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AlAhli Europe Index Fund

Fund Manager

NCB Capital Company, Saudi Arabia
Tower B, King Saud Road, P.O. Box 22216, Riyadh 11495

Tel: +966 920000232
Website: www.alahlicapital.com

Sub-Manager / Investment Adviser

AMUNDI Asset Management,
90 Boulevard Pasteur, 75015 Paris, France.

Investment Activities

The Fund targets to replicate, before expenses, the
performance of the MSCI Europe Islamic M-Series Index (Net
Total Return USD).

Performance
Fund Performance 0.37%
Benchmark Performance 0.63%

The fund underperformed the benchmark by 26 bps.

Terms & Conditions Material Changes

Updating the Fund offering documents to include: Information
Memorandum, Terms and Conditions, and Summary of Key
Information in line with the requirements of the amended
Investment Funds Regulations.

Investments in other Investment Funds

The Fund does not invest in other investment funds.
Special Commission

No special commissions received during the period.

Financial Statements
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(Managed by NCB Capital Company)

CONDENSED INTERIM FINANCIAL STATEMENTS (unaudited)
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KPMG Al Fozan & Partners Telephone +966 12 698 8595
Certified Public Accountants Fax +966 12 698 9494
Zahran Business Centre, 9th Floor internet www.kpmg.com.sa
Prince Sultan Street

PO Box 55078 License No. 46/11/323 issued 11/3/1992
Jeddah 21534

Kingdom of Saudi Arabia

Independent Auditors Repart on Review ol
Condensed Interim Financial Statements

The Unitholders
AlAhli Europe Index Fund
Jeddah, Kingdom of Saudi Arabia

Introductioh
|

We have reviewed the accompanying 30 June 2018 condensed interim financial statements of AlAhli Europe Index
Fund (the “Fund”) managed by NCB Capital Company (the “Fund Manager”) which comprises:

« the condensed statement of financial position as at 30 June 2018;
the condensed statement of comprehensive income for the six months period ended 30 June 2018;
the condensed statement of changes in equity attributable to unitholders for the six months period ended 30 June
2018;
the condensed statement of cash flows for the six months period ended 30 June 2018; and
the notes to the condensed interim financial statements.

The Fund Manager is responsible for the preparation and presentation of these condensed interim financial statements
in accordance with IAS 34, ‘interim Financial Reporting’ that is endorsed in the Kingdom of Saudi Arabia and to comply
with the applicable provisions of the Investment Funds Regulations issued by Capital Market Authority, the
Fund's terms and conditions and the Information Memorandum. Our responsibility is to express a conclusion on
these condensed interim financial statements based on our review.

Scope of review

We conducted our review in accordance with the International Standard on Review Engagements 2410, ‘Review of
Interim Financial Information Performed by the Independent Auditor of the Entity’ that is endorsed in the Kingdom of
Saudi Arabia. A review of interim financial information consists of making inquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with Intemational Standards on Auditing that are endorsed in the
Kingdom of Saudi Arabia, and consequently does not enable us to obtain assurance that we would become aware of
all significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that the accompanying 30 June 2018
condensed interim financial statements of AlAhli Europe Index Fund are not prepared, in all material respects, in
accordance with IAS 34, ‘Interim Financial Reporting’ that is endorsed in the Kingdom of Saudi Arabia.

Partners

For KPMG Al Fozan

Nasser Ahmed Al Shutairy
License No. 454

Jeddah, 27 Dhul Qadah 1438H
Corresponding to 9 August 2018

KPMG Al Fozan & Partners Certified Public Accountants, a registered
company in the Kingdom of Saudi Arabia, and a non-partner member firm
of the KPMG network of Independent firms affillated with KPMG
International Cooperative, a Swiss entity.



ALAHLI EUROPE INDEX FUND
(Managed by NCB Capital Company)

CONDENSED STATEMENT OF FINANCIAL POSITION (unaudited)

As at 30 June 2018

Expressed in US Dollars ‘000 (unless otherwise stated)

ASSETS
Cash and cash equivalents

Investments

Other receivables

Total assets

LIABILITY

Other payables

Equity attributable to Unitholders

Units in issue in thousands (number)

Equity per unit (USD)

The accompanying notes 1 to 16 form integral part
of these condensed interim financial statements

Notes

10

30 June 31 December 1 January

2018 2017 2017
807 818 227
79,735 77,243 42,584
769 672 500
81,311 78,733 43,311
879 867 223
80,432 77,866 43,088
23,242 22,584 15,434
3.4606 3.4478 2.7918
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ALAHLI EUROPE INDEX FUND
(Managed by NCB Capital Company)

CONDENSED STATEMENT OF COMPREHENSIVE INCOME (unaudited)
For the six months period ended 30 June 2018
Expressed in US Dollars “000 (unless otherwise stated)

