Units in issue in thousands (number) 10 5,646,324 14,519,768
Net assets value per unit (SAR) 1.4055 1.3864

The accompanying notes 1 to 16 form an integral part
of these financial statements.
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SNB CAPITAL DIVERSIFIED SAUDI RIYAL FUND (formerly known as AlAhli
Diversified Saudi Riyal Fund)
(Managed by the SNB Capital Company)

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

Note  For the year ended 31 December

2022 2021
Special commission income on Murabaha contracts 192,020 206,624
Special commission income on Sukuk 146,689 110,545
Realised gain on FVTPL investments — net 11,960 27,523
Unrealised loss on FVTPL investments — net (2,013) (23,994)
Other income 9,225 13,558
Total income 357,881 334,256
Management fees 12 (124,540) (174,999)
Value added tax expense (18,671) (26,250)
Administrative expenses (6,105) (4,465)
Custody fees (776) (552)
Professional fees (45) (45)
Shariah audit fees (27) (31)
Fund board remuneration (16) (12)
Capital Market Authority fees @) @)
Reversal of expected credit loss allowance 34 368
Total operating expenses (150,153) (205,993)
Profit for the year 207,728 128,263
Other comprehensive income for the year - -
Total comprehensive income for the year 207,728 128,263

The accompanying notes 1 to 16 form an integral part
of these financial statements.
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SNB CAPITAL DIVERSIFIED SAUDI RIYAL FUND (formerly known as AlAhli

Diversified Saudi Riyal Fund)

(Managed by the SNB Capital Company)

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

Net assets attributable to the Unitholders at the beginning of

the year

Total comprehensive income for the year

Decrease in net assets from unit transactions during the year

Proceeds from units issued

Value of units redeemed

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

For the year ended 31 December

2022 2021
20,130,670 20,876,917
207,728 128,263
12,864,299 | 23,142,531
(25,266,644) | (24,017,041)
(12,402,345) (874,510)
7,936,053 20,130,670

The accompanying notes 1 to 16 form an integral part

of these financial statements.
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SNB CAPITAL DIVERSIFIED SAUDI RIYAL FUND (formerly known as AlAhli

Diversified Saudi Riyal Fund)
(Managed by the SNB Capital Company)

STATEMENT OF CASH FLOWS
For the year ended 31 December 2022

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

Cash flows from operating activities
Profit for the year

Adjustments for:
Realised gain on FVTPL investments — net
Unrealised loss on FVTPL investment — net
Reversal of expected credit loss allowance

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

Net cash 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 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

8

2022 2021
207,728 128,263
(11,960) (27,523)

2,013 23,994

(34) (368)
197,747 124,366
470,027 1,197,520

11,443,574 (135,223)
297,447 (300,000)
(6,706) (23,794)
12,402,089 862,869
12,864,299 23,142,531
(25,266,644)  (24,017,041)
(12,402,345) (874,510)

(256) (11,641)

2,690 14,331

2,434 2,690

The accompanying notes 1 to 16 form an integral part

of these financial statements.
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SNB CAPITAL DIVERSIFIED SAUDI RIYAL FUND (formerly known as AlAhli
Diversified Saudi Riyal Fund)
(Managed by the SNB Capital Company)

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

1. THE FUND AND ITS ACTIVITIES

SNB Capital Diversified Saudi Riyal 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).

The Fund is governed by the Regulations published by the Capital Market Authority (“CMA”) on 3 Dhul
Hijja 1427 H (corresponding to 24 December 2006). The Regulations were further amended on 12 Rajab
1442 H (corresponding to 24 February 2021).

2. BASIS OF ACCOUNTING

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

3. BASIS OF MEASUREMENT

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

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

4. FUNCTIONAL AND PRESENTATION CURRENCY

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

5.  CHANGES IN FUND’S TERMS AND CONDITIONS

The Fund’s name has been changed during the year. There have been no other revisions in the terms and
conditions of the Fund during the year.




SNB CAPITAL DIVERSIFIED SAUDI RIYAL FUND (formerly known as AlAhli
Diversified Saudi Riyal Fund)
(Managed by the SNB Capital Company)

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

6. CRITICAL ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the financial statements requires the Fund Manager to make judgments, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets,
liabilities, income, and expenses. Actual results may differ from these estimates. Estimates and
underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the year in which the estimates are revised and in any future years affected.

a)  Fair value estimation

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based
on the presumption that the transaction to sell the asset or transfer the liability takes place either:

> In the principal market for the asset or liability, or
» In the absence of a principal market, in the most advantageous market for the asset or liability.

