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A) Investment Fund Information

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

2) Investment Objectives and Policies

e  Fund’s Objectives:

The Fund is aim to provide long term capital appreciation by

investing mainly in Corporates Sukuk denominated in SAR

or USD or any other currencies in accordance with the

Fund's Shariah standards.

e Investment Policies and Practices:

The Fund mainly invest in the following Sharia-compliant

securities (“Target Securities”):

- Sukuk of Saudi and GCC companies issued in the local
market and GCC markets, or any Saudi or GCC Sukuk
issued in global markets denominated in Saudi riyals,
US dollars or any other currency, in accordance with
the Sharia rules of the fund.

- Sovereign sukuk issued by the Saudi government or any
sukuk issued directly or indirectly by Saudi government
agencies or any sukuk issued by the governments of the
GCC countries or any Saudi and GCC sukuk issued in the
global markets and denominated in Saudi riyals, US
dollars or Any other currency in accordance with the
Sharia guidelines of the Fund.

- Short-term  money market instruments with
counterparties regulated by the Central Bank of Saudi
Arabia or a similar regulatory body outside the
Kingdom denominated in Saudi riyals, US dollars or any
other currency in accordance with the Sharia rules of
the fund.

- Money market and fixed income funds that are Sharia
compliant and offered for public offering and licensed
by the Authority.

- Derivative contracts related to the Sharia-compliant
structured instruments and products of the fund, the
fund's sharia-compliant structured instruments and
products denominated in Saudi riyals and US dollars,
and the fund's sharia-compliant structured instruments
and products denominated in Saudi riyals or US dollars,
for the purpose of hedging risks (such as interest rate
risks).

- The fund manager has the right to keep a larger part or
all of the fund's assets in cash or in the short term
investments if he believes that the market conditions
or economic conditions are relatively inappropriate.

3) Distribution of Income & Gain Policy

All profit will be reinvested in the Fund. But the fund manager
has the right to distribute profit to the fund’s unit holders under
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his own his own discretion based on the fund’s performance and

market conditions as stipulated in a notice addressed to

unitholders, for the unitholders’ available accounts with the

fund manager.

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

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

60% - S&P GCC Sukuk Index and 40% - 30-day rolling average of

the 1-month term SOFR rate.
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B) Fund Performance

1) A comparative table covering the last three financial
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Year 2023 2022 2021 Ll
NAV* 8,625,390 10,290,963 59,821,571 *Gouall Jguol doud Sle
NAV per Unit* 10.31 9.90 10.31 *8u>9 JSU Bgiuall Jgaol dod QLo
ECL NAV* 10.30 9.93 10.31 Al sl g 0-\*>ng-

423 giall
Highest Price per Unit — Class A* 10.35 10.31 10.33 ] 85| — Bu>g yaw el
Highest Price per Unit — Class B* 10.26 10.29 10.31 *O Ll — U9 yaw el
Lowest Price per Unit — Class A * 9.93 9.81 10.13 ¥ )| — Bu>g yauw J31
Lowest Price per Unit — Class B * 9.87 9.76 10.12 *O 238l — Bu>g yaw JBI
Number of Units 836,178 1,039,724 5,806,208 Oldsgll sue
Income Distribution Per Unit N/A 0.00% 2.00% dd>g S dejgall Cl_sj}ﬂ daid
Fees & Expense Ratio 1.68% 1.86% 1.47% Oy raelly p gyl deud

Percentage of borrowed assets
from the total asset value, the
period of their exposure period
and due date (if any)
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2) A performance record that covers the following: 1 b Jas elof Joxw
a. The total return for the fund compared to the benchmark Buly dd 3ell djlde Gowuwall Jlexl Wl g
for 1 year, 3 years, 5 years and since inception: ol oy il g s (il i G5

Since
Period Inception SJe?rss il\(?ar; 1;2” B ARl
Return% — Class A 1.12 N/A 0.63 4.30 1 &)l — % @guall wile
Return% — Class B 0.83 N/A 0.34 4.00 © Al — %@ guiuall Lile
Benchmark % - Class A 0.97 N/A 0.69 5.18 sl - % yiugall wile
Benchmark % - Class B 0.93 N/A 0.69 5.18 Q &l - % yhgall Lile
b. The annual total return for the fund compared to the sl L5l dylie Bgduall (g Jb}” Sl o
benchmark for the last 10 years/ or since inception: s omelil die of fdusladl Ol giuw
Year 2023 2022 2021 2020 2019 2018 2017 2016 2015 2014 Ll

Return% —Class A 4.30 -3.74 149 179 N/A N/A N/A N/A N/A N/A 1 42l —9% 3 guiuall Lile