30 June 30 June

2018 2017

Dividend income 1,508 998
Realised gain on sale of FVTPL investments 935 410
Unrealised (loss) / gain on FVTPL investments (1,998) 5,569
Total revenue 445 6,977
Management fee 118 79
Custody fee 21 8
Administrative expenses 11 9
Shariah audit fee 4 3
Professional fees 3 3
Value added tax 6 =
Fund Board remuneration 3 2
CMA fee 1 1
Total operating expenses 167 105
Profit for the period 278 6,872
Other comprehensive income for the period -- --
Total comprehensive income for the period 278 6,872

The accompanying notes 1 to 16 form integral part
of these condensed interim financial statements
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ALAHLI EUROPE INDEX FUND
(Managed by NCB Capital Company)

CONDENSED STATEMENT OF CHANGES IN EQUITY ATTRIBUTABLE TO
UNITHOLDERS (unaudited)

For the six months period ended 30 June 2018

Expressed in US Dollars ‘000 (unless otherwise stated)

30 June 30 June
2018 2017
Equity attributable to Unitholders at the
beginning of the period 77,866 43,088
Total comprehensive income for the period 278 6,872
Increase in equity from unit transactions
during the period
Proceeds from units sold 18,483 12,200
Value of units redeemed (16,195) (1,424)
2,288 10,776
Equity attributable to Unitholders at the end

of the period 80,432 60,736

The accompanying notes 1 to 16 form integral part
of these condensed interim financial statements
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ALAHLI EUROPE INDEX FUND
(Managed by NCB Capital Company)

CONDENSED STATEMENT OF CASH FLOWS
For the six months period ended 30 June 2018
Expressed in US Dollars ‘000 (unless otherwise stated)

Cash flow from operating activities
Profit for the period

Adjustment for:
Unrealised loss/(gain) on FVTPL investments

Changes in operating assets and liabilities:
FVTPL investments
Other receivables
Other payables

Net cash used in operating activities
Cash flow from financing activities

Proceeds from issuance of units
Payments on redemptions of the units

Net cash provided by financing activities

(Decrease) / increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period

The accompanying notes 1 to 16 form integral part
of these condensed interim financial statements

Note

30 June 30 June
2018 2017
278 6,872
1,998 (5,569)
2,276 1,303
(4,490) (12,037)
97) 138
12 (116)
(2,299) (10,712)
18,483 12,200
(16,195) (1,424)
2,288 10,776
(1) 64
818 227
807 291

5



ALAHLI EUROPE INDEX FUND
(Managed by NCB Capital Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six months period ended 30 June 2018 (unaudited)
Expressed in US Dollars ‘000 (unless otherwise stated)

1 THE FUND AND ITS ACTIVITIES

AlAhIi Europe Index Fund (the “Fund”) is a Shariah compliant, open-ended investment fund, managed
by NCB Capital Company (the “Fund Manager”), a subsidiary of The National Commercial Bank (the
"Bank"), for the benefit of the Fund's Unitholders. The Fund is established under article 30 of the
Investment Fund Regulations (the Regulations) issued by the Capital Market Authority (CMA).

As defined in Capital Market Authority's (CMA) Regulation No. 2-83-2005 dated 21 Jumada Awal 1426H
(28 June 2005) the Fund Manager conducts following securities’ activities:

a) Dealing;
b) Arranging;
c) Managing;
d) Advising;
e) Custody;

The Fund’s investments are held by CACEIS Bank Luxembourg, a custodian appointed by the Fund
Manager.

The Fund Manager has appointed an international investment house, Amundi - France, as sub-manager to
the Fund. Their duties include opening separate independent investment accounts and managing the Fund’s
assets in line with the investment strategies and Shariah guidelines.

The Fund invests in securities of companies listed on major European stock exchanges. Uninvested cash
balances may be held, in cash, Shariah compliant money market and Murabaha funds and/or be placed in
Murabaha transactions.

The terms and conditions of the Fund were originally approved by the Saudi Arabian Monetary Authority
(SAMA) and subsequently endorsed by CMA through its letter dated 18 Dhul Hijja 1429H (corresponding
to 16 December 2008). The Fund commenced its activities on 30 November 1994,

The Fund is governed by the Regulations issued by the CMA pursuant to resolution number 7-219-2006
dated 3 Dhul Hijja 1427H (corresponding to 24 December 2006) as amended by the Resolution No
1/61/2016 of Board of the CMA dated 16 Sha’ban 1437H (corresponding to 23 May 2016), which
provided detailed requirements for all funds within the Kingdom of Saudi Arabia.

The results for the six months period ended 30 June 2018 are not necessarily indicative of the results that
may be expected for the financial year ending 31 December 2018.




ALAHLI EUROPE INDEX FUND
(Managed by NCB Capital Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six months period ended 30 June 2018 (unaudited)
Expressed in US Dollars ‘000 (unless otherwise stated)

2. BASIS OF ACCOUNTING

These condensed interim financial statements of the Fund have been prepared in accordance with
International Financial Reporting Standards for Interim Financial Reporting (“IAS 34”) as endorsed in
the Kingdom of Saudi Arabia and to comply with the applicable provisions of the Investment Funds
Regulations issued by Capital Market Authority, the Fund’s terms and conditions and the Information
Memorandum.