When available, the Fund measures the fair value of an instrument using the quoted price in an active
market for that instrument. A market is regarded as active if transactions for the asset or liability take
place with sufficient frequency and volume to provide pricing information on an on-going basis. The
Fund measures instruments quoted in an active market at 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 technigques that maximise the
use of relevant observable inputs and minimise the use of unobservable inputs. The chosen valuation
technique incorporates all of the factors that market participants would take into account in pricing a
transaction. The Fund recognizes transfer between levels of fair value at the end of the reporting year
during which the change has occurred.

The fair value hierarchy has the following levels:

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

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

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

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




SNB CAPITAL DIVERSIFIED SAUDI RIYAL FUND (formerly known as AlAhli
Diversified Saudi Riyal Fund)
(Managed by the SNB Capital Company)

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

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

b)  Measurement of expected credit loss allowance

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

A number of significant judgments are also required in applying the accounting requirements for
measuring Expected Credit Loss (ECL), such as:

Determining criteria for significant increase in credit risk;
Choosing appropriate models and assumptions for the measurement of ECL;
Establishing the number and relative weightings of forward-looking scenarios for each type of
product / market and the associated ECL; and
o Establishing Fund of similar financial assets for the purposes of measuring ECL.

Explanation of the inputs, assumptions and estimation techniques used in measuring ECL are further
detailed in Note 13.1.2 (a).

7. SIGNIFICANT ACCOUNTING POLICIES

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

7.1 Cash and cash equivalents

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

7.2 Financial assets and liabilities

Classification of financial assets

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

Financial assets measured at amortised cost

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as measured at FVTPL.:

e itis held within a business model whose objective is to hold assets to collect contractual cash flows;
and

e its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest / commission on the principal amount outstanding.




SNB CAPITAL DIVERSIFIED SAUDI RIYAL FUND (formerly known as AlAhli
Diversified Saudi Riyal Fund)
(Managed by the SNB Capital Company)

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

7. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

7.2 Financial assets and liabilities (continued)
Classification of financial assets (continued)
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 fair value through profit or loss (“FVTPL”)
All financial assets not classified as measured at amortised cost or FVOCI are measured at FVTPL.

Business model assessment

The Fund Manager assesses the objective of a business model in which an asset is held at a portfolio level
because this best reflects the way the business is managed and information is provided to management.
The information considered includes:

o the stated policies and objectives for the portfolio and the operation of those policies in practice;
how the performance of the portfolio is evaluated and reported to the Fund Manager;

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

e how managers of the business are compensated - e.g. whether compensation is based on the fair value
of the assets managed or the contractual cash flows collected; and

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

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

Financial assets that are held for trading and whose performance is evaluated on a fair value basis are
measured at FVTPL because they are neither held to collect contractual cash flows nor held both to collect
contractual cash flows and to sell financial assets.
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SNB CAPITAL DIVERSIFIED SAUDI RIYAL FUND (formerly known as AlAhli
Diversified Saudi Riyal Fund)
(Managed by the SNB Capital Company)

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

7. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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

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.

Reclassifications

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

Impairment of financial assets

The Fund assesses on a forward-looking basis the expected credit losses (“ECL”) associated with its financial
assets carried at amortised cost. The allowance is based on the ECLs associated with the probability of default
in the next twelve months unless there has been a significant increase in credit risk since origination.

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

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

A financial asset or financial liability is measured initially at fair value plus or minus, for an item not at
FVTPL, transaction costs that are directly attributable to its acquisition issue.
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SNB CAPITAL DIVERSIFIED SAUDI RIYAL FUND (formerly known as AlAhli
Diversified Saudi Riyal Fund)
(Managed by the SNB Capital Company)

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

7. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

7.2 Financial assets and liabilities (continued)

Subsequent measurement

Financial assets measured at FVTPL are subsequently measured at fair value. Net gain or losses including
any foreign exchange gains and losses, are recognized in profit or loss in ‘realized and unrealized gains /
(loss) on FVTPL investments — net’ in the statement of profit or loss and comprehensive income.

