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AlAhli Fund of REITs Fund

Investment Fund Information

Investment Objective

AlAhli Fund of REITs Fund aims to distribute income to Unitholders
through investing mainly in real estate investment traded funds

(REITs).

Investment Policies

The fund invests primarily in units of Real Estate Investment Traded
Funds (REITs) including REITs IPQ’s, units of open or closed end
income generating real estate funds and in funds investing in listed

real estate companies.

Distribution of Income & Gain Policy

Dividends are distributed to the unitholders twice a year, within

five working days from the end of June and December.
- The fund’s reports are available upon request free of charge.
Fund Performance

Fund performance since its launch:
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Year 2018 L)
AUM* 18,974,402 *Jge o3 Lo
NAV per Unit* 0.79 *adog SO Jso¥) dad S
Highest Price* 0.99 *admg p ol
Lowest Price* 0.80 kg e JO1
Number of Units 23,957,744 Sldgll sus
Ln:i:me Distribution per 0.041 iy IS) 2gg0) C‘*ﬂ‘
Fees & Expense Ratio 1.98% by paally agu ) dws Jlor)
*In Saudi Riyal @ogndl JL ¥
Total return compared to the benchmark: s phgely Bylie Gguaal] Jlaz Y1 )
Period 1Year- iw 8 )
Total Return % -17.84 Y% Gsunall Lile
Benchmark % -13.24 Yo isiadl Kl
Annual total return for the fund since its launch: Mb) o Bgubal] (g gt Jlor Y LN
Year 2018 L)
Return % -17.84 Y% o
Benchmark % -13.24 Yo a0l
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Actual fees and fund expenses paid by the investment fund during
the year as a percentage of average Net Asset Value:
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Fees and Expenses SAR 000 % g paolly g i
Management Fee 97 0.5 Y psey
VAT on Management Fee 5 0.03 Y ey o BiLall il iy,
Audit Fee Expense 27 0.14 Bgaall Sl Gaml s
Fund Administration 6 0.04 AP Slkasll
CMA Fees 3 0.04 U Gyl ea
Tadawul Fees 5 0.03 Jos
Custody Fees 181 0.95 Lokl psu,
Shariah Audit Fee Expense 29 0.15 T80 dnsl U
Fund Board Fee Expense 19 0.1 Bsdiall i) 2
et s e 08 036 esssssmim sy Jiod i
Total Fees and Expenses 445 2.34 Cigylaally g J1 ¢ gores

Material Changes

The local real estate market was weak during 2018. The total value
of real estate transactions dropped 37% as commercial transactions
value declined by 46% whereas residential transactions value
dropped by 32%. Occupancy rates and average rentals in major
Saudi cities declined in 2018.

Exercising of voting rights
No voting rights were exercised during the year.

Fund Board Annual Report

The Board of Directors consists of the following members, who

were appointed by the fund manager and approved by the Capital
Market Authority:
Mohammed Al-Ali
Mohammed Saqaf

Chairman

non-independent member

Dr. Abdulrauof Banajah independent member
Alaaeldden Sami independent member

The Fund's Board of Directors held two meetings during 2018. The
following is a summary of the key decisions approved and the
matters discussed by the Fund’s Board of Directors:

- Fund’s objectives achievement and performance review: fund
reported performance of -17.84% while the benchmark was -
13.24%.

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

- Ensuring fund’s compliance to all applicable rules and regulations.
- Appointing of AlBilad Investment Company as custodian.

- Approving the periodic income distributions to the unitholders.
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Fund Manager Gyl pus
NCB Capital Company, Saudi Arabia Bpsgnnd) dpall ALl W sV aSs
Tower B, King Saud Road, P.O. Box 22216, Riyadh 11495 11495 2L 22216 0. o eopnm Sl 3k o
Tel: +966 920000232 +966 920000232 :ista
Website: www.alahlicapital.com www.alahlicapital.com : x5l
Sub-Manager / Investment Adviser St oyl i/ 5 (b s Gadiall pute
None dorgy Y
Investment Activities slotzw! Al

During 2018, the fund have seen investment activities to benefit Tl o Bl dp Lz 2zl Jam Gpinall ag 0 2018 ple I3t

from the listing of several REIT funds in the Saudi Stock Exchange. gl &I Band) (3 Aol g liall LtV gslis oy dydal)
Performance 13Y) 5
Fund Performance -17.84 % % -17.84 st glaf
Benchmark Performance -13.24 % % _13.24 JETRTN
The fund underperformed the benchmark by 460 bps. el 3s 460 Glay e gl ool e Gpiall ool i
Terms & Conditions Material Changes gl alSly by ot B i i

- Updating the fund offering documents to include: Information Byt (bl 5550 ) o) fate) Gpieall Sliits Load -

Memorandum, Terms and Conditions, and Summary of Key Gplio Y olllz Lt ellsy sl olaslall asley (LS4
A ez

cGdnall Lis alS AW SO Jlezae™ S S e —

Information in line with the requirements of the amended
Investment Funds Regulations.
- Appointment of AlBilad Capital as the Fund custodian.

