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INDEPENDENT AUDITOR'S REPORT

TO: The Unit Holders of BMK Saudi Equity Fund:
Opinion

We have audited the financial statements of BMK Saudi Equity Fund (‘the Fund") managed by Bait Al Mal Al
Khaleeji Company (the Fund Manager), which comprise the statement of financial position as of 31 December 2019,
and the statement of comprehensive income, statement of changes in net assets and statement of cash flows for the
year then ended, and notes to the financial statements from (1) to (14), which are an integral part of these financial
statements including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
BMK Saudi Equity Fund (“the Fund”) as of 31 December 2018, and its financial performance and its cash flows for
the year then ended in accordance with International Financial Reporting Standards that are endorsed in the
Kingdom of Saudi Arabia and other standards and pronouncements issued Saudi Organization for Certified Public
Accountants.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing that are endorsed in the Kingdom of
Saudi Arabia. Qur 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
professional code of conduct and ethics 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 these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

s it R v
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Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
Financial Statement of the current period. These matters were addressed in the context of our audit of the Financial
Statement as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these
matters.

Other Information Included in the Fund’s 2018 Annual Report

The management of the fund is responsible for the other information in its annual report. Other information consists
of the information included in the Fund's annual report prepared by the fund's management for the year ended
December 31, 2019, other than the financial statements and our auditor’s report thereon. The Fund's annual report is
expected to be made available to us after the date of this auditor’s report.

Our opinion on the financial statements does not cover the other information and we do not and will not express any
form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information identified
above when it becomes available and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated.

When we read the other information, if we conclude that there is 2 material misstatement therein, we are required to
communicate the matters to those charged with governance.

(B-1)2/1/20/02/08/15
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Responsibilities of Management and Those Charged with Governance for the Financial 5t
Management is responsible for the preparation and fair presentation of the financial statements in accordance with
International Financial Reporting Standards that are endorsed in the Kingdom of Saudi Arabia and the other
standards and pronouncements issued by SOCPA and the applicable provisions of the Investment Funds
Regulations issued by the Capital Market Authority, and the Fund's terms and conditions and the Information
Memorandum, and for such internal control as management 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, management Is responsible for assessing the Fund's ability to centinue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Fund or to cease operations or has no realistic
alternative but to do so.

Those charged with governance are responsible for oversesing the Fund's financial reporting process.

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 cur 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 the 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 judgment and maintain professional skepticism throughout the audit. We also:

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

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

e  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

e  Conclude on the appropriateness of management'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, we are reguired to draw attention in our auditor's report to the related disclesures 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 concerm.

(6-1)2/1/20/02/09/15



Auditor’s Responsibilities for the Audit of the Financial Statements (continue)

¢  Evaluate the overall presentation, structure, and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and evenis in a manner that

achieves fair presentation.

We communicate with those charged with governance regarding, ameng 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.

Sonart on Other loaal and B T
feport on Uther cegal ana ."—?,__,u atory Regquirements

Further, we report that, based on the information provided to us, nothing has come to our attention that causes us to
believe that the accompanying financial statements have not complied with the requirements of the applicable
provisions of the Investment Funds Regulations issued by the Capital Market Authority, and the Fund's terms and
conditions and the Information Memorandum in so far as they affect the preparation of the financial statements.

Abdulwahab Al Ageel
Certified Public Accountants
|
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27 Jumada al-awwal 1441H (January 22, 2020)
(6-1)2/1/20/02/09/15

BMK Saudi Equity Fund

Al Dammam, Saudi Arabia



BMK Saudi Equity Fund

(Managed by Bait Al Mal Al Khaleeji Company)

Statement of Financial Position
As of December 31, 2019
(Saudi Riyal)

ASSETS

Current Assets:

Cash and cash equivalent

Investments at fair value through profit or loss
Prepayments and other receivable

Total current assets

Total assets

LIABILITIES

Current Liabilities:
Management and custodian fees payable
Accrued expenses and other liabilities

Total current liabilities

Total liabilities

Net assets value attributable to unit holder
Units in issue (Unit)

Per unit value (Saudi Riyals)

Note

5&7

December 31
2019

2,376,066
29,112,843

31.488,909

31.488.909

45,825

12,791
58,616

58,616

31,430,293
1,600,644

December 31
2018

2,555,900
10,151,656
32,625

12,740,181

12,740,181

62,379
19.618

81.897

o £

__ 81.997
12,658,184
834299

15,17

The accompanying notes from (1) to (14) are an integral part of these financial statements