Return% —Class B 4.00 -402 120 174 N/A N/A N/A N/A N/A NA <& -%Fgluall Sle

Benchmark % 5.18 -3.54 061 1.05 N/A N/A N/A N/A N/A N/A % gl Lile
c. Actual fees and fund expenses paid by the investment Bouall lgads & Ly WY gaally Clodsdl blis .z
fund during the year as a percentage of average Net Asset Jguol daid Qle fawgio o igin dawiS pladl Hlde e
Value: 1@ gkiuall
Fees and Expenses J)’gald:.ﬁ % dugiall dul @by anlly o gusyll

usD ‘000 -
Management Fees - Class A 26 0.50% Tasall - 8)laYl Gl
Management Fees - Class B 28 0.22% o &l - BylaYl ol
VAT on Management Fees 9 0.10% Byl Gl e ddlaoll Aol dops
Custodian Fees 10 0.12% Laazl pgu)
Auditor Fees 12 0.14% Oblusdl gzl Gl
Fund Admin Expenses 9 0.10% 4yl ldea)l Cayylas
CMA Fees 2 0.02% I Bgudl A p gy
Tadawul Fees 2 0.02% Jols 2890 e Ggdiuall Sloghao 45 pgun)
Other Fees 39 0.43% Sy ciylas
Shariah Committee Fees 5 0.06% due il L)l Gloas olasl
S 009 e syl o il
Total Fees and Expenses 147 1.68% ybaslly pgwyl & geze
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Material Changes

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

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

The U.S treasury yield-curve steepened slightly YoY with
short-term yields decreasing while long-term bond yields
held steady ;2-year treasury yield decreased by 18 bps to
4.25%, 5-Year treasury yield decreased by 16 bps to 3.85%,
while the 10-Year treasury yield remained flat at 3.88%.
The SAR Sovereign Sukuk broadly shifted upward YoY; 2-
year Sukuk yield increased by approximately 66 bps to 5.2%,
5-Year Sukuk yield increased by 38 bps to 4.5%, while the
10-Year Sukuk yield increased by 18 bps to 4.7%.

The USD LIBOR cessation and market transition to the
alternative Secured Overnight Financing Rate (SOFR)
completed in June 2023. The transition came as a response
to concerns regarding the sustainability and strength of the
benchmark triggering the development of an alternative.
The primary differences between the LIBOR and SOFR is
while the LIBOR represented the bank lending, forward-
looking, uncollateralized, and survey-based rates, the SOFR
represents the risk free, backward looking, collateralized,
and transaction-based rate.

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

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

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

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

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

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

5) Fund Board Annual Report

a. Names of Fund Board Members

e Ali Abdulaziz Al Hawas - Chairman - Dependent Member
e  Feras Abdulrazag Houhou - Dependent Member

e Ammar Hasan Yasin Bakheet - Independent member

e Amr Shahwan - Independent member

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

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

Feras Houhou: General Legal Counsel at Savvy Electronic
Gaming Group (“Savvy”), a leading company aiming to drive
long-term growth in the global gaming and eSports sector. In his
position as general legal counsel, he oversees many tasks and
responsibilities related to five main departments: legal affairs,
risk management, compliance, governance, and board affairs.
Mr. Feras also held the position of head at SNB Capital's Legal
and Governance Division and the Sectary of the Board. In March
2015, Feras joined the Legal Division besides his role as a Board
Secretary. His expertise covers a wide range of tasks such as
working on various Equity Capital Market and Debt Capital
Market transactions and handling all litigations in which the
Company is involved. He also has worked extensively in Merger
& Acquisition and all sorts of investment funds locally and
internationally. His role in these transactions included
negotiations, drafting and execution of its relevant agreements,
documents and structure. Prior to joining SNB Capital, Feras
worked at the Legal Division in the Capital Market Authority
where he participated in drafting many of the Capital Market
Regulations and advised in many policy matters. Mr. Feras holds
an LLM specialized in Securities and Financial Regulations from
Georgetown Law School and a law degree from King Abdulaziz
University. He was appointed in July 2021 as member of the
Middle East & North Africa (MENA) advisory Board at
Georgetown Law Centre.

Ammar Bakheet: He has more than 27 years of experience in
the financial sector. Specialized in business establishment in the
financial sector, strategy development, securing regulatory and
legislative approvals, building of the operational infrastructure,
and building the administrative teams to run such businesses.
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The founding partner and CEO of Mnasah Digital Platform a
technical financial company specialized in operating and running
of a digital platform specialized in  financing of small and
Medium-sized enterprises (SMEs) Kingdome of Saudi Arabia
(2017-Present). Head of asset management & product
development - Audi capital 2007-2017 .Establishment of the
Investment Division at RAKBank (Dubai) (2003 -2006). Working
at Samba Capital as Saudi Equity Funds manager (1998-2002).
Co-founding Bakheet Investment Company (1993- 1998).

Amr Shahwan: He’s a Managing Director at Majd Arabia
Management Consultant Co., Riyadh, Kingdom of Saudi Arabia.
Amr holds a Bachelor's degree in Business Administration from
The Amman Ahliya University. Has more than 25 years of
experience in family office consulting, investment consulting,
strategy, and business planning. He is Founder of Kartal Advisory
Limited, UAE. During the span of his excellent carrier, Mr.
Shahwan has served the top ranked organizations (MASIC,
SAMBA Financial Group, Al Majdouie Group, Arbah Investment
Group, Baker Tilly KSA) in Saudi Arabia and Jordan on high level
Key positions (CEO, Director, General Manager etc.).

c. Roles and responsibilities of the Fund Board

The responsibilities of the members of the fund board shall

include the following:

1. Approving material
involving the fund.

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

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

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

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

6. Confirming the completeness and accuracy (complete,
clear, accurate, and not misleading), and compliance 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.