For all periods up to and including the year ended 31 December 2017, the Fund prepared its financial
statements in accordance with generally accepted accounting standards in the Kingdom of Saudi Arabia
promulgated by Saudi Organisation for Certified Public Accountants (SOCPA) (“previous GAAP™). The
condensed interim financial statements for the six months period ended 30 June 2018 are the first
condensed interim financial statements of the Fund prepared in accordance with IFRS and IFRS 1 First-
time Adoption of International Financial Reporting Standards has been applied.

An explanation of how the transition to IFRSs has affected the reported financial position, financial
performance and cash flows of the Fund is provided in note 13.

3. BASIS OF MEASUREMENT

The condensed interim financial statements have been prepared on a historical cost convention using
accrual basis of accounting and going concern concept except for investments measured at fair value
through profit or loss (“FVTPL”) (2017: investments held for trading) 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 condensed statement of financial position. Instead,
assets and liabilities are presented in order of their liquidity.

4.  EUNCTIONAL AND PRESENTATION CURRENCY

Items included in the condensed interim financial statements are measured using the currency of the
primary economic environment in which the Fund operates (the “functional currency”). These condensed
interim financial statements are presented in United States Dollar (“USD”) which is the Fund’s functional
and presentation currency.

5. CHANGES IN FUND’S TERMS AND CONDITIONS

During the period ended 30 June 2018, the Fund Manager updated fund document in compliance with
the updated Investment Funds Regulations.

The changes was notified to CMA through a letter dated 26 March 2018 and was notified by the Fund
manager to the unitholders through a letter dated 26 March 2018. The revised terms and conditions
became effective from 26 March 2018.




ALAHLI EUROPE INDEX FUND
(Managed by NCB Capital Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six months period ended 30 June 2018 (unaudited)
Expressed in US Dollars ‘000 (unless otherwise stated)

6. CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS

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

a)  Judgments

Information about judgment made in applying accounting policies that have most significant effects on
the amounts recognized in the condensed interim financial statements is included in the note 4 —
determination of functional currency.

b)  Fair value estimation

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

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

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

The fair value hierarchy has the following levels:

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

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

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

The Fund has classified the fair value hierarchy of FVTPL investments as Level 1.




ALAHLI EUROPE INDEX FUND
(Managed by NCB Capital Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six months period ended 30 June 2018 (unaudited)
Expressed in US Dollars ‘000 (unless otherwise stated)

7.  SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these condensed interim financial
statements are set out below. These policies have been consistently applied to all the periods presented,
unless otherwise stated. Where policies are applicable only after or before 1 January 2018, those policies
have been particularly specified.

7.1 Cash and cash equivalents

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

7.2 Receivables

Receivables are initially recognised when they are originated. Receivables without a significant financing
component is initially measured at the transaction price and subsequently at their amortised cost using
effective commission rate method. Loss allowance for receivables is always measured at an amount equal
to lifetime expected credit losses. Receivables without a significant financing component is initially
measured at the transaction price.

7.3 Financial Instrument
Financial instrument comprise financial assets and financial liabilities.

Financial assets consist of cash and cash equivalents, investments measured at fair value through profit
or loss, and other receivable. Financial liabilities consists of other payables.

7.3.1 Policy under previous GAAP

The accounting guidance in respect of the initial recognition of financial assets and liabilities is consistent
between previous GAAP and IFRS 9. This is as follows:

a) Initial recognition and measurement

Financial assets and financial liabilities are recognised when the entity becomes a party to the contractual
provisions of the instrument. The Fund records investments in Murabaha and Sukuk on a ‘settlement
date’ basis and investments in equity instruments and mutual funds on a ‘trade day’ basis.

At initial recognition, the Fund measures a financial asset or financial liability at its fair value plus or
minus, in the case of a financial asset or financial liability not at fair value through profit or loss,
transaction costs that are incremental and directly attributable to the acquisition or issue of the financial
asset or financial liability, such as fees and commissions. Transaction costs of financial assets and
financial liabilities carried at fair value through profit or loss are expensed in the condensed statement of
comprehensive income.

b)  Classification
For financial periods ended 31 December 2017, the Fund classified financial assets as follows:

Held for trading
Investments classified as held for trading, are acquired principally for the purpose of selling or

repurchasing in the short term. Securities which are held for trading are subsequently measured at fair
value and any gain or loss arising from a change in fair value is included in the condensed statement of
comprehensive income in the period in which it arises. After initial recognition, investments are measured
at fair value and any change in the fair value is recognized in the condensed statement of comprehensive
income for the period in which it arises.