BMK Saudi Equity Fund

(Managed by Bait Al Mal Al Khaleeji Company)

Statement of Comprehensive income
For the year ended December 31, 2019
(Saudi Riyal)

Income:
Net gains from investments
at fair value through profit or loss

Dividend revenua
Total income

Expenses:

Management fees

Brokerage commission

Custodian fees

Profassional fees

Board of Directors’ remunerations
Other

Total expenses

Net income for the year

5& 8-1

December 31
2019

4,022,882
_327.907

4,350,788

(285,187)
(61,036)
(34,197)
(21,000)
(12,000)
(41.449)

(454.869)
3,895,920

December 31
2018

2,995,399
362,083

3,347,482

(406,603)
(73,513)
(54,235)
(35,750)
(12,000)
(53,968)

(636.069)
2711413

The accompanying notes from (1) to (14) are an integral part of these financial statements
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BMK Saudi Equity Fund
(Managed by Bait Al Mal Al Khaleeji Company)

Statement of Changes in Net Assets Attributable to Unit Holders
For the year ended December 31, 2019
(Saudi Riyal)

Net assets at beginning of year

Proceeds from units issued during the year
Payments on units redeemed during the year
Net income for the year

Net assets attributable to the unit holder at the end of the year

Net assets attributable to unit holder per unit at the end of the year

Unit transactions

The transactions in units are summarized as follows:
Units at beginning of the year

Add: Units issued
Less: Units redeemed

Net increase (decrease) in units

Units at end of the year

December 31
2019

12,658,184
27,412,000
(12,535,811)

3,895,920

31,430,293

&

834,299

1,422,766
656,421

766,345

—1.600.644

December 31
_ 2018

46,899,795

(36,953,024)
2.711.413

12,658,184

. 1517

3,372,315

(2.538.016)
(2.538.016)
__ 834299

The accompanying notes from (1) to (14) are an integral part of these financial statements




BMK Saudi Equity Fund

(Managed by Bait Al Mal Al Khaleeji Company)
Statement of Cash Flows

For the year ended December 31, 2019
(Saudi Riyal)

Cash flows from operating activities:
Net income for the year

Adjustments for non-cash item:
Unrealized (gains) from investment at

fair value through profit or loss
Dividend income distribution

Changes in operating assets and liabilities:
Investment at fair value through profit or loss
Management and custodian fees payable
Accrued payments on redeemed units
Accrued expenses and other liabilities

Cash (used in) from operating activity

Dividend distribution received
Net cash (used in) provided by operating activities

Cash flows from financing activities:
Proceeds from units issued
Payments on units redeemed

Net cash provided by (used in) financing activities
Net (decrease) in cash and cash equivalent
Cash and cash equivalent at beginning of the year

Cash and cash equivalent bank at end of the year

December 31
2019

3,895,920

(956,429)
(327,907)

(18,004,758)
(16,554)

___ (6.827)
(15,416,555)

360,532

(15.056,023)

27,412,000
12,535.811)

14,876,189
(179,834)
2,555,900

_2.376,066

December 31
2018

2,711,413

(158,920)
(352,083)

34,467,514
(378,166)
(6,666,278)
(24,897)

29,598,583

319.458

29.918.041

(36 9523,024)
(36.953.024)
(7,034,983)
9.590.883

_2.555,900

The accompanying notes from (1) to (14) are an integral part of these financial statements
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BMK Saudi Equity Fund Notes to Financial Statements- (Saudi Riyal)
(Managed by Bait Al Mal Al Khaleeji Company) For the year- ended December 31,2019

4+

GENERAL INFORMATION

BMK Saudi Equity Fund (the “Fund”) is an open-ended investment fund established under an agreement
between Bait Al Mal Al Khaleeji Company (the “Manager”) and investors in the Fund (the “Unit Holders"), The
Fund is governed by the terms and conditions of its prospectus and aims at capital growth mainly through
Investments in the equity securities of the Saudi companies during the period of the initial public offering, and
issue rights of listed companies in the Saudi Stock Exchange “Tadawul’. The Fund distributes dividends to the
Unit Holders on an annual basis. The Fund’s net income after distribution of dividends is to be reinvested in the
Fund, which affects the value and price per unit. The registered address of the Manager is Bait Al Mal Al
Khaleeji Company, P.O. Box 2177, Dammam 31413, Kingdom of Saudi Arabia.

