OSOOL & BAKHEET
PARALLEL MARKET TRADING EQUITY FUND
Open-Ended Fund
(MANAGED BY OSOOL & BAKHEET INVESTMENT COMPANY)
Financial Statements
For the year ended 31 December 2018
Together with the Independent Auditor’s Report to the Unitholders



OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND
Open-Ended Fund
(Managed by OSOOL & BAKHEET INVESTMENT COMPANY)

Financial Statements
For the year ended 31 December 2018

PAGES

INDEPENDENT AUDITOR’ S REPORT 1
STATEMENT OF ASSETS AND LIABILITES 2
STATEMENT OF COMPREHENSIVE INCOME 3

STATEMENT OF CHANGES IN NET ASSETS ATTRIBUTABLE TO THE UNIT HOLDERS 4

STATEMENT OF CASH FLOWS 5

NOTES TO THE FINANCIAL STATEMENTS 6-19



Al-Bassam & Co.
giedfccountants INDEPENDENT AUDITOR’S REPORT

TO THE UNITHOLDERS

OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND
MANAGED BY OSOOL & BAKHEET INVESTMENT COMPANY

RIYADH, KINGDOM OF SAUDI ARABIA

Opinion

We have audited the accompanying financial statements of Osool & Bakheet Parallel Market Trading
Equity Fund (“the Fund”), being managed by Osool & Bakheet Investment Company (the “Fund
Manager”), which comprise of the statement of assets and liabilities as at 31 December 2018 and the
related statements of comprehensive income, changes in net assets attributable to the unitholders and cash
flows for the year ended 31 December 2018 and the notes to the financial statements, comprising of
significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements taken as a whole, present fairly, in all material
respects, the statement of asset and liabilities of the Fund as at 31 December 2018 and its financial
performance and cash flows for the year ended 31 December 2018 in accordance with International
Financial Reporting Standards (IFRS) as endorsed in the Kingdom of Saudi Arabia.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISA”) 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 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 Management and Those Charged with Governance for the Financial

Statements

Funds’ Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards (IFRS) as endorsed in the Kingdom of
Saudi Arabia and for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, the Fund’s management 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 management either intends to liquidate the Fund
or to cease operations, or has no realistic alternative but to do so.

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

KS.A » Riyadh - Jeddah - AL Khobar » Buraydah « P.O.Box 69658 Riyadh 11567 -+ Tel +966 11 206 5333 - Fax +966 11 206 5444
Email . contact@pkfalbassam.com = Website : www.pkfalbassam.com

[AL-Bassam & Co. | PP license 323/11/520 Allied Accountants is a member firm of the PKF Intemational Limited network of legally independent firms and does not accept
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Al-Bassam & Co.
Allied Accountants

INDEPENDENT AUDITOR’S REPORT (CONTINUED)

TO THE UNITHOLDERS
OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND
MANAGED BY OSOOL & BAKHEET INVESTMENT COMPANY

RIYADH, KINGDOM OF SAUDI ARABIA

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

- Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Fund’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our audit 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.
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Al-Bassam & Co.
Allied Accountants

INDEPENDENT AUDITOR’S REPORT (CONTINUED)

TO THE UNITHOLDERS
OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND
MANAGED BY OSOOL & BAKHEET INVESTMENT COMPANY

RIYADH, KINGDOM OF SAUDI ARABIA

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

- 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.

We also provide those charged with governance with a statement that we have compiled with relevant
ethical requirements regarding independence, and communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of financial statements of the current year and are therefore the key
audit matters. We describe these matters in our auditors’ report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine the matter should not
be communicated in our report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communications.

Certified Public Accountant
Registration No. 337

1 April 2019
25 Rajb 1440
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OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND

(Open-Ended Fund)

Managed by Osool & Bakheet Investment Company

STATEMENT OF ASSETS AND LIABILITIES

As at 31 December 2018
(All amounts in Saudi Riyal)

ASSETS

Investments measured at FVPL
Dividend receivable

Cash and cash equivalent
Total assets

LIABILITIES

Management and custody fees
Board of directors’ fee

Accrued expenses
Total liabilities

Net assets attributable to the Unit holders

Units in issue (number)

Net assets attributable to each unit

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

Note 31 December 2018 31 December2017
925,680 1,144,015
3,318 -
77,809 33,341
1,006,807 1,177,356
- 2,430
- 388
- 5,218
- 8,036
1,006,807 1,169,320
1,150,654 1,347,033
0.88 0.87
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OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND

(Open-Ended Fund)

Managed by Osool & Bakheet Investment Company

STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2018
(All amounts in Saudi Riyal)

Income
Net loss from investments measured at FVPL
Dividend income
Other income
Total Income/ (Loss)