Investments in other Investment Funds A dlotmal @3l B ozl
The fund management fee is 0.50% of NAV. the annual fees dggd) Y1 psm) By s 0050 Goanall e aesdl GLY) pgey i
charged by the underlying funds are as follows: U e Baanall b ety ) slal)

Fund Name Management Fee 333! asu) Bl

AIARIi REIT Fund (1) 1.00% (1) oy oY G

Taleem REIT Fund 0.75% Sy e Sgkio

Jadwa REIT Saudi Fund 0.75% Losnndl gy Godr B

Riyad REIT Fund 1.20% <y AL Gees
Special Commission Lol OYges
No special commissions were received during the period. B IO Bl SNsee (o e Bpiall e Lokt
Fund Manager Investment Gkl e O ylaii!
The fund manager invests 20.87% of the fund units. 9620.87 Gganall Sy & Gptnall pbe Shletzl W
Fund Distributions During The Year Pl I Bgunall Slayygs

The Fund distributed the total amount of SR 0.041 per unit at 4.1%
of the unit initial price.

Custodian Sl oyl
AlBilad Capital

King Fahad Road, P.O. Box 140, Riyadh 11411, Saudi Arabia
Tel: +966 92000 3636

ol LY et e Y041 dey 30y SO 0, 0.041 oot b Godiall

G U HlezmadU s e
B3 gad) Gy el KL (11411 24 140 RN RO SO IS
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Website: www.albilad-capital.com

Custodian’s duties and responsibilities

- 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.

- The Fund Manager acknowledges that the responsibilities vested
in the custodian does not include ensuring the fund manager's
compliance with the contents of subparagraphs (a,b,c) of
paragraph (d-3) of annex 5 of the Investment Funds Regulations.

Fund Manager Opinion

- Units were issued, transferred and redeemed the in accordance
with the provision of the Investment Funds Regulations and Fund
Terms and Conditions.

- Units were valued and calculated
provisions of Investment Funds Regulations,
Conditions, and Information Memorandum.

- There was no breach of any of the investment restrictions,
limitations and borrowing powers applicable.

Auditor

in accordance with the
Fund Terms &

KPMG Al Fozan & Partners

Zahran Business Center, Prince Sultan Street, P.O Box 55078
21534 Jeddah, Saudi Arabia

Tel: +966 12 6989595

Website: www.kpmg.com/sa

Auditor’s Opinion

Accompanying financial statements have 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 and
accordingly nothing has been reported by the auditor in their
report which is in compliance with the SOCPA requirements.
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Kingdom of Saudi Arabia

Independent Auditors Report

To the Unitholders of AlAhii Fund of REITs Fund

We have audited the financial statements of AlAhli Fund of REITs Fund (“the Fund”) managed by NCB Capital
Company (the “Fund Manager") which comprise the statement of financial position as at 31 December 2018,
the statements of comprehensive income, changes in equity attributable to unitholders and cash flows for the
pericd from 18 December 2017 to 31 December 2018, and notes to the financial statements, comprising
significant accounting policies and other explanatory information.

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

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

Financial Statements

The Fund Manager is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS that are endorsed in Kingdom of Saudi Arabia and other standards and pronouncements
issued by SOCPA, the applicable provisions of the Investment Funds Regulations issued by Capital Market
Authority, the Fund's terms and conditions, the Information Memorandum, 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 are responsible for overseeing the Fund's financial reporting process.
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ndependent Auditors Report

To the Unitholders of AlAhli Fund of REITs Fund (continued)

Auditors’ 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 auditors’ report that includes our
opinion. ‘Reasonable assurance' is a high level of assurance, butis 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 gf
Saudi Arabia, we exercise professional judgement and maintain professional scepticism throughout the audit.
We also:

o |dentify 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.

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.

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

¢ Conclude on the appropriateness of the Fund Manager's use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Fund’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, then we are required to draw attention in our auditors’ 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 auditors’ 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 AlAhli Fund of REITs Fund.