In dealing with the Unit Holders, the Manager considers the Fund as an independent unit. Accordingly, the
Manager prepares separate financial statements for the Fund. The Fund’s books and records are also
administered by the Manager. Furthermore, the Unit Holders are considered owners of the assets of the Fund
and any income distribution is made in relation to their respective ownership share to the total number of units.

The Saudi Capital Market Authority (‘CMA”) approved the Fund on 4 Jumada Al-Awwal 1435H (corresponding
to March §, 2014). The Fund commenced its operations on May 4, 2014.

REGULATING AUTHORITY

The Fund is governed by the Investment Fund Regulations published by CMA detailing requirements for all
funds within the Kingdom of Saudi Arabia.

BASIS OF PREPARATION

3-1 Statement of Compliance
These financial statements have been prepared in accordance with International Financial Reporting
Standards ("IFRS") as issued by the International Accounting Standards Board (“IASB") as endorsed in the
Kingdom of Saudi Arabia and other standards and pronouncements issued by the Saudi Organization for
Certified Public Accountants (“IFRS as endorsed in the KSA").

3-2 Preparation of The Financial Statements

These Financial Statements have been prepared on the historical cost basis except for the following
material items in the statement of financial position.

® Investments are measured at fair value through profit and loss.

3-3 Use of Judgments and Estimates
In preparing these financial statements, management has made judgments and estimates that affect the
application of accounting policies and reported amounts of assets and liabilities, income and expense.

Actual results may differ from these estimates.

The significant judgments made by management in applying the Fund’s accounting policies and the key
sources of estimation uncertainty were the same as those described in the last annual financial statements.

FUNCTIONAL AND PRESENTATION CURRENCY

These financial statements are presented in Saudi Riyals (SAR), which is the Fund's functional and presentation
currency. All amounts have been rounded to the nearest Saudi Riyal.,




BMK Saudi Equity Fund Notes to Financial Statements- (Saudi Riyal)

(Managed by Bait Al Mal Al Khaleeji Company) For the year- ended December 31,2019

5-

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out below:

Cash and cash equivalents

Cash and cash equivalents include cash on hand, deposits held at call with banks and other short-term highly
liquid investments with original maturities of three months or less. For the cash flows purpose, banks overdraft is
deducted from cash and cash equivalents.

Accrued Expenses and Other Liabilities

Accrued expenses and other liabilities are recognized initially at fair value. Subsequently measured at amortized
cost using the effective interest rate.

Revenues

Dividend income is recognized when the Fund has the right to receive payment is established.

Net gain from financial instruments at FVTPL includes all realized and unrealized fair value changes and foreign
exchange differences (if any) but excludes interest and dividend income, and dividend expense on securities
sold short.

Net realized gain from financial instruments at FVTPL is calculated using the weighted average cost method.

Expenses

Expenses are calculated and recognized as period costs in the period in which incurred.

Zakat and income tax

Under the current system of taxation in the Kingdom of Saudi Arabia, the fund is not liable to pay any tax. Zakat
and income tax are considered to be the obligation of the unit holders and are not provided in the accompanying
financial statements.

Net assets value

The net assets value per unit disclosed in the balance sheet is calculated by dividing the net assets value of the
fund by the number of units in issue at the period -end.

Subscription and Redemption of units

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

Trade date accounting

All purchases and sales of investments are recognized on the trade date, which is the date the fund commits to
purchase or sell the asset.



BMK Saudi Equity Fund Notes to Financial Statements- (Saudi Riyal)
(Managed by Bait Al Mal Al Khaleeji Company) For the year- ended December 31,2019

5.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continue)
Financial Instruments

The fund is applying the classification and measurement requirements for financial instruments in accordance
with IFRS 9 "Financial Instruments”.

The fund is proofing its financial assets and liabilities in the statement of financial position when — and only
when- the fund becomes a party to the contractual provisions of the instruments. Purchases, sales, and
derecognition of the instruments are proof by using accounting based on trading or settlement date.

Financial Assets

When the fund acquires the financial assets, it's classified either at amortized cost, at fair value through
statements of other comprehensive income or at fair value through statements of comprehensive income
based on both the entity's business model for managing the financial assets and the contractual cash flow
characteristic of the financial assets.