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

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

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

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

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

d. Remuneration of fund board members

Independent Board members shall be remunerated by the Fund
Manager for attending at least two Board meetings per annum,
which is the minimum number of the Fund’s Board meetings,
which shall be paid from the Fund’s assets. It should be noted
that this remuneration represents a sum of USD 5,333 per year
for the independent members of the Board collectively.
Independent Board Members shall also be entitled to travel
allowances of a maximum of USD 2,000 paid from the Fund’s
assets. They shall not be included in the remuneration paid to
independent directors. Non-independent Board Members shall
not be entitled to any remuneration from the Fund Manager in
consideration for their roles as Board members of the Fund.

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

The Fund Board is composed of certain employees of the Fund

Manager. However, the Fund Board members have fiduciary

duties to Unitholders and will use their best efforts to resolve all

conflicts by exercising their good faith judgement. Furthermore,

Board members may hold Unit in the Fund, have a banking

relationship with companies in which their shares are acquired,

sold or maintained by the Fund or on its behalf, or with which
the Fund has Murabaha deals. However, if any conflict of
interests arises, such conflict shall be communicated to the Fund

Board for approval in which case the conflicted Board member

shall not be entitled to vote on any resolution taken by the Fund

Board in respect of which the conflicted Board member has any

direct or indirect interest.
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f. Astatement showing all the funds boards that the relevant Lgd hyliw G @200l 5] pullxs puazr b Jod L9
board member is participating in Bokiall yulee gi
Fund’s/ Member’s Name 9es s oolyd Py gaadl [ Godiuall el
Olged Cude 9> olg=dll
Amr Ammar Feras Ali

Shahwan Bakheet Houhou AlHawas

SNB Capital Al Sunbullah USD Vv N4 v V4 HY9udb ddsid! k?l.afﬁl B9due
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SNB Capital Al Ataa Saudi Equity Fund N4 V4 J V4 Aon ) 0gudl slas)l J2Y G9io
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SNB Capital Al Raed Saudi Equity Fund v J V4 v L5 gadl 04 251 oY Bguio
SNB Capital Al Razeen USD Liquidity Fund v N4 Vv v DY LEUORSH] &"’S" Byduo
SNB Capital Al Razeen SAR Liquidity Fund N4 v v v JUIL il H,Laf;!l Bydiuo
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fund performance and fund achievement of its K .
objectives aBluaY Godiuall Grimely Goall elol 3 §

The Fund's Board of Directors held three meetings during (b Lady ¢£2023 pladl DM Olelaz! &5 Ggduall 8)lo] pulzme Jide

2023. The following is a summary of the key decisions Jd e lgadlie Cud (2 . TR T .
LS o lgradlo ol (@l audlgally ayld8) @3 (&l wilylydll 2y Lasls
approved and the matters discussed by the Fund’s Board of i = ¢ re

Directors: 13gall 13| e
- Fund’s objectives achievement and performance PN 1Ty adluaY Gganall Bubms dadle -
review. Boedl Wgpndl Hblre A3 3 Ly Goiall dalaidl Hbliell -
- Risks relatgd to the funds; including: liquidity, market, il
and operational risks.
- Ensuring fund’s compliance to all applicable rules and LYy ddolacll Jggeus ao ddloll Ggundl dipd 1ok Goluall ol -

regulations.

C) Fund Manager Byduall pie (T
1) Name and address of the Fund Manager dilgieg cGabiuall e el (1
SNB Capital Company Al ¥ 35
King Saud Road, P.O. Box 22216, Riyadh 11495, Saudi Arabia = d4gaudl duyall dSlaal! 11495 (6L,)1 ¢22216 ..o dgaw clladl 3,k
Tel: +966 920000232 +966 920000232 (&b
Website: www.alahlicapital.com www.alahlicapital.com : 39 ASIY! x3gall
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2) Names and addresses of Sub-Manager / Investment
Adviser

None.

3) Investment Activities during the period

With the high yield levels caused by central banks tightening
their policy rates to control the inflationary environment, the
fund extended its duration and increased its Sukuk allocation
to take advantage of expected downward shift of yield curves
which will drive up Sukuk prices and continued to allocate the
majority of its investments to high credit quality Sukuk.

4) Performance

Class A: Class B:
Fund Performance 4.30% 4.00%
Benchmark Performance 5.18% 5.18%

Class A: The fund underperformed the benchmark by 88 bps.
Class B: The fund underperformed the benchmark by 118
bps.