ALAHLI EUROPE INDEX FUND
(Managed by NCB Capital Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six months period ended 30 June 2018 (unaudited)
Expressed in US Dollars ‘000 (unless otherwise stated)

7. SIGNIFICANT ACCOUNTING POLICIES (continued)

7.3 Financial Instrument (continued)
7.3.2 Accounting policies under IFRS 9

The Fund has adopted IFRS 9 ‘Financial Instruments’ as issued by the International Accounting
Standards Board (IASB) in July 2014 with a date of transition of 1 January 2018, which resulted in
changes in accounting policies and adjustments to the amounts previously recognised in the condensed
interim financial statements.

As permitted by the transitional provisions of IFRS 9 and IFRS 1 (Note 13 (a)), the Fund elected not to

restate comparative figures. Any adjustments to the carrying amounts of financial assets and liabilities at
the date of transition were recognised in the opening retained earnings of the current period.

a) Classification of financial assets
The Fund classifies its financial assets as Fair value through profit or loss (FVTPL)
The classification requirements for equity instruments are described below:

Equity instruments

Equity instruments are instruments that meet the definition of equity from the issuer’s perspective; that
is, instruments that do not contain a contractual obligation to pay and that evidence a residual interest in
the issuer’s equity.

The Fund subsequently measures all equity investments at fair value through profit or loss, except where
the Fund Manager has elected, at initial recognition, to irrevocably designate an equity investment at fair
value through other comprehensive income. When this election is used, fair value gains and losses are
recognised in OCI and are not subsequently reclassified to the condensed statement of comprehensive
income, including on disposal. Impairment losses (and reversal of impairment losses) are not reported
separately from other changes in fair value. Dividends, when representing a return on such investments,
continue to be recognised in the condensed statement of comprehensive income when the Fund’s right to
receive payments is established.

Investments carried at fair value through profit and loss (FVTPL)

Investments in this category are classified as FVTPL on initial recognition. An investment may be
designated as FVTPL by the management if it eliminates or significantly reduces a measurement or
recognition inconsistency (sometimes referred to as “an accounting mismatch”) that would otherwise
arise from measuring assets or liabilities or recognizing the gains and losses on different bases; or a group
of financial assets, financial liabilities or both is managed and its performance is evaluated on a fair value
basis, in accordance with a documented risk management or investment strategy, and information about
the group is provided internally on that basis to the Fund’s key management personnel.
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ALAHLI EUROPE INDEX FUND
(Managed by NCB Capital Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six months period ended 30 June 2018 (unaudited)
Expressed in US Dollars ‘000 (unless otherwise stated)

7. SIGNIFICANT ACCOUNTING POLICIES (continued)

7.3 Financial Instrument (continued)

7.3.2 Accounting policies under IFRS 9 (continued)

a)  Classification of financial assets (continued)

The changes in measurement category and the carrying amount of financial assets in accordance with

previous accounting policies under previous GAAP and IFRS 9 as at 1 January 2018 are compared as
follows:

Previous GAAP IFRS 9
Measurement Carrying Measurement  Carrying
category amount category amount
Financial assets
Investments FVTPL (Held for trading) 77,243 FVTPL 77,243

Other than, the financial assets mentioned in the above table, there was no change in the financial assets.
There were no changes to the classification and measurement of financial liabilities.

b)  Reconciliation of statement of financial position balances from previous GAAP to IFRS 9

The Fund performed a detailed analysis of its business models for managing financial assets and analysis
of their cash flow characteristics. Please refer to Note 7.3.2 (a) for more detailed information regarding
the new classification requirements of IFRS 9.

The following table reconciles the carrying amounts of financial assets, from their previous classification
and measurement category in accordance with previous GAAP to their new measurement categories upon
transition to IFRS 9 on 1 January 2018. There were no changes to the classification and measurement of
financial liabilities.

Previous
GAAP IFRS 9
carrying carrying
amount 31 amount
December 1 January
2017 Reclassifications Remeasurements 2018

Held for trading investments

Held for trading investments (HFT) 77,243 (77,243) - -
Investments measured at FVTPL - 77,243 - 77,243

11



ALAHLI EUROPE INDEX FUND
(Managed by NCB Capital Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six months period ended 30 June 2018 (unaudited)
Expressed in US Dollars ‘000 (unless otherwise stated)

7. SIGNIFICANT ACCOUNTING POLICIES (continued)

7.4  Derecognition

Financial assets, or a portion thereof, are derecognised when the contractual rights to receive the cash
flows from the assets have expired, or when they have been transferred and either (i) the Fund transfers
substantially all the risks and rewards of ownership, or (ii) the Fund neither transfers nor retains
substantially all the risks and rewards of ownership and the Fund has not retained control. On
derecognition of a financial assets the difference between the carrying amount of the asset and the
consideration received is recognized in the condensed statement of comprehensive income.

7.5 Financial liabilities

The Fund classifies its financial liabilities at amortised cost unless it has designated liabilities at FVTPL.
The Fund derecognises a financial liability when its contractual obligations are discharged or cancelled,
or expire.