- Initial Measurement of Financial Assets

The fund is measuring the financial assets — except for amounts due on trade receivable — at the initial
recognition based on the category in which these financial assets are classified. Accordingly, the financial
assets are measured at amortized cost if the fund’s aim to maintain the financial assets within a business
model whose objective is to collect contractual cash flows on specific dates, which are — only- payments of
the original amount and the interest on the outstanding original amount.

Financial asset is measured at fair value through the statement of other comprehensive income if the fund's
aim to maintain financial assets within a business model aiming to collect cash flows and selling financial
assets, arises from the contractual terms of financial assets on specific dates, cash flows considered — only-
payments of the original amount and the interest on the outstanding criginal amount.

A financial asset is measured at fair value through statement of income unless it's measured at amortized
cost or at fair value through the statement of other comprehensive income. However, the fund may
irrevocably choose on the initial recognition of certain investments in equity instruments, otherwise, it would
be measured at fair value through statement of comprehensive income to view the subsequent changes in
fair value within the statement of comprehensive income.

The transaction cost that can be attributed to purchase or issuance financial assets and liabilities (other than
financial assets and liabilities measured at fair value through statement of income) are added or deducted
from the fair value of the financial assets or liabilities, as appropriate, upon initial recognition. Transaction
cost attributable to the acquisition of financial assets or liabilities at fair value through statements of
comprehensive income is included directly in statements of other comprehensive income.

- Subsequent Measurement of Financial Assets

Subsequent to the initial recognition, the fund performs subsequent tests of financial assets either at
amortized cost or at fair value through statement of other comprehensive income or at fair value through
statement of income in accordance with the initial classification of financial assets. Differences in financial
assets valuation are recognized when preparing financial information. Accordingly, financial assets
measured at amortized cost are measured at amortized cost in effective interest method and the difference
of measurement are recognized through the statement of income as well as the derecognition of that
financial asset. As for financial assets measured at fair value are measured at fair value with recognition of
evaluation differences through statement of income, except for financial assets the fund has decided at initial
measurement to measure at fair value through statement of other comprehensive income, evaluation
differences are recognized within statement of other comprehensive income, the resulting dividend is
recognized through statement of comprehensive income.

=10 -



BMK Saudi Equity Fund Notes to Financial Statements- (Saudi Riyal)

(Managed by Bait Al Mal Al Khaleeji Company)

5-

For the year- ended December 31,2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continue)

Financial Instruments (continue)

Derecognition of Financial Asset

A financial asset is derecognized only when:

» Contractual rights to the cash flows from the asset expire, or

Transfer the rights to receive the contractual cash flows in a transaction in which substantially all the risks
and rewards of ownership of financial asset are transferred or retain the contractual rights to receive cash
flows from the financial assets with a contractual obligation to pay cash flows to one or more recipients
and transferring almost all the risks and rewards of ownership of financial asset.

Y

Transfer the rights to receive the contractual cash expenses of financial assets in which the fund neither
transfers nor retains substantially all the risks and rewards of ownership and does not retain control of the
financial asset or retain the contractual rights to receive cash flows from the financial assets with a
contractual obligation to pay cash flows to one or more recipients in which the fund neither transfers nor
retains substantially all the risks and rewards of ownership and does not retain control of the financial
asset.

!

On derecognition of a financial asset, the differences between the carrying amount of the asset (measured at
derecognition date) and the consideration received including any new asset obtained less any new liability
assumed is recaognized in the statement of comprehensive income.

The fund classifies all financial liabilities at amortized cost unless it has financial liabilities classified at fair
value through profit or loss. The fund derecognizes a financial liability (or part of it) only when its contractual
obligations are discharged or canceled or expired.

Reclassification of Financial Assets and Liabilities

If the fund reclassifies financial asset, it applies the reclassification with future effect from the date of
reclassification, and it does not amend any gain or loss (including impairment gain or loss) or interest
recognized previously, it also prevents any reclassification between categories of financial liabilities from one
category to another.

Impairment of Financial Assets

If there are any indications of an expected credit loss on financial asset measured at amortized cost or
financial asset measured at fair value through statement of other comprehensive income, credit loss is
measured within the next 12 months (if the credit risk at the reporting date on financial instrument has not
materially increased since the initial recognition) or during the full lifetime of the financial asset (if the credit
risk on financial instrtument has materially increased since initial recognition). The provision of impairment
assets measured at amortized cost is recognized in the statement of comprehensive income, and the
provision of impairment asset measured at fair value through statement of other comprehensive income is
recognized in the statement of other comprehensive income and should not be deducted from the carrying
amount of the financial asset.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continue)
Financial Instruments (continue)

Offsetting Financial Instruments

Financial assets and liabilities are offset, and net amounts are reported in the financial information when the
fund has a legally enforceable right to set off the recognized amounts and intends either to settle on a net
basis or to realize the assets and liabilities simultaneously.