5) Terms & Conditions Material Changes

1. Non-fundamental Changes: as shown below:
First: Amending subparagraphs (a) "Names of Fund
Board members" in paragraph (24) “Fund Board”.
Second: Amending subparagraphs (b) "Brief about the
Fund Board members' qualifications" paragraph (24)
“Fund Board”.
Third: Update the sub-paragraph (f) "Table showing all
the funds boards that the relevant Board member is
participating in" in paragraph (24) "Fund Board".

2. Non-fundamental Changes: as shown below:
First: Amending subparagraph (n) of paragraph (3)
"Investment Policies and Practices ".
Second: Amending subparagraph (a) of paragraph (9)
"Fees, Charges and Expenses ".
Third: Amending subparagraph (a) of paragraph (25)
"Shariah Committee".
Fourth: Updating subparagraph (a) of paragraph (28)
"Auditor" (Where applicable).”

3. Non-fundamental Changes: as shown below:
First: Amending the Fund’s summary.
Second: Appointing Tax adviser
information (where applicable).
Third: Amending subparagraphs (a, b, c, f) in paragraph
(9) “Fees, Charges and Expenses”.
Forth: Amending subparagraph (a) in paragraph (21)
“Fund Manager”.
Fifth: Amending subparagraph (c) in paragraph (25)
“Shariah Committee”.
Sixth: Amending subparagraph (b) in paragraph (24)
“Fund Board”.
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6) Any other information that would enable unitholders
to make an informed judgment about the fund’s
activities during the period

None.

7) Investments in other Investment Funds

The fund management fee is 0.50% for class (A) and 0.75%
for class (B) of NAV. Management fees charged by
investments in the following fund have been rebated:

- SNB Capital Diversified US Dollar Fund.

- SNB Capital International Trade Fund.

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

No special commissions were received during the period.

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

a. Conflict of Interests

There is no conflict of interests.

b. Fund Distribution During The Year

None.

c. Incorrect Valuation or Pricing

None.

d. Investment Limitation Breaches
None.

10) Period for the management of the person registered
as fund manager
Since August —2021.

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

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

Annual Report.

D) Custodian

1) Name and address of custodian

HSBC Saudi Arabia

Olaya, P.0O. Box 2255, Riyadh 12283, Saudi Arabia
Tel: +966920005920

Website: www.hsbcsaudi.com
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2) Custodian’s duties and responsibilities

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

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

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

E) Fund Operator

1) Name and address of fund operator

SNB Capital Company

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

Tel: +966 920000232

Website: www.alahlicapital.com

2) Operator’s duties and responsibilities

- Inrelation to investment funds, the fund operator shall
be responsible for operating the investment fund.

- The fund operator must maintain the books and records
related to the operation of the fund it operates.

- The fund operator must establish a register of
unitholders and must maintain it in the Kingdom in
accordance to the Investment Funds Regulations.

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

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

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

Name and Address of Auditor

KPMG Professional Services

Riyadh Front — Airport Road P.O Box. 92876, Riyadh 11663,
Saudi Arabia

Tel: +966118748500

Website: www.kpmg.com/sa

G) Financial Statements

As shown below in the financial statements section.

H) Zakat Calculations
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New regulations effective during the year

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

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

During the current year, the Fund Manager has completed
the registration of the Fund with ZATCA and submitted
information declaration on time and the due ZAKAT amount
for the year ended 31 December 2023 for the fund units was
amounted to 0.9637 Saudi Riyal per unit”.
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Independent Auditors Report

To the Unitholders of the SNB Capital Corporate Sukuk Fund

We have audited the financial statements of the SNB Capital Corporate Sukuk Fund (the “Fund”) managed by
the SNB Capital Company (the “Fund Manager”), which comprise the statement of financial position as at 31
December 2023, the statements of profit or loss and other comprehensive income, changes in net assets
attributable to the Unitholders and cash flows for the year then ended, and notes to the financial statements,
comprising material accounting policies and other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Fund as at 31 December 2023, and its financial performance and its cash flows for the year then
ended in accordance with IFRS Accounting Standards as issued by the International Accounting Standards
Board (“IFRS Accounting Standards”) that are endorsed in the Kingdom of Saudi Arabia and other standards
and pronouncements issued by the Saudi Organization for Chartered and Professional Accountants (“SOCPA”).

Basis for Opinion

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

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

The Fund Manager is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS Accounting Standards that are endorsed in the Kingdom of Saudi Arabia and other
standards and pronouncements issued by the SOCPA, and to comply with the applicable provisions of the
Investment Funds Regulations issued by the Capital Market Authority (“CMA”), the Fund’s terms and conditions,
and for such internal control as the Fund Manager determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Fund Manager is responsible for assessing the Fund’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the Fund Manager either intends to liquidate the Fund or to cease
operations, or has no realistic alternative but to do so.