For KPMG Al Fozan & Partners
Certified Public Accountants
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ALAHLI FUND OF REITs FUND
(Managed by NCB Capital Company)

STATEMENT OF FINANCIAL POSITION

As at 31 December 2018

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

ASSETS

Cash and cash equivalents

Investments
Total assets

LIABILITY

Other payables

Equity attributable to Unitholders

Units in issue in thousands (number)

Equity per unit (SAR)

Notes

10

The accompanying notes 1 to 15 form integral part

of these financial statements

31 December
2018

133

18,877

19,010

36

18,974
23,957

0.7920
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ALAHLI FUND OF REITs FUND
(Managed by NCB Capital Company)

STATEMENT OF COMPREHENSIVE INCOME
For the period from 18 December 2017 to 31 December 2018
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

Realised loss on sale of FVTPL investments
Unrealised loss on FVTPL investments
Other income

Total loss

Custody fee

Management fees

Shariah audit fee

Professional fees

Fund Board remuneration
Administrative expenses

CMA fee

Value added tax

Total operating expenses
Loss for the period
Other comprehensive income for the period

Total comprehensive loss for the period

The accompanying notes 1 to 15 form integral part
of these financial statements

For the
period from
18 December
2017 to 31
December
2018

(1,025)
(2,838)

1,017

(2,846)

(181)
(97)
(29)
27)
(19)
(11)

(®)
()

(377)

(3,224)

(3,224)
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ALAHLI FUND OF REITs FUND
(Managed by NCB Capital Company)

STATEMENT OF CHANGES IN EQUITY ATTRIBUTABLE TO UNITHOLDERS
For the period from 18 December 2017 to 31 December 2018
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

For the

period from

18 December

2017 to 31

December

2018

Total comprehensive loss for the period (3,224)
Increase in equity from unit transactions during the period

Proceeds from units sold 24,637

Value of units redeemed (1,441)

23,196

Dividend paid during the period (998)

Equity attributable to Unitholders at the end of the period 18,974

The accompanying notes 1 to 15 form integral part
of these financial statements
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ALAHLI FUND OF REITs FUND
(Managed by NCB Capital Company)

STATEMENT OF CASH FLOWS
For the period from 18 December 2017 to 31 December 2018
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

Cash flows from operating activities

Loss for the period

Adjustment for:
Unrealised loss on FVTPL investments

Changes in operating assets and liabilities:
Investments measured at FVTPL
Other payable

Net cash used in operating activities

Cash flows from financing activities
Proceeds from units sold

Value of units redeemed

Income distribution to Unitholders

Net cash generated from financing activities

Net increase in cash and cash equivalents and cash and cash
equivalents at the end of the period

The accompanying notes 1 to 15 form integral part

of these financial statements

For the
period from
18 December
2017 to 31
December
2018

(3,224)

2,838
(386)

(21,715)
36

(22,065)
24,637
(1,441)

(998)

22,198

133

6



ALAHLI FUND OF REITs FUND
(Managed by NCB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the period from 18 December 2017 to 31 December 2018
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

1 THE FUND AND ITS ACTIVITIES

AlAhli Fund of REITs 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 objective is to provide income to unitholders by investing primarily in Real Estate Investment
Traded Funds (“REITs”) that satisfy the Fund’s Shariah guideline.

The terms and conditions of the Fund were issued on 12 Saffar 1439H (corresponding to 1 November
2017). The Fund commenced its activities on 31 December 2017.

The Fund is governed by the Regulations pursuant to resolution number 1-219-2006 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.

2. BASIS OF ACCOUNTING

These financial statements of the Fund have been prepared in accordance with International Financial
Reporting Standards as endorsed in the Kingdom of Saudi Arabia and other standards and
pronouncements issued by Saudi Organization for Certified Public Accountants (“SOCPA”), and 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.

Since these are the first financial statements of the Fund, so no comparative information is included in
these financial statements.

3. BASIS OF MEASUREMENT

The 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”) 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.




ALAHLI FUND OF REITs FUND
(Managed by NCB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the period from 18 December 2017 to 31 December 2018
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

4.  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 Saudi Arabian Riyal (“SAR”) which is the Fund’s functional and presentation currency.

5.  CHANGES IN FUND’S TERMS AND CONDITIONS

During the period ended 31 December 2018, the Fund Manager has made certain revisions to the terms
and conditions of the Fund. The main changes in the terms and conditions relate to appointment of
AlBilad Capital as an independent custodian instead of Alinma Investment, and lowering of custodian
fee t0 0.02% from 0.05%.