7.6 Offsetting

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

7.7 Accrued expenses and other payables

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

7.8 Provisions

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

7.9 Equity per unit

The Fund is open for subscriptions / redemptions of units on every Saudi and US Business day (Monday
to Thursday). The equity of the Fund is determined on each Valuation day (Monday to Friday). The equity
per unit is calculated by dividing the equity attributable to unitholders included in the condensed
statement of financial position by the number of units outstanding at the period end.

7.10 Taxation / zakat

Taxation/zakat is the obligation of the Unitholders and therefore, no provision for such liability is made
in these condensed interim financial statements.
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ALAHLI EUROPE INDEX FUND
(Managed by NCB Capital Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six months period ended 30 June 2018 (unaudited)
Expressed in US Dollars ‘000 (unless otherwise stated)

7. SIGNIFICANT ACCOUNTING POLICIES (continued)

7.11 Income recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Fund
and the revenue can be reliably measured, regardless of when payment is being made. Revenue is
measured at the fair value of the consideration received, excluding discounts, taxes and rebates.

Realized gains and losses on investments sold are determined on an average cost basis. Dividend income
is recognized in the condensed statement of comprehensive income on the date on which the right to
receive the dividend is established. Increases or decreases in the difference between the cost and market
value of the Fund’s portfolio of investments are recognized as change in fair value of investments in the
condensed statement of comprehensive income.

7.11.1Under IFRS 15, w.e.f. 1 January 2018

IFRS 15 outlines a single comprehensive model of accounting for revenue arising from contracts with
customers and supersedes current revenue guidance, which is found currently across several Standards
and Interpretations within IFRSs. The implementation of IFRS 15 has not resulted in any change in
accounting policy for the Fund.

8. CASH AND CASH EQUIVALENTS

Cash and cash equivalents primarily represent cash held in current accounts with banks.

9. INVESTMENTS

INVESTMENTS MEASURED AT FAIR VALUE THROUGH PROFIT OR LOSS /
HELD FOR TRADING INVESTMENTS

The composition of investments measured at fair value through profit or loss by currency is
summarized below:

30 June 2018
% of Total
Currency Country investments Cost Fair Value
Euro France, Germany,
Netherlands, Spain,

Pound Sterling United Kingdom, Chile,

Jersey, Jordan, Mexico,

Netherlands, South

Africa, Switzerland and

United States 27.49 20,101 21,916
Swiss Franc Switzerland 19.26 15,484 15,358
Swedish Krona Sweden 3.78 2,698 3,017
Danish Krone Denmark 3.89 2,999 3,103
Norwegian Krone Norway 1.59 1,109 1,268

100 73,448 79,735
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ALAHLI EUROPE INDEX FUND
(Managed by NCB Capital Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six months period ended 30 June 2018 (unaudited)
Expressed in US Dollars ‘000 (unless otherwise stated)

9.

INVESTMENTS (continued)
INVESTMENTS MEASURED AT FAIR VALUE THROUGH PROFIT OR LOSS /
HELD FOR TRADING INVESTMENTS (continued)
31 December 2017
% of Total
Currency Country investments Cost Fair Value
Euro France, Germany,
Netherlands, Spain,
Pound Sterling United Kingdom, Chile,
Jersey, Jordan, Mexico,
Netherlands, South
Africa, Switzerland and
United States 25.31 18,161 19,550
Swiss Franc Switzerland 20.73 14,580 16,015
Swedish Krona Sweden 4.23 3,217 3,268
Danish Krone Denmark 431 2,925 3,333
Norwegian Krone Norway 1.53 1,034 1,182
100 68,965 77,243
1 January 2017
% of Total
Currency Country investments Cost Fair Value
Euro United Kingdom, France,
Germany, Netherlands,
Spain, Belgium, Finland,
Ireland, Italy and
Luxembourg 39.25 16,463 16,715
Pound Sterling United Kingdom, Chile,
Jersey, Jordan, Mexico,
Netherlands, South
Africa, Switzerland and
United States 29.91 13,878 12,738
Swiss Franc Switzerland 21.37 9,445 9,099
Swedish Krona Sweden 4,34 2,128 1,850
Danish Krone Denmark 3.66 1,784 1,560
Norwegian Krone  Norway 1.47 638 622
100 44,336 42 584
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ALAHLI EUROPE INDEX FUND
(Managed by NCB Capital Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six months period ended 30 June 2018 (unaudited)
Expressed in US Dollars ‘000 (unless otherwise stated)

9. INVESTMENTS (continued)

INVESTMENTS MEASURED AT FAIR VALUE THROUGH PROFIT OR LOSS /
HELD FOR TRADING INVESTMENTS (continued)

The composition of investments measured at fair value through profit or loss by industry sector is
summarized below:

30 June 2018
% of Total

Industry Sector Investments Cost Fair Value
Healthcare 25.53 20,849 20,360
Consumer Goods 24.66 18,331 19,662
Energy 14.72 9,692 11,737
Industrials 12.84 9,370 10,239
Information Technology 10.81 6,953 8,621
Basic Materials 10.64 7,656 8,484
Utilities 0.45 298 360
Financial Services 0.19 150 154
Telecommunication 0.16 149 118