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

KPMG Professional Services, a professional closed joint stock company registered in the Kingdom of Saudi Arabia with a paid-up capital of SAR40,000,000 (previously known as “KPMG Al Fozan & Partners
Certified Public Accountants”) and a non-partner member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by
guarantee. All rights reserved.
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KPMG

Independent Auditors Report

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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

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

We communicate with those charged with governance regarding, among other matters, the planned scope and

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

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

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

ASSETS

Cash and cash equivalents
Investments — net

Other receivables

Total assets

LIABILITIES

Other payables

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

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

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

Notes

10

31 December

31 December

2023 2022

11 17
8,780 10,457
53 2
8,844 10,476
219 185
5,486 5,263
3,139 5,028
530 530

306 510
10.3509 9.9302
10.2582 9.8588

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




SNB CAPITAL CORPORATE SUKUK FUND
(Managed by the SNB Capital Company)

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
For the year ended 31 December 2023
Expressed in US Dollars ‘000 (unless otherwise stated)

Notes For the year ended 31 December

2023 2022
Special commission income on Sukuk 476 925
Unrealised gain / (loss) on investments measured at fair
value through profit or loss (FVTPL investments) — net 288 (501)
Realised loss on FVTPL investments — net (264) (2,107)
Rebate income 8 33
Total income / (10ss) 508 (1,650)
Management fees 11 (54) (158)
Auditors’ remuneration 12 (12) (10)
Value added tax expense 11 9 (24)
Charge for expected credit loss allowance 2 -
Other expenses (70) (125)
Total operating expenses (147) (317)
Profit / (loss) for the year 361 (1,967)
Other comprehensive income for the year -- --
Total comprehensive income / (loss) for the year 361 (1,967)

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




SNB CAPITAL CORPORATE SUKUK FUND
(Managed by the SNB Capital Company)

STATEMENT OF CHANGES IN NET ASSETS ATTRIBUTABLE TO THE UNITHOLDERS

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

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

Total comprehensive income / (loss) for the year

Net decrease in net assets from unit transactions during the
year

Proceeds from units issued
Value of units redeemed

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

Of which:
Class A

Class B

UNIT TRANSACTIONS

Transactions in units during the year are summarized as follows:

Units at the beginning of the year

Units issued
Units redeemed

Net decrease in units during the year

Units at the end of the year

Of which:
Class A
Class B

For the year ended 31 December

2023 2022
10,291 56,761
361 (1,967)

48 127
(2,075) (44,630)
(2,027) (44,503)
8,625 10,291
5,486 5,263
3,139 5,028

For the year ended 31 December

2023 2022

------------ Units in ‘000s----------
1,040 5,506

5 12

(209) (4,478)

(204) (4,466)

836 1,040

530 530

306 510

As at 31 December 2023, the top 5 unitholders of Class A represented 100% (2022: 100%) and of Class

B represented 89.63% (2022: 73.29%) of the Fund’s units.

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

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

Notes For the year ended 31 December

2023 2022
Cash flows from operating activities
Profit / (loss) for the year 361 (1,967)
Adjustments for:
Unrealised (gain) / loss on FVTPL investments — net (288) 501
Realised loss on FVTPL investments — net 264 2,107
Charge for expected credit loss allowance 2 -
339 641
Net changes in operating assets and liabilities:
FVTPL investments 6,049 46,151
Investments measured at amortised cost (4,350) --
Other receivables (51) 614
Other payables 34 (3,098)
Net cash generated from operating activities 2,021 44,308
Cash flows from financing activities
Proceeds from units issued 48 127
Value of units redeemed (2,075) (44,630)
Net cash (used in) / generated from financing
activities (2,027) 22,503
Net decrease in cash and cash equivalents (6) (195)
Cash and cash equivalents at the beginning of the year 9 17 212
Cash and cash equivalents at the end of the year 9 11 17

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

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

1. THE FUND AND ITS ACTIVITIES

SNB Capital Corporate Sukuk Fund (the “Fund”) is an 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 assets of the Fund are invested in Corporate Sukuks issued by the corporates in the Kingdom of Saudi
Arabia and GCC markets. All income is reinvested in the Fund and reflected in the unit price. The Fund
started its operations on August 31, 2020.

The Fund has two classes of redeemable units — Class A and Class B. The Fund Manager charges the
Fund a management fee of 0.50% and 0.75% of the net assets value of Class A and Class B units
respectively at each valuation day. In addition, the Fund Manager has the right to collectively charge the
Fund all other expenses related to the management of the Fund, including but not limited to audit fee and
legal charges subject to limits as set out in the Fund’s terms and conditions.

2. REGULATING AUTHORITY

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

3. BASIS OF ACCOUNTING

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

4. BASIS OF MEASUREMENT AND PRESENTATION

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

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

5. EUNCTIONAL AND PRESENTATION CURRENCY

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

6. CHANGES IN THE FUND’S TERMS AND CONDITIONS

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

7



SNB CAPITAL CORPORATE SUKUK FUND
(Managed by the SNB Capital Company)

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

7.  CRITICAL ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

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

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

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

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

A number of significant judgments are also required in applying the accounting requirements for
measuring ECL allowance, such as:

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

e Determining criteria for significant increase in credit risk.