Financial assets and financial liabilities measured at amortised cost are subsequently measured at
amortised cost using the effective interest / commission method and is recognized in the statement of
profit or loss and other comprehensive income. Any gain or loss on de-recognition is also recognized in
the statement of profit or loss and other comprehensive income. The ‘amortised cost’ of a financial asset
or financial liability is the amount at which the financial asset or financial liability is measured on initial
recognition minus the principal repayments, plus or minus the cumulative commission using effective
interest / commission method of any difference between that initial amount and the maturity amount and,
for financial assets, adjusted for any loss allowance.

Derecognition

The Fund derecognizes a financial asset when the contractual rights to the cash flow from the asset expire,
or it transfers the rights to receive the contractual cash flows in a transaction in which substantially all of
the risks and rewards of ownership of the financial asset are transferred or in which the Fund neither
transfers nor retains substantially all of the risks and rewards of ownership and does not retain control of
the financial asset.

On derecognition of the financial asset, the difference between the carrying amount of the asset (or the
carrying amount allocated to the portion of the asset that is derecognised) and the consideration received
(including any new asset obtained less any new liability assumed) is recognized in the statement of profit
or loss and other comprehensive income. Any commission in such transferred financial assets that is
created or retained by the the Fund is recognized as a separate asset or liability.

The Fund enters into transactions whereby it transfers assets recognized on its statement of financial
position but retains either all or substantially all of the risks and rewards of the transferred assets or a
portion of them. If all or substantially all of the risk and rewards are retained, then the transferred assets
are not derecognized. The Fund derecognizes a financial liability when its contractual obligations are
discharged or cancelled, or expire.

Offsetting

Financial assets and financial liabilities are offset, and the net amount presented in the statement of
financial position when, and only when, the Fund has a legally enforceable right to offset the amounts
and intends either to settle them on a net basis or to realize the asset and settle them liability
simultaneously.

Income and expenses are presented on a net basis for gains and losses from financial instruments at
FVTPL and foreign exchange gains and losses.
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SNB CAPITAL DIVERSIFIED SAUDI RIYAL FUND (formerly known as AlAhli
Diversified Saudi Riyal Fund)
(Managed by the SNB Capital Company)

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

7. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

7.3 Provisions

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

7.4 Net assets per unit

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

75 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;
e they are in the class of instruments that is subordinate to all other classes of instruments;

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

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

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

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

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

The value added tax (“VAT”) applicable for fees and expenses are recognized in the statement of profit
or loss and other comprehensive income.
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SNB CAPITAL DIVERSIFIED SAUDI RIYAL FUND (formerly known as AlAhli
Diversified Saudi Riyal Fund)
(Managed by the SNB Capital Company)

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

7. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

7.7 Special commission income and expense

Special commission income and expense presented in the statement of comprehensive income comprises
of commission on financial assets and financial liabilities measured at amortised cost calculated on an
effective interest / commission basis.

The ‘effective interest / commission rate’ is the rate that exactly discounts the estimated future cash
payments and receipts through the expected life of the financial instrument:

» to the carrying amount of the financial assets; or

» the amortised cost of the financial liability.

In calculating special commission income and expense, the effective interest / commission rate is applied
to the gross carrying amount of the asset (when the assets is not credit impaired) or to the amortised cost
of the liability. However, for financial assets that have become credit-impaired subsequent to initial
recognition, special commission income is calculated by applying the effective interest / commission rate
to the amortised cost of the financial asset. If the asset is no longer credit-impaired, then the calculation
of special commission income reverts to the gross basis.

7.8 Management fee expense

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

7.9 Accrued expenses and other payables

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

7.10  New IFRS standards, and amendments thereof, adopted by the Fund
Below amendments to accounting standards, interpretations and amendments became applicable for
annual reporting periods commencing on or after 1 January 2022. The Fund manager has assessed that

the amendments have no significant impact on the Fund’s financial statements.

Standards / Interpretations and Amendments

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

Annual Improvements to IFRS Standards 2018-2020

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

Property, Plant and Equipment: Proceeds before Intended Use (Amendments to 1AS 16)

14



SNB CAPITAL DIVERSIFIED SAUDI RIYAL FUND (formerly known as AlAhli

Diversified Saudi Riyal Fund)

(Managed by the SNB Capital Company)

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

7. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

7.11  Standards issued but not yet effective

Standards, interpretations and amendments issued but not yet effective are listed below. The Fund intends
to adopt these standards when they become effective.