100 73,448 79,735

31 December 2017

% of Total

Industry Sector Value Cost Fair Value
Healthcare 33.49 24,502 25,865
Consumer Goods 23.79 15,250 18,378
Energy 14.02 9,403 10,833
Information Technology 7.31 4,748 5,650
Basic Materials 6.23 4,130 4,813
Industrials 5.27 3,646 4,068
Retail 2.78 2,133 2,147
Transportation 1.98 1,206 1,530
Financial Services 1.86 1,300 1,438
Telecommunication 1.22 1,134 941
Real Estate 0.27 214 204
Others 1.78 1,299 1,376

100 68,965 77,243
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ALAHLI EUROPE INDEX FUND
(Managed by NCB Capital Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six months period ended 30 June 2018 (unaudited)

Expressed in US Dollars ‘000 (unless otherwise stated)

9. INVESTMENTS (continued)

INVESTMENTS MEASURED AT FAIR VALUE THROUGH PROFIT OR LOSS /

HELD FOR TRADING INVESTMENTS (continued)

Industry Sector

Consumer Goods

Healthcare

Energy

Industrials

Basic Materials

Information Technology
Telecommunication Services
Utilities

Financials

Others

10. UNIT TRANSACTIONS

Transactions in units are summarized as follows:

Units at the beginning of the period
Units sold

Units redeemed

Net increase in units during the period

Units at the end of the period

1 January 2017
% of Total
Value Cost Fair Value
26.93 11,806 11,467
25.56 12,205 10,883
13.90 5,708 5,920
13.22 5,838 5,631
9.52 4,049 4,055
7.41 3,038 3,156
3.05 1,533 1,296
0.16 67 70
0.10 38 43
0.15 54 63
100 44,336 42,584
For the six- For the six-

months period
ended 30 June

months period
ended 30 June

2018 2017

Units’ 000 Units’ 000
22,584 15,434
5,370 4,104
(4,712 (490)
658 3,614
23,242 19,048

As at 30 June 2018, top five Unitholders represented of 66.79% (30 June 2017: 78.09%) of the Fund’s

units.
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ALAHLI EUROPE INDEX FUND
(Managed by NCB Capital Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six months period ended 30 June 2018 (unaudited)
Expressed in US Dollars ‘000 (unless otherwise stated)

11. RELATED PARTY TRANSACTIONS AND BALANCES

Parties are considered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial or operational decisions.

Name of entity Relationship

NCB Capital Company Fund Manager
National Commercial Bank (NCB) Shareholder of Fund Manager
AlAhli Takaful Company Unitholder

AlAhIli Multi Asset Conservative Fund Unitholder

AlAhli Multi Asset Moderate Fund Unitholder

AlAhIi Multi Asset Growth Fund Unitholder

AlAhli Global Equity Fund Unitholder

Management fee and other expenses

The Fund is managed and administered by the Fund Manager. For these services, the Fund accrues, daily
a management fee, as determined by the Fund Manager, which should not be more than the maximum
annual rate of 0.3% p.a. of the Fund's daily equity as set out in the Fund’s terms and conditions.

The Fund Manager is also entitled to recover expenses incurred on behalf of the Fund relating to audit,
custody, advisory, data processing and other similar charges. The maximum amount of such expenses
that can be recovered from the Fund by the Fund Manager is restricted to 0.5% per annum of the Fund's
equity at the respective valuation days. These expenses have been recovered by the Fund Manager on an
actual basis.
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ALAHLI EUROPE INDEX FUND
(Managed by NCB Capital Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

For the six months period ended 30 June 2018 (unaudited)

Expressed in US Dollars ‘000 (unless otherwise stated)

11. RELATED PARTY TRANSACTIONS AND BALANCES (continued)

Transactions with related parties

During the period, the Fund entered into the following transactions with related parties in the ordinary
course of business. These transactions were carried out on the basis of approved terms and conditions of
the Fund. All related party transactions are approved by the Fund Board.

Related party

Nature of
transaction

NCBC

AlAhIi Multi
Asset
Conservative
Fund

AlAhli Multi
Asset Moderate
Fund

AlAhli Multi
Asset Growth
Fund

AlAnhli Global
Equity Fund

AlAhIli Takaful
Company

Management fee

Expenses paid on
behalf of the fund

Subscription of units

Redemption of units

Subscription of units

Redemption of units

Subscription of units

Redemption of units

Subscription of units

Redemption of units

Subscription of units

Redemption of units

Amount of transactions

Value of units held

30 June 31 December
2018 2017 2018 2017
118 79
49 26 -- -
723 1,059
1,332 - 9,664 11,676
403 877
843 -- 12,792 14,199
711 1,070
632 -- 11,434 11,068
225 111
132 136 1,809 1,475
145 9
14 - 4,375 2,650
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ALAHLI EUROPE INDEX FUND
(Managed by NCB Capital Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six months period ended 30 June 2018 (unaudited)
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12. EINANCIAL RISK MANAGEMENT

12.1 Financial risk factors

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

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

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

12.1.2Market risk
a)  Foreign exchange risk

Foreign exchange risk is the risk that the value of future cash flows of a financial instrument will fluctuate
due to changes in foreign exchange rates and arises from financial instruments denominated in foreign
currency. The Fund views the United States Dollar as its functional currency.