The changes were notified to CMA through a letter dated 10 May 2018 and were notified by the Fund
manager to the unitholders through a letter dated 10 May 2018. The revised terms and conditions became
effective from 21 May 2018.

The Fund Manager also updated the Information Memorandum and changed the paragraph relating to the
board of directors of NCB Capital Company, which was notified to CMA through a letter dated 27
November 2018 and was notified by the Fund manager to the unitholders through a letter dated 29
November 2018. The revision became effective from 10 December 2018.

6. CRITICAL ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the 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 period affected.

a)  Fair value estimation

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

e Inthe principal market for the asset or liability, or
e Inthe 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 reasonable
approximation of the exit price.




ALAHLI FUND OF REITs FUND
(Managed by NCB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the period from 18 December 2017 to 31 December 2018
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

6. CRITICAL ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

a) Fair value estimation (continued)

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

e 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. During the period
there has been no transfer in fair value hierarchy for FVTPL investments. For other assets and liabilities
such as cash and cash equivalents and other payables, the carrying values are a reasonable approximation
of fair value.

b) Assumptions and estimation uncertainties
Measurement of the expected credit loss allowance

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

A number of significant judgments are also required in applying the accounting requirements for
measuring expected credit loss (ECL), such as:

Determining criteria for significant increase in credit risk;

Choosing appropriate models and assumptions for the measurement of ECL;

Establishing the number and relative weightings of forward-looking scenarios for each type of
product / market and the associated ECL; and

e Establishing Fund of similar financial assets for the purposes of measuring ECL.

Explanation of the inputs, assumptions and estimation techniques used in measuring ECL is further
detailed in Note 13.1.2, which also sets out key sensitivities of the ECL to changes in these elements.




ALAHLI FUND OF REITs FUND
(Managed by NCB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the period from 18 December 2017 to 31 December 2018
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

7.  SIGNIFICANT ACCOUNTING POLICIES

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

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. Receivable 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.

7.3 Financial Instruments

Financial instruments comprise financial assets and financial liabilities.

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

Initial recognition

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 on a ‘trade day’ basis.

Derecognition
A financial asset (or a part of a financial asset, or a part of a group of similar financial assets) is

derecognized, when the contractual rights to the cash flows from the financial asset expires. A financial
liability (or a part of financial liability) can only be derecognized when it is extinguished, that is, when
the obligation specified in the contract is either discharged, cancelled or expired.

Subsequent measurement

Subsequent to initial recognition, an expected credit loss allowance (“ECL”) is recognised for financial
assets measured at amortised cost, which results in an accounting loss being recognised in the statement
of comprehensive income when an asset is newly originated.

Investment measured at fair value through profit or loss is measured at its fair value at the reporting date.
The movement in the fair value is recognized in the statement of comprehensive income.

10



ALAHLI FUND OF REITs FUND
(Managed by NCB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the period from 18 December 2017 to 31 December 2018
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

7. SIGNIFICANT ACCOUNTING POLICIES (continued)

7.4  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 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.

7.5 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.

7.6  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.

7.7  Equity per unit

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

7.8 Units in issue

The Fund classified 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 and also in the event of the Fund’s
liquidation.

Redeemable units are classified as equity as it meets all of the following conditions:

e it entitles the holder to a pro rata share of the Fund’s net assets in the event of the Fund’s liquidation;

e itis inthe class of instruments that is subordinate to all other classes of instruments;

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

e apart from the contractual obligation for the Fund to repurchase or redeem the instrument for cash or
another financial asset, the instrument does not include any other features that would require
classification as a liability; and

o the total expected cash flows attributable to the instrument over its 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 instrument.

11



ALAHLI FUND OF REITs FUND
(Managed by NCB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the period from 18 December 2017 to 31 December 2018
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

7.  SIGNIFICANT ACCOUNTING POLICIES (continued)

7.8 Units in issue (continued)

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

7.9 Taxation / zakat

Taxation / zakat is the obligation of the Unitholders and therefore, no provision for such liability is made
in these financial statements.

7.10 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 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
statement of comprehensive income.

Under 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

These comprise of bank balances held with a local Bank.