Standards, interpretations and
amendments

Description

Effective from periods
beginning on or after the
following date

Amendments to IAS 1 and IFRS
practice statement 2
Amendments to IAS 8
Amendments to IAS 12

Amendments to IFRS 16
Amendments to IFRS 17
Amendments to IAS 1

Amendments to IFRS 16

Amendments to [FRS 10 and IAS
28

Disclosure of accounting policies

Definition of accounting estimates
Deferred tax related to assets and
liabilities arising from a single
transaction

Insurance Contracts

Insurance Contracts

Classification of liabilities as current or
non-current

Lease Liability in a Sale and
Leaseback

Sale or contribution of assets between
investor or Joint Venture

January 1, 2023
January 1, 2023
January 1, 2023
January 1, 2023
January 1, 2023
January 1, 2024
January 1, 2024
Available for optional

adoption / effective date
deferred indefinitely

The above standards, interpretations and amendments are not expected to have a significant impact on

the Fund’s financial statements.

8. CASH AND CASH EQUIVALENTS

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

9. INVESTMENTS — NET

31 December 31 December

Notes 2022 2021

Investments measured at amortised cost — net i) 7,347,169 18,790,709
Investments measured at fair value through profit or loss ii) 601,977 1,062,057
7,949,146 19,852,766
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SNB CAPITAL DIVERSIFIED SAUDI RIYAL FUND (formerly known as AlAhli
Diversified Saudi Riyal Fund)
(Managed by the SNB Capital Company)

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

9. INVESTMENTS — NET (CONTINUED)

i) Investments measured at amortised cost — net

Investments measured at amortised cost include the following:

31 December 31 December
Notes

2022 2021
Investments in Murabaha contracts a) 3,024,141 14,399,496
Investments in Sukuk b) 4,324,930 4,393,149
Gross carrying value 7,349,071 18,792,645
Less: Allowance for expected credit loss (1,902) (1,936)
Net investments measured at amortised cost 7,347,169 18,790,709

a) Murabaha placements are held with local and international banks. These carry profit rates ranging
from 1.85% to 4.80% per annum (2021: 0.80% to 1.65% per annum) with maturity uptil 10 May
2023.

b) Investments in Sukuk carry profit rates ranging from 2.50% to 7.31% per annum (2021: 1.53% to
4.64% per annum) with maturity uptil 24 April 2049.

i) Investments measured at fair value through profit or loss

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

31 December 31 December
2022 2021

Units of SNB Capital Al Sunbullah SAR Fund — a related party 601,977 -
Units of SNB Capital Saudi Riyal Trade Fund — a related party - 1,062,057

10. UNITS TRANSACTIONS

Transactions in units during the year are summarized as follows:

For the year ended 31 December

2022 2021

Units’in 000  Units’ in 000

Units at the beginning of the year 14,519,768 15,141,040
Units issued 9,243,174 17,230,961
Units redeemed (18,116,618) (17,852,233)
Net decrease in units (8,873,444) (621,272)
Units at the end of the year 5,646,324 14,519,768

As at 31 December 2022, the top 5 unitholders represented 50.51% (2021: 55.69%) of the Fund’s units.
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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 debt investments measured at amortized cost using the incurred loss model,
whereas IFRS 9 requires provisions to be measured using the ECL method. This has resulted in a
difference between net assets calculated as per the CMA circular (“trading net assets”) and as per
requirements of IFRS 9 (“reported net assets”). The following table shows the reconciliation between the
Fund’s reported net assets and trading net assets:

31 December 31 December

2022 2021

Reported net assets of the Fund 7,936,053 20,130,670
Add: Allowance for expected credit losses 1,902 1,936
7,937,955 20,132,606

Less: Provision for incurred credit losses -- --
Traded net assets of the Fund 7,937,955 20,132,606
Number of units in issue 5,646,324 14,519,768
Traded net assets per unit of the Fund 1.4059 1.3866

12. RELATED PARTY TRANSACTIONS AND BALANCES

The related party of the Fund includes Fund Manager, Fund Board, other funds managed by the Fund
Manager, the Saudi National Bank, being parent of the Fund Manager, and other entities of the same
group.

Management fees and other expenses

The Fund is managed and administered by the Fund Manager. For these services, the Fund accrues, daily,
a management fee, which should not be more than the maximum annual rate of 0.75% (2021: 0.75%) per
annum of the Fund's daily net assets as set out in the Fund’s terms and conditions.