The Fund's financial assets and liabilities are denominated in currencies other than its functional currency.
Accordingly, the value of the Fund's assets may be affected favorably or unfavorably by fluctuations in
currency rates.

The analysis calculates the effect of a reasonably possible movement of the U.S. Dollar against the
underlying currencies of the investment portfolio with all other variables held constant, on the statement
of operations due to the fair value of currency sensitive assets.

Change in 30 June 31 December 1 January

market rates 2018 2017 2017
Euro +10% * 3,507 + 3,390 +1,671
Pound Sterling +10 % +2,192 + 1,955 +1,274
Swiss Franc +10 % + 1,536 + 1,601 + 910
Swedish Krona +10% + 302 + 327 + 185
Danish Krone +10 % + 310 +333 + 156
Norwegian Krone +10 % + 127 +118 + 62

b)  Pricerisk

Price risk is the risk that the value of the Fund’s financial instruments will fluctuate as a result of changes
in market prices caused by factors other than foreign currency and commission rate movements. The price
risk arises primarily from uncertainty about the future prices of financial instruments that the Fund holds.
The Fund closely monitors the price movement of its investments in financial instruments. As of the
statement of financial position date, the Fund has investments in equities.
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12.  EINANCIAL RISK MANAGEMENT (continued)

12.1 Financial risk factors (continued)
12.1.2Market risk (continued)
b)  Price risk (continued)

The effect on the equity (as a result of the change in the fair value of investments) due to a reasonably
possible change in equity of the investments, with all other variables held constants is as follows:

30 June 2018 31 December 2017 1 January 2017
Effect on equity +10% £7,974 +10% 7,724 +10%  +4,258

12.1.3Credit 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 Manager seeks to manage credit risk by monitoring
credit exposures, limiting transactions with specific counterparties, and continually assessing the
creditworthiness of counterparties. As at the condensed statement of financial position date, the Fund’s
maximum exposure to credit risk is represented by the carrying amount of cash and cash equivalents,
which represent cash at bank with a local Bank having sound credit rating, and other receivable.

12.1.4Liquidity risk

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

The Fund’s terms and conditions provide for subscription and redemption of units on every Saudi
business day and it is, therefore, exposed to the liquidity risk of meeting unitholder redemptions on these
days. The Fund Manager monitors liquidity requirements by ensuring that sufficient funds are available
to meet any commitments as they arise, either through new subscriptions, liquidation of the investment
portfolio or by taking short term loans from the Fund Manager.

The Fund manages its liquidity risk by investing predominantly in securities that it expects to be able to
liquidate within short period of time.

12.1.50perational risk

Operational risk is the risk of direct or indirect loss 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 to balance limiting of financial losses and damage to
its reputation with achieving its investment objective of generating returns to unitholders.
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13. EIRST-TIME ADOPTION OF IFRS

As stated in note 2, these are Fund’s first condensed interim financial statements prepared in accordance
with IAS 34 as endorsed in Kingdom of Saudi Arabia.

The accounting policies set out in Note 7 have been applied in preparing these condensed interim financial
statements. In preparing these condensed interim financial statements, the Fund’s opening statement of
financial position was prepared as at 1 January 2017, being the (Fund’s date of transition to IFRS).

In preparing its opening IFRS statement of financial statements, in accordance with IFRS, the Fund has
adjusted amounts previously reported in the financial statements prepared in accordance with previous
GAAP. An explanation of how the transition from previous GAAP to IFRS has affected the Fund’s
financial position and financial performance is set out in the following notes.

a) Exemptions applied

IFRS 1 ‘First-time Adoption of International Financial Reporting Standards’ allows first-time adopters
certain exemptions from the retrospective application of certain requirements under IFRS. Whereas, for
the prior period information, the Fund has opted for the exemption to apply IFRS 9 and IFRS 15
retrospectively; therefore, the comparative information has been presented under the previous GAAP as
required by IFRS 1.

The Fund has adopted IFRS 9 as issued by International Accounting Standards Board in July 2014 with
a date of transition of 1 January 2018, which resulted in adjustments to the amounts previously recognised
in the condensed interim financial statements.

As permitted by the transitional provisions of IFRS 9, the Fund elected not to restate comparative figures.
Any adjustments to the carrying amounts of financial assets and financial liabilities at the date of
transition were recognised in the opening retained earnings (1 January 2018) and other reserves of current
period. Accordingly, the information presented in comparative periods reflect the requirements under
previous GAAP and therefore is not comparable to the information presented under the requirements of
IFRS 9 for the six months period ended 30 June 2018. Consequently, for notes disclosures, the
consequential amendments to IFRS 7 disclosures have also only been applied to the current period.