9. INVESTMENTS

INVESTMENTS MEASURED AT FAIR VALUE THROUGH PROFIT OR LOSS

31 December 2018

% of Total Carrying
Investment Cost value

Investment in Exchange Traded Funds
Jadwa Saudi REIT 31.60 6,585 5,899
AlAhIi REIT 1 29.63 6,773 5,622
Taleem REIT 24.83 5,199 4,710
Riyad REIT 13.94 3,158 2,646
100.00 21,715 18,877

12



ALAHLI FUND OF REITs FUND
(Managed by NCB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the period from 18 December 2017 to 31 December 2018
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

10. UNIT TRANSACTIONS

Transactions in units are summarized as follows:
For the period
ended from
18 December
2017 to 31
December
2018
Units’ 000

Units sold during the period 25,678
Units redeemed during the period (1,721)

Units as at 31 December 2018 23,957

As at 31 December 2018, top five Unitholders represented of 72.27% of the Fund’s units.

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
National Commercial Bank (NCB) Shareholder of Fund Manager
NCB Capital Company Fund Manager
AlAhli Multi-Asset Conservative Fund Unitholder
AlAhIi Multi-Asset Growth Fund Unitholder
AlAhli Multi Asset Income Plus Fund Unitholder
AlAhli Multi-Asset Moderate Fund Unitholder
AlAnli Takaful Company Unitholder
AlAhli GCC Growth and Income Fund Unitholder
AlAhli IPO Fund Unitholder
AlAhIi Saudi Trading Equity Fund Unitholder

In addition to the below disclosure, balances with related parties are also disclosed in note 9.
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 0.5% 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 1% 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 except for custody fees, which is borne by the Fund Manager.

13



ALAHLI FUND OF REITs FUND
(Managed by NCB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the period from 18 December 2017 to 31 December 2018
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

11. RELATED PARTY TRANSACTIONS AND BALANCES

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.

Amount of Value of
transactions units held

Related party Nature of transaction 31 December 2018
NCB Capital Management fees 97
Company

Expenses paid on behalf of the fund 276 -
AlAhRIi Multi- Subscription of units 410
Asset
Conservative
Fund Redemption of units - 1,217
AlAhRIli Multi- Subscription of units 130
Asset Growth
Fund Redemption of units - 386
AlAhRIli Multi Subscription of units 886
Asset Income
Plus Fund Redemption of units - 702
AlAhRIli Multi- Subscription of units 247
Asset Moderate
Fund Redemption of units - 733
AlAhRIi Takaful ~ Subscription of units 442
Company

Redemption of units - 350
AlAhli GCC Subscription of units 1,000
Growth and
Income Fund Redemption of units - 792
AlAhli IPO Subscription of units 1,000
Fund

Redemption of units - 792
AlAhli Saudi Subscription of units 3,000
Trading Equity
Fund Redemption of units - 2,376

14



ALAHLI FUND OF REITs FUND
(Managed by NCB Capital Company)

NOTES TO THE FINANCIAL STATEMENTS
For the period from 18 December 2017 to 31 December 2018
Expressed in Saudi Arabian Riyals ‘000 (unless otherwise stated)

12. FINANCIAL 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.

12.1.1 Market 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 does not have any foreign exchange risk since all of the transactions are carried out in SAR.
b) Price risk

Price risk is the risk that the value of the Fund’s financial instruments will fluctuate as a result of changes
in market prices caused by factors other than foreign currency and commission rate movements. The price
risk arises primarily from uncertainty about the future prices of 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 mutual funds.

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 equities, with all other variables held constants is as follows:

31 December 2018

Effect on equity +10% 1,888

12.1.2 Creditrisk

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 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.
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12. EINANCIAL RISK MANAGEMENT (continued)

12.1  Financial risk factors (continued)
12.1.3 Liquidity risk

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

The Fund’s terms and conditions provide for subscription and redemption of units on every Saudi
business day and it is, therefore, exposed to the liquidity risk of 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 facilities obtained by 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.

12.1.4 Operational 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.

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 levels 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.
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13. 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 financial statements.

(@ 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 financial statements.

- IFRS 16 Leases.

- Annual Improvements to IFRSs 2015-2017 Cycle.

- 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 IAS 19).

- Amendments to Reference to Conceptual Framework in IFRS Standards.

- IFRS 17 Insurance Contracts.

Of the above mentioned standards, none is expected to have a material impact on the Fund’s financial
statements in the period of initial application.

14. LAST VALUATION DAY

The last valuation day of the period was 31 December 2018 (2017: 31 December 2017).

15. APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were approved by the Fund Manager on 7 Rajab 1440H corresponding to 14
March 20109.
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