The Fund Manager is also entitled to recover expenses incurred on behalf of the Fund relating to audit,
custody, advisory, data processing and other similar charges. The maximum amount of such expenses
that can be recovered from the Fund by the Fund Manager is restricted to 0.5% (2021: 0.5%) per annum
of the Fund's net assets at the respective valuation days. These expenses have been recovered by the Fund
Manager on an actual basis.
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12. RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED)

Management fees and other expenses (continued)

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

Amounts of
transactions for the Payable Balance as at
Name of related Nature of transaction year ended
party 31 31 31 31
December | December | December | December
2022 2021 2022 2021
SNB Capital Management fees 124,540 174,999
Company Expenses paid on 18,115 24,821
behalf of the Fund 25,647 31,362

Transactions with related parties

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

approved by the Fund Board.

Amounts of
transactions for the Balance as at
Name of related Nature of transaction period ended
party 31 31 31 31
December | December | December | December
2022 2021 2022 2021
SNB Capital Al Subscription of fund
Sunbullah SAR units 807,500 - 3 B
Redemption of fund 810715 .
units
SNB Capital Multi- | Subscription of fund B 40 900
Asset Conservative | units ’
Fund Redemption of fund 33,204 68,436
- 36,141
units
SNB Capital Multi- | Subscription of fund B
Asset Growth Fund | units _ _
Re_demptlon of fund B 342
units
SNB Capital Subscription of fund B 600
Multi-Asset units _ 2939
Moderate Fund Redemption of fund ’
- 1,589 --
units
King Saud Subscription of fund _ 2411
University Waqf units ’
- 1,050 2,411
Fund Redemption of fund
A 1,397 --
units
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12. RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED)

Transactions with related parties (continued)

Amounts of t_ransactions Balance as at
Name of related _ for the period ended
party Nature of transaction 31 31 31 31
December | December | December | December
2022 2021 2022 2021
SNB Capital Saudi | Subscription of fund
Riyal Trade Fund units B 500,000 £00.630 B
Redemption of fund ’
units B B
SNB Capital Multi- | Subscription of fund _ 11.200
Asset Income Plus units ' . 39062
Fund Redemption of fund 39 344 10.000 ’
units ' '
SNB Capital Subscription of fund 66,500 5,700 49,402 53,594
Takaful units
Company Redemption of fund 71,639 4,900
units

13. FINANCIAL RISK MANAGEMENT

13.1 Financial risk factors

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

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

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

13.1.1 Market risk

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

a) Foreign exchange risk

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

currency.

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

13.1 Financial risk factors (continued)
13.1.1 Market risk (continued)
b) Commission rate risk

Commission rate risk is the risk that the value of the future cash flows of a financial instrument or fair
values of fixed coupon financial instruments will fluctuate due to changes in market commission rates.

At 31 December 2022, the Fund is exposed to commission rate risk on its investments in fixed rate Sukuk.
A reasonably possible change of 10 basis points in interest rates at the reporting date would have increased
(decreased) net assets and profit or loss by SAR 4.32 million (2021: SAR 4.39 million).

C) Other price risk

Other price risk is the risk that the value of the Fund’s financial instruments will fluctuate as a result of
changes in market prices caused by factors other than foreign currency and commission rate movements.
The price risk arises primarily from uncertainty about the future prices of financial instruments that the
Fund holds. The Fund Manager daily monitors concentration of risk for net assets based on securities and
industries in line with defined limits while closely tracking the portfolio level volatilities. As of the
statement of financial position date, the Fund has investments in mutual fund units which are exposed to
other price risk.

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

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

31 December 2022 31 December 2021

Effect on net assets attributable to +10% 60,198 +10% +106,206
the Unitholders.

13.1.2 Credit risk

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

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

As at the statement of financial position date, the fund’s exposure to credit risk for its bank balances is
represented by cash at bank with a local bank having Moody’s credit rating of A3.

a) General approach for allowance for expected credit losses

"The Fund recognizes loss allowances for ECL on the financial assets that are not measured at FVTPL.
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13. FINANCIAL RISK MANAGEMENT (CONTINUED)

13.1 Financial risk factors (continued)
13.1.2 Credit risk (continued)
a)  General approach for allowance for expected credit losses (continued)

The Fund measures loss allowances at an amount equal to lifetime ECL, except for the following, for
which they are measured as 12-month ECL:

e  debt investment securities that are determined to have low credit risk at the reporting date; and
e other financial instruments on which credit risk has not increased significantly since their initial
recognition.

The Fund considers a debt security to have low credit risk when their credit risk rating is equivalent to
the globally understood definition of 'investment grade'.

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

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

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

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.