The following assessment have been made on the basis of the facts and circumstances that existed at the
date of transition to IFRS 9:

e Determination of the business model within which a financial asset is held;
¢ Designation and revocation of previous designations of certain financial assets at FVTPL.

Estimates

The estimates at 1 January 2017 and at 31 December 2017 are consistent with those made for the same
dates in accordance with previous GAAP.
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13. FEIRST-TIME ADOPTION OF IERS (continued)

a) Exemptions applied (continued)

Effects of transition to IFRS

The transition from previous previous GAAP i.e. generally accepted accounting standards in the Kingdom
of Saudi Arabia as issued by SOCPA to IFRSs has no significant impact on the Fund’s condensed
statement of financial position, comprehensive income, changes in equity attributable to Unitholders and
cash flows.

14. STANDARDS ISSUED BUT NOT YET EFFECTIVE

Following are the new standards and amendments to standards are effective for annual periods beginning
after 1 January 2019 and earlier application is permitted; however, the Fund has not early adopted them
in preparing these condensed interim financial statements.

(@) IFRS 16 Leases

IFRS 16 introduces a single, on-balance sheet lease accounting model for lessees. A lessee recognises a
right-of-use asset representing its right to use the underlying asset and a lease liability representing its
obligation to make lease payments. There are optional exemptions for short-term leases and leases of low
value items. Lessor accounting remains similar to the current standard — i.e. lessors continue to classify
leases as finance or operating leases.

IFRS 16 replaces existing leases guidance including ‘1AS 17 — Leases’, ‘IFRIC 4 — Determining whether
an Arrangement contains a Lease’, ‘SIC-15 - Operating Leases — Incentives’ and ‘SIC 27 - Evaluating
the Substance of Transactions Involving the Legal Form of a Lease’. The standard is effective for annual
periods beginning on or after 1 January 2019. Early adoption is permitted for entities that apply IFRS 15
Revenue from Contracts with Customers at or before the date of initial application of IFRS 16.

Determining whether an arrangement contains a lease
On transition to IFRS 16, the Fund can choose whether to:

- Apply the IFRS 16 definition of a lease to all its contracts; or
- Apply a practical expedient and not reassess whether a contract is, or contains, a lease.

Transition
As a lessee, the Fund can either apply the standard using a:

- Retrospective approach; or
- Modified retrospective approach with optional practical expedients.

The lessee applies the election consistently to all of its leases. The Fund currently plans to apply IFRS 16
initially on 1 January 2019. The Fund has not yet determined which transition approach to apply. As a
lessor, the Fund is not required to make any adjustments for leases in which it is a lessor except where it
is an intermediate lessor in a sub-lease.
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14.

(b)

(©)

STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

Annual Improvements to IFRSs 2015-2017 Cycle

IFRS 3 Business Combinations and IFRS 11 Joint Arrangements — clarifies how a company
accounts for increasing its interest in a joint operation that meets the definition of a business.

If a party maintains (or obtains) joint control, then the previously held interest is not remeasured.
If a party obtains control, then the transaction is a business combination achieved in stages and the
acquiring party remeasures the previously held interest at fair value.

IAS 12 Income Taxes — clarifies that all income tax consequences of dividends (including payments
on financial instruments classified as equity) are recognised consistently with the transactions that
generated the distributable profits i.e. in profit or loss, other comprehensive income or equity.

IAS 23 Borrowing Costs — clarifies that the general borrowings pool used to calculate eligible
borrowing costs excludes only borrowings that specifically finance qualifying assets that are still
under development or construction. Borrowings that were intended to specifically finance
qualifying assets that are now ready for their intended use or sale — or any non-qualifying assets —
are included in that general pool. As the costs of retrospective application might outweigh the
benefits, the changes are applied prospectively to borrowing costs incurred on or after the date an
entity adopts the amendments.

Other Amendments

The following new or amended standards which are not yet effective and neither expected to have a
significant impact on the Fund’s condensed interim financial statements.

15.

IFRIC 23 Uncertainty over Income Tax Treatments — clarifies the accounting for income tax
treatments that have yet to be accepted by tax authorities.

Prepayment Features with Negative Compensation (Amendments to IFRS 9).

Long-term Interests in Associates and Joint Ventures (Amendments to IAS 28).

Plan Amendments, Curtailment or Settlement (Amendments to 1AS 19).

LAST VALUATION DAY

The last valuation day of the period was 29 June 2018 (30 June 2017: 30 June 2017). There is no
significant change in the equity per unit of the Fund between last valuation and 30 June 2018.

16.

APPROVAL OF THE CONDENSED INTERIM FINANCIAL STATEMENTS

These condensed interim financial statements were approved by the Fund Manager on 27 Dhul Qadah
1439H, corresponding to 9 August 2018.
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