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

b)  Fair value measurement (note 15)

8. MATERIAL ACCOUNTING POLICIES

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

The material accounting policies applied in the preparation of these financial statements are set out below.
8.1 Financial assets and liabilities

Classification of financial assets

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




SNB CAPITAL CORPORATE SUKUK FUND
(Managed by the SNB Capital Company)

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

8. MATERIAL ACCOUNTING POLICIES

8.1 Financial assets and liabilities (continued)

Classification of financial assets (continued)

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

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

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

Financial assets measured at FVOCI
A financial asset is measured at FVOCI only if it meets both of the following conditions and is not
designated as measured at FVTPL.:

e it is held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets; and

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

On initial recognition of an equity investment that is not held for trading, the Fund Manager may
irrevocably elect to present subsequent changes in fair value in OCI. This election is made on an
investment-by-investment basis.

Financial assets measured at FVTPL
All financial assets not classified as measured at amortised cost or FVOCI are measured at FVTPL.

Business model assessment

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

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 — for example, whether compensation is based on the
fair value of the assets managed or the contractual cash flows collected; and

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

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




SNB CAPITAL CORPORATE SUKUK FUND
(Managed by the SNB Capital Company)

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

8. MATERIAL ACCOUNTING POLICIES (CONTINUED)

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

Business model assessment (continued)

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

Assessment whether contractual cash flows are solely payments of principal and interest / commission

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial
recognition. Interest or ‘commission’ is defined as consideration for the time value of money and for the
credit risk associated with the principal amount outstanding during a particular period of time and for
other basic lending risks and costs (for example: liquidity risk and administrative costs), as well as profit
margin.

In assessing whether the contractual cash flows are solely payments of principal and interest /

commission, 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.

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

A financial asset or financial liability is measured initially at fair value plus or minus, for an item not
measured at FVTPL, transaction costs that are directly attributable to its acquisition.

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 the statement of profit or loss in ‘realized and
unrealized gain / (loss) on FVTPL investments — net’.

10



SNB CAPITAL CORPORATE SUKUK FUND
(Managed by the SNB Capital Company)

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

8. MATERIAL ACCOUNTING POLICIES (CONTINUED)

8.1 Financial assets and liabilities (continued)
Derecognition

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

On derecognition of the financial asset, the difference between the carrying amount of the asset and the
consideration received is recognized in the statement of profit or loss.

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 gain and losses from financial instruments measured
at FVTPL and foreign exchange gains and losses.

8.2  Net assets value per unit

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

8.3 Units in issue

The Fund classifies financial instruments issued as financial liabilities or equity instruments in
accordance with the substance of the contractual terms of the instruments.

The Fund has redeemable units in issue. On liquidation of the Fund, they entitle the holders to the residual
net assets. They rank pari passu in all respects and have identical terms and conditions. The redeemable
units provide investors with the right to require redemption for cash at a value proportionate to the
investor's share in the Fund’s net assets at each redemption date as well as in the event of the Fund's
liquidation.

Redeemable units are classified as equity as these meet all of the following conditions:

o they entitle the holder to a pro rata share of the Fund's net assets in the event of the Fund's liquidation;
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;

11



SNB CAPITAL CORPORATE SUKUK FUND
(Managed by the SNB Capital Company)

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

8. MATERIAL ACCOUNTING POLICIES (CONTINUED)

8.3 Units in issue (continued)

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

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

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

8.4  Special commission income

Special commission income presented in the statement of profit or loss and other comprehensive income
comprises of commission on financial assets and financial liabilities measured at amortised cost
calculated on an effective interest / commission rate 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, the effective interest / commission rate is applied to the gross
carrying amount of the asset (when the assets is not credit impaired) or to the amortised cost of the
liability. However, for financial assets that have become credit-impaired subsequent to initial recognition,
special commission income is calculated by applying the effective interest / commission rate to the
amortised cost of the financial asset. If the asset is no longer credit-impaired, then the calculation of
special commission income reverts to the gross basis.

8.5 Management fees expense

Management fees expense is recognized in the statement of profit or loss as the related services are
performed.

8.6 New IFRS standards, interpretations and amendments thereof, adopted by the Fund

Below amendments to accounting standards, interpretations and amendments became applicable for
annual reporting periods commencing on or after 1 January 2023. The Fund manager has assessed that
the amendments have no significant impact on the Fund’s financial statements.

Standards, interpretations and amendments

Amendments to 1AS 1 and IFRS practice statement 2 — Disclosure of accounting policies

Amendments to 1AS 8 — Definition of accounting estimates

Amendments to 1AS 12 — Deferred tax related to assets and liabilities arising from a single transaction
Amendments to 1AS 12 - International tax reform — Pillar Two Model Rules

Amendments to IFRS 17 - Insurance Contracts

12



SNB CAPITAL CORPORATE SUKUK FUND
(Managed by the SNB Capital Company)

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

8. MATERIAL ACCOUNTING POLICIES (CONTINUED)

8.6 New IFRS standards, interpretations and amendments thereof, adopted by the Fund (continued)

New regulations effective during the year

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

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

During the current year, the Fund Manager has completed the registration of the Fund with ZATCA and
will be submitting information declaration in due course.