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 ECLSs.

b)  Expected credit loss allowance measurement

ECL represent 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 entity 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.
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13.  EINANCIAL RISK MANAGEMENT (CONTINUED)

13.1 Financial risk factors (continued)
13.1.2 Credit risk (continued)
b) Expected credit loss allowance measurement (continued)

The table below shows financial instruments subject to impairment:

As at 31
December
As at 31 December 2022 2021
Stage 1 Stage 2 Stage 3 Total Total

Investments measured at
amortised cost 7,349,071 - - 7,349,071 18,792,645
Expected credit loss allowance (1,902) - - (1,902) (1,936)
Carrying amount 7,347,169 - - 7,347,169 18,790,709

The Fund Manager reviews credit concentration of the investment portfolio based on counterparties. The
credit quality of the financial assets is managed using the ratings from reputable credit ratings agencies.
As at 31 December 2022 and 31 December 2021, the Fund has investments measured at amortized cost
with the following credit quality:

Credit ratings 31 December 31 December
2022 2021

A+ 25.48% 15.08%
A 10.34% 22.14%
A- 9.96% 26.67%
BBB+ 52.83% 33.01%
BBB 0% 2.13%
BBB- 0% 0.43%
BB- 1.39% 0.54%
100% 100%

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

22



SNB CAPITAL DIVERSIFIED SAUDI RIYAL FUND (formerly known as AlAhli
Diversified Saudi Riyal Fund)
(Managed by the SNB Capital Company)

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

13.  EINANCIAL RISK MANAGEMENT (CONTINUED)

13.1 Financial risk factors (continued)
13.1.2 Credit risk (continued)
c) 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 and Sukuk
contracts:

Stage 1 Stage 2 Stage 3

12-month Lifetime Lifetime - credit
2022 ECL ECL impaired ECL Total
Expected credit loss allowance as at
1 January 2022 1,936 - - 1,936
Reversal during the year (34) -- -- (34)
Expected credit loss allowance as at
31 December 2022 1,902 - -- 1,902

Stage 1 Stag§ 2 Stage 3

12-month  Lifetime [ ifetime - credit
2021 ECL ECL impaired ECL Total
Expected credit loss allowance as at
1 January 2021 2,151 153 -- 2,304
Reversal during the year (302) (66) -- (368)
Expected credit loss allowance as at 1,849 87 _ 1,936

31 December 2021

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

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

The Fund’s terms and conditions provide for subscription and redemption of units on every Saudi
business day and it is, therefore, exposed to the liquidity risk of not being able to meet Unitholders’
redemption requests on these days. The Fund Manager monitors liquidity requirements by ensuring that
sufficient funds are available to meet any commitments as they arise, either through new subscriptions,
liquidation of the investment portfolio or by taking short term loans facilities obtained by the Fund
Manager.
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13.  EINANCIAL RISK MANAGEMENT (CONTINUED)

13.1  Financial risk factors (continued)
13.1.3 Liquidity risk (continued)

The contractual and expected maturity of all liabilities outstanding at the reporting date are within six
months (2021: due within six months).

13.1.4 Operational risk

Operational risk is the risk of direct or indirect losses arising from a variety of causes associated with the
processes, technology and infrastructure supporting the Fund’s activities either internally or externally at
the Fund’s service provider and from external factors other than credit, liquidity, currency and market
risks such as those arising from the legal and regulatory requirements.

The Fund’s objective is to manage operational risk so as to balance limiting of financial losses and
damage to its reputation with achieving its investment objective of maximising returns to the Unitholders.

The primary responsibility for the development and implementation of control over operational risks rests
with the Risk Management Team. This responsibility is supported by the development of overall standard
for the management of operational risk, which encompasses the controls and processes at the service
providers and the establishment of service level agreements with the service providers, in the following
areas:
- documentation of controls and procedures;
- requirements for:
= appropriate segregation of duties between various functions, roles and responsibilities;
= reconciliation and monitoring of transactions; and
= periodic assessment of operational risks faced.
- the adequacy of controls and procedures to address the risks identified,;
- compliance with regulatory and other legal requirements;
- development of contingency plans;
- training and professional development;
- ethical and business standards; and
- risk mitigation.

14. LAST VALUATION DAY

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

15. EVENTS AFTER THE END OF THE REPORTING PERIOD

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

16. APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were approved by the Fund Board on 16 Sha’ban 1444H corresponding to 08
March 2023.
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