- 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:

» In the principal market for the assets or liabilities, or
» The most advantageous market for assets and liabilities in the absence of a principal market.

The fair value of assets or liabilities is measured using the assumptions that market participants would use
when pricing the assets or liabilities, assuming that market participants act in their best economic interest.

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

The fund uses the last closing price in the principal market for financial assets, for the financial liabilities the
fund uses observable market inputs as far as possible when measuring the fair value. Fair values are
categorized into different levels in a fair value hierarchy based on the inputs used in the valuation techniques
as follows:

» Level 1: Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

# Level 2: Valuation techniques are based on inputs other than quoted prices included in level 1 that can be
observable for the assets and liabilities, either directly or indirectly.

# Level 3: Valuation techniques using inputs have a significant impact on the fair value that is not based on
observable inputs.

The fund recognizes transfers between levels of the fair value at the end of the reporting period during which
the change has occurred. Management believes that its estimates and assumptions are reasonable and
sufficient.

STANDARDS ISSUED BUT NOT YET EFFECTIVE

A number of amendments and standards are effective for the period beginning on or after January 01, 2020 and
earlier application is permitted, however, the fund has not early applied these new amendments and standards
in preparing these financial statements as these do not have material impact on the fund's financial statements.

INVESTMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

The composition of the investment portfolio by economic sector on December 31, 2019, 2018, are summarized
below:

As of December 31, 2019 As of December 31, 2018
Sectors Fair value % Cost Value Fair Value Fair value % Cost Value Fair Value
Financials 74% 20,772,697 21,574,485 90.2% 8,864,601 9,156,376
Consumer services 5% 1,463,118 1,584,162 - - =
Energy 10% 2,984,850 2,855,250 - - -
Materiais 11% 2,935,748 3,098,945 9.8% 1.128,135 995,280
100% 28,156,414 29,112,843 100% 9,992 736 10,151,656
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8- NET GAIN FROM INVESTMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

8-1 Below are the details of net gain on investments at fair value through profit or loss during the year ended

December 31:
December 31, December 31,
2019 2018
Realized gain, net 3,066,453 2,836,479
Unrealized gain, net 956,429 158,920
Total 4,022,882 2,995,399

8-2 Realized gain on investment at FVTPL is calculated based on the weighted average cost of securities.

9- RELATED PARTY MATTERS

The related parties of the funds inciude unit holders, fund managers and other funds managed by the fund's
manager. The fund is dealing with related parties within the normal context of the fund's activities. Transactions
with related parties are in accordance with the fund's terms and conditions.

Transactions with related parties for the period are as follow:;

Transactions December 31, 2018 December 31, 2018

Related party Nature of Relationship Nature of transaction SAR SAR

Bait Al Mal Al Khaleg;ji Fund's manager Management fees 285,187 406,603
Custody fees = 29,065

Fund Board Board of directors Fund Board fes 12,000 12,000

Elie House GCC Equity Units issued by BMK Saudi

Fund Equity Fund 27,412,000 =

The Fund pays management fees at the rate of 1.90% (1.75% previously) per annum and custodian fees at the
rate of 0.10% (0.25% previously) per annum, calculated on the Fund's net asset value at each valuation day.
Also, the Manager recovers from the Fund any other expenses incurred on behalf of the Fund including the
Board of Directors' remuneration.

In accordance with the instructions mentioned in Article 23 of the investment funds regulations, Riyad Capital
Company has been appointed as custodian of the fund starting from April 1, 2018, and custody fees are
calculated accordingly.

In the normal course of business, the Manager and its employees hold units in the Fund.

As of December 31, 2019, Elite House GCC Fund which is a fund managed by the fund manager owns
1,422,766 units in BMK Saudi Equity Fund (December 31, 2018: Nill units).

10- RISK MANAGEMENT

The Fund's activities expose it to a variety of financial risks: market risk (including currency risk, fair value, and
cash flow interest rate risks and price risk), credit risk and liquidity risk. The fund's overall risk management
program focuses on the unpredictability of financial markets and seeks to minimize potential adverse effects on
the Fund's financial performance.