8.7 Standards, interpretations and amendments issued but not yet effective

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

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

The above standards, interpretations and amendments are not expected to have a significant impact on
the Fund’s financial statements.

9. CASH AND CASH EQUIVALENTS

This comprises of balances held with a local bank having sound credit rating.
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SNB CAPITAL CORPORATE SUKUK FUND
(Managed by the SNB Capital Company)

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

10. INVESTMENTS — NET

31 December 31 December

Notes 2023 2022

FVTPL investments i) 4,432 10,457
Investments measured at amortised cost — net ii) 4,348 --
8,780 10,457

i) FVTPL investments

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

31 December 2023 31 December 2022
Cost Fair value Cost Fair value
Other funds managed by the Fund
Manager (related parties)
Units of SNB Capital Diversified US
Dollar Fund 43 45 2,185 2,201
Units of SNB Capital International
Trade Fund 1,155 1,167 -- --
Investment in Sukuk
Corporate Sukuk — note (a) 3,154 3,220 8,412 8,256
4,352 4,432 10,597 10,457

a) Investments measured at FVTPL include investment made in Sukuk issued in the Kingdom of Saudi
Arabia and GCC markets with yields ranging from 2.25% to 8.00% (2022: 1.81% to 7.31%) per
annum and having maturities up till 11 April 2053.

ii) Investments measured at amortised cost — net
Debt investments measured at amortised cost include the following:

31 December 31 December
Notes

2023 2022
Investments in Sukuk a) 4,350 --
Less: expected credit loss allowance ) -
4,348 --

a) Investments in Sukuk carry profit rates ranging from 7.51% to 7.71% per annum with varying
maturities up till 8 December 2031.
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SNB CAPITAL CORPORATE SUKUK FUND
(Managed by the SNB Capital Company)

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

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

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

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

31 December 31 December

2023 2022

Reported net assets of the Fund 8,625 10,291
Add: Expected credit loss allowance 2 --
8,627 10,291

Less: Provision for incurred credit losses -- --
Traded net assets of the Fund 8,627 10,291
Trade net assets of the Fund (Class A) 5,487 5,263
Trade net assets of the Fund (Class B) 3,140 5,028
Number of units in issue (Class A) 530 530
Number of units in issue (Class B) 306 510
Traded net assets value per unit of the Fund (Class A) 10.3528 9.9302
Traded net assets value per unit of the Fund (Class B) 10.2614 9.8588

12. RELATED PARTY TRANSACTIONS AND BALANCES

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

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

Management fees and other expenses

The Fund is managed and administered by the Fund Manager. For these services, the Fund accrues daily,
a management fee up to 0.50% (2022: 0.50%) per annum for class A and 0.75% (2022: 0.75%) per annum
for class B of the Fund’s daily net assets value as set out in the Fund’s terms and conditions. The Fund
Manager may waive management fees to the extent of the Fund's investments in other Funds managed
by the Fund Manager. This is included in rebate income in the statement of profit or loss.

The Fund Manager is also entitled to recover expenses incurred on behalf of the Fund relating to audit,
custody, advisory, data processing and other similar charges. The maximum amount of such expenses
that can be recovered from the Fund by the Fund Manager is restricted to 0.5% (2022: 0.5%) per annum
of the Fund's net assets value at the respective valuation days. These expenses are recovered by the Fund
Manager on an actual basis.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023
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12. RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED)

Management fees and other expenses (continued)

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

Amounts of transactions Net payable balance as at
for the year ended

Name of Nature of 31 December | 31 December | 31 December | 31 December
related party | transactions 2023 2022 2023 2022
SNB Capital Management fees
Company (including value 63 182

added tax) _ 217 24

Expenses paid on 82 135

behalf of the Fund

Rebate income 8 33

13. AUDITORS’ REMUNERATION

For the year ended 31 December

2023 2022

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

14. EINANCIAL RISK MANAGEMENT

The Fund’s activities expose it to a variety of financial risks including market risks, credit 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 governance 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 the Fund’s overall business strategies, itS
tolerance of risks and its general risk management philosophy. Compliance with the limits are monitored
by the Fund Board on a quarterly basis. In instances where portfolio has diverged from limits prescribed
in the terms and conditions of the Fund, the Fund Manager is obliged to take actions to re-balance the
portfolio in line with the investment guidelines within prescribed timelines.

14.1 Market risks

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

14.1 Market risks (continued)

a)  Currency risk

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

The Fund does not have any currency risk since all the transactions are carried out in USD.

b) Commission rate risk

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

All the assets and liabilities of the Fund are non-commission bearing. Therefore, the Fund is not exposed
to commission rate risk.

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.
Other price risk arises primarily from uncertainty about the future prices of financial instruments that the
Fund holds. The Fund Manager daily monitors concentration of risk in securities and industries in line
with defined limits while closely tracking the portfolio level volatilities. As of the statement of financial
position date, the Fund has FVTPL investments 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 market value of investments measured at FVTPL by 10%,
with all other variables held constant, is as follows:

31 December 31 December
2023 2022
Effect on net assets attributable to the Unitholders +443 + 1,046

14.2 Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge its obligation and cause
the other party to incur a financial loss. The Fund Manager seeks to manage credit risk by monitoring
credit exposures, limiting transactions with specific counterparties, and continually assessing the
creditworthiness of counterparties.