10-1 Market Risk: Market risk is the risk that the fair value or the future cash flows of the financial instruments
will fluctuate due to changes in market variables such as capitalization size in market commission rates,
foreign exchange rates, and equity prices. The Fund's market risk is managed through diversification of
the investment portfolio.
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RISK MANAGEMENT (continue)

10-2 Currency risk: Currency risk is the risk that the value of a financial instrument will fluctuate due to
changes in foreign exchange rates. The fund holds assets denominated in Saudi Riyals, which is the
functional and presentation currency. Management monitors the fluctuations in currency exchange rates
and believes that the risk is hot material.

10-3 Fair value and cash flow interest rate risks: Fair value and cash flow interest rate risks are the
exposures to various risks associated with the effect of fluctuations in the prevailing interest rates on the
Fund's financial positions and cash flows. The Fund's results of operations and operating cash flows are
substantially independent of changes in market interest rates as the Fund has no Interest-bearing assets
and liabilities.

10-4 Price risk: The risk that the value of a financial instrument will fluctuate as a result of changes in market
prices, whether those changes caused by factors specific to the individual instrument or its issuer of
factors affecting all instruments traded in the market. The Fund diversifies its portfolio, to manage its price

risks arising from investments in equity securities.

The Fund’s investments are susceptible to market price risk arising from uncertainties about future prices.
The Fund's manager manages this risk through diversification of its investment portfolic in terms of

geographical distribution and industry concentration.

Sensitivity analysis: The table below sets out the effect on net assets attributable to unitholders of a
reasonably possible weakening/strengthening in the individual equity market prices of 5% at the reporting
date. The estimates are made on an individual investment basis. The apalysis assumes that all other
variables, in particular interest and foreign currency rates, remain constant.

As of December 31, 2018 As of December 31, 2018
Net gain/ (loss) on +5% 1,455,642 + 5% 507,583
investments held at
FVTEL - 5% (1,455,642) -5% (507.583)

10-5 Credit risk: Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation
and cause the other party to incur a financial loss. The Fund has no significant concentration of credit risk.
Cash is placed in a bank with a sound credit rating.

10-6 Liquidity risk: Liquidity risk is the risk that the Fund will be unable to meet its net funding requirements
for redemptions. The Fund is expased to bi-weekly cash redemptions of the units. The Fund invests all its
assets in investments that are quoted in an active market which can be easily liquidated. The manager
monitors the liquidity requirements on a regular basis and ensures that sufficient funds are available to
meet any commitments as they arise.

FAIR VALUES OF FINANCIAL INSTRUMENTS

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 assets or liabilities, or
» The most advantageous market for assets and liabilities in the absence of a principal market.

The fund uses the last closing price in the principal market for financial assets, for the financial liabilities the
fund uses observable market inputs as far as possible when measuring the fair value. Fair values are

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

> Level 1: Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

» Level 2: Valuation techniques are based on inputs other than quoted prices included in level 1 that can be
observable for the assets and liabilities, either directly or indirectly.

» Level 3: Valuation technigues using inputs have a significant impact on the fair value that are not based on
observable inputs
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11- FAIR VALUES OF FINANCIAL INSTRUMENTS (continue)

The following table shows financial instruments recognized at fair value as of December 31, 2019, and
December 31, 2018. For all other financial instruments and liabilities, the carrying value is an approximation of
fair value, including cash and cash equivalent, prepayment and other assets, management, custodian fees, and
other accruals.

As of December 31, 2019

Level 1 Level 2 Level 3 Total
Investment at FVPL 29,112,843 - - 29,112,843
Total 29,112,843 - - 29,112,843

As of December 31, 2018

Level 1 Level 2 Level 3 Total
Investment at FVPL 10,151,656 - - 10,151,656
Total 10,151,656 - - 10,151,656

12- LAST VALUATION DAY

The Fund’s units are valued on a bi-weekly basis on every Monday and Wednesday (the “valuation day”). The
value of the Fund's units is announced on the day following the valuation day (the “announcement day”).

The last valuation day of the year ended December 31, 2019, was December 31, 2019 (2018: December 31,
2018).

13- SUBSEQUENT EVENT

There were no significant post-financial position events that require disclosures or adjusting of accounts in
these financial statements.

14- DATE OF AUTHORIZATION

These financial statements were authorized for issue by the Fund Board February 13, 2020.