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

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

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

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

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

The key inputs into the measurement of ECL allowance are 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.

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

b)  Expected credit loss allowance measurement

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

o financial assets that are not credit-impaired at the reporting date: as the present value of all cash
shortfalls (i.e. the difference between the cash flows due to the 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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14. EINANCIAL RISK MANAGEMENT (CONTINUED)

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

The table below shows financial instruments subject to impairment:
As at 31 December

2023 2022
Stage 1 Stage 2 Stage 3 Total Total
Investments measured at
amortised cost 4,350 -- -- -- 4,350
Expected credit loss allowance 2) -- -- -- )
Carrying amount 4,348 - - - 4,348

As IFRS 9 requires entities to adopt a futuristic outlook of the macroeconomic scenarios in their

estimates of risk parameters, the usage of a scenario framework for the same is imperative. The Fund
has adopted scenario weights for three scenarios — baseline, upturn and downturn in line with external

economic outlook and industry practice.

allowance across different stages.

The risk estimates derived are used along with the cashflows to arrive at the probability weighted ECL

The Fund Manager reviews credit concentration of the investment portfolio based on counterparties. The
credit quality of the financial assets is managed using the ratings from reputable credit ratings agencies.

As at 31 December, the Fund has investments measured at amortized cost with the following credit

31 December
2022

quality:
Credit ratings 31 December
2023
A- 63.09%
BBB+ 36.91%
100%

The Fund Manager also reviews the credit concentration of the investment portfolio based on
counterparties’ geographical locations. Since all the investments measured at amortised cost of the Fund
are in the Kingdom of Saudi Arabia, therefore the Fund is not exposed to credit risk related to

geographical distribution.
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14. EINANCIAL RISK MANAGEMENT (CONTINUED)

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

Investments measured at amortised cost

The following table explains the changes in the expected credit loss allowance for investments measured
at amortised cost:

Stage 1 Stage 2 Stage 3 Total
Expected credit loss allowance as at 1
January 2023 -- -- -- 0
Charge for expected credit loss allowance 2 -- -- 2
Expected credit loss allowance as at 31
December 2023 2 -- -- 2

14.3  Liquidity risk

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

The Fund’s terms and conditions provide for subscription and redemption of units on every Tuesday and
it is, therefore, exposed to the liquidity risk of not being able to meet Unitholder’s redemption requests
on these days. The Fund Manager monitors liquidity requirements by ensuring that sufficient funds are
available to meet any commitments as they arise, either through new subscriptions or liquidation of the
investment portfolio and by investing predominantly in securities that it expects to be able to liquidate
within a short period of time.

14.4  Operational risk

Operational risk is the risk of direct or indirect losses arising from a variety of causes associated with the
processes, technology and infrastructure supporting the Fund’s activities either internally or externally at
the Fund’s service provider and from external factors other than credit, 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.
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14. EINANCIAL RISK MANAGEMENT (CONTINUED)

14.4 Operational risk (continued)

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

15. FAIR VALUE MEASUREMENT

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

e 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 a market price, because this price is assessed to
be a reasonable approximation of the exit price.

If there is no quoted price in an active market, then the Fund uses valuation techniques that maximise the
use of relevant observable inputs and minimise the use of unobservable inputs. The chosen valuation
technique incorporates all of the factors that market participants would take into account in pricing a
transaction. The Fund recognizes transfer between levels of fair value at the end of the reporting year
during which the change has occurred.

The fair value hierarchy has the following levels:

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

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

o Level 3: unobservable inputs for the asset or liability.
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15. FAIR VALUE MEASUREMENT

Carrying amounts and fair value

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

As at 31 December 2023

. Fair value
Carrying
amount Level 1 Level 2 Level 3 Total
Financial assets measured at
fair value
FVTPL investments 4,432 - 4,432 - 4,432
As at 31 December 2022
. Fair value
Carrying
amount Level 1 Level 2 Level 3 Total
Financial assets measured at
fair value
FVTPL investments 10,457 - 10,457 - 10,457

The Fund has classified FVTPL investments as level 2 as per the fair value hierarchy. The Fund
determines fair value of investments in un-listed open-ended investment funds measured at FVTPL using
unadjusted net assets value and Fair value of investment in Sukuk is determined using observable input
parameters derived from comparable markets.

During the year, there has been no transfer in fair value hierarchy for any financial assets or liabilities.
For other financial assets and liabilities such as cash and cash equivalents, other receivables and other
payables, the carrying values were determined to be a reasonable approximation of fair value due to their
nature.

16. LAST VALUATION DAY

The last valuation of day for the year was 26 December 2023 (2022: 29 December 2022).

17. EVENTS AFTER THE END OF THE REPORTING PERIOD

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

18. APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were approved by the Fund Board on 15 Sha’ban 1445 H corresponding to 25
February 2024.
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