Expenses
Management fee
Custody fee

Board of Directors’ fee
Other expenses

Total expenses

Total comprehensive income / (loss) for the
year/period

For the period
from 6 April
31 December 2017 to 31
Note 2018 December 2017
10 (32,461) (198,795)
45,387 27,454
55 14
12,981 (171,327)
9 -- (1,944)
9 - (486)
9 - (388)
(361) (8,693)
361) (11,511)
12,620 (182,838)

The accompanying notes 1 to 15 form an integral part of these financial statements.
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OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND

(Open-Ended Fund)
Managed by Osool & Bakheet Investment Company

STATEMENT OF CHANGES IN NET ASSETS ATTRIBUTABLE TO THE UNIT HOLDERS

For the year ended 31 December 2018
(All amounts in Saudi Riyal)

Net assets value at beginning of the year / period
Add: Subscriptions during the year/ period

Less: Redemptions during the year/ period

Total comprehensive income/ (loss) for the year/ period
Net assets value at end of the year

Units at beginning of the year / period
Add: Units subscribed during the year/ period
Less: Units redeemed during the year/ period
Net decrease in units during the year/ period
Units at end of the year / period

For the period
from 6 April
31 December 2017 to 31
2018 December 2017
1,169,320 --
40,000 1,439,390
(215,133) (87,232)
12,620 (182,838)
1,006,807 1,169,320

Units number

1,347,033 -

46,776 1,450,740
(243,155) (103,707)
(196,379) 1,347,033
1,150,654 1,347,033

The accompanying notes 1 to 15 form an integral part of these financial statements.
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OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND

(Open-Ended Fund)
Managed by Osool & Bakheet Investment Company

STATEMENT OF CASH FLOWS
For the year ended 31 December 2018
(All Amounts in Saudi Riyal)

Operating activities:
Net income / (loss) for the year / period
Adjustments for:

Net loss from investments measured at FVPL

Changes in operating assets and liabilities:
Purchase investments measured at FVPL

Proceeds from sale of investment measured at FVPL
Dividend receivable

Management and custody fee

Board of directors’ fee

Accrued expenses

Net cash (used in) / from operating activities

Financing activities:

Proceeds from subscription of units

Payments for Redemption of units

Net cash (used in) / from financing activities

Net change in cash and cash equivalent
Cash and cash equivalent at beginning of the year / period
Cash and cash equivalent at end of the year / period

For the period from
6 April 2017 to 31

31 December 2018 December 2017
12,620 (182,838)
32,461 198,795

(470,782) (2,202,422)
656,656 859,612
(3,318) -
(2,430) 2,430
(388) 388
(5,218) 5,218
219,601 (1,318,817)
40,000 1,439,390
(215,133) (87,232)
(175,133) 1,352,158
44,468 33,341
33,341 -
77,809 33,341

The accompanying notes 1 to 15 form an integral part of these financial statements.
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OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND
(Open-Ended Fund)

Managed by Osool & Bakheet Investment Company

Notes to the financial statements

For the year ended 31 December 2018

(All Amount in Saudi Riyal)

1. FUND AND ITS ACTIVITIES

Osool & Bakheet Parallel Market Trading Equity Fund (the "Fund") is an investment fund established
through an agreement between Osool & Bakheet Investment Company (the “Fund Manager”) and the
Fund Investors (the “Unitholders”) by virtue of approval of the Capital Market Authority (the “CMA”)
dated 11 Jumada al-Ula 1438H (corresponding to 8 February 2017). The Fund commenced its operations
on 6 April 2017.

The Fund has updated its terms and conditions which have been approved by CMA on 16 Muharam
1440H (corresponding to 26 September 2018 G).

The Fund’s primary objective is to maximize capital growth by achieving a positive return while
minimizing potential risks through investing mainly in companies whose stocks are listed in Saudi Stock
Exchange — Parallel Market (Nomu). Also, the Fund Manager may invests not more than 50% of the
fund’s net asset value in Small and Medium cap companies that are listed in the Main Market. In addition,
the Fund is allowed to invest the available liquidity in time deposits with licensed banks in the Kingdom
of Saudi Arabia that are compliant with the shari’a criteria setup by the Fund’s shari’a committee.
Moreover, the Fund is allowed to invest in Saudi Equity Funds and Money Market Funds whose units are
offered publicly and licensed by CMA (including the funds that managed by the Fund Manager).

In dealing with the Unit holders, the Fund Manager considers the Fund as an independent accounting unit.
Accordingly, the Fund Manager prepares separate financial statements for the Fund.

The address of the Fund Manager is as follows:
Osool & Bakheet Investment Company

P. O. Box 63762

Riyadh 11526

Kingdom of Saudi Arabia

2. REGULATING AUTHORITY

The Fund is governed by the Investment Fund Regulations (“the Regulations”) published by the CMA on
3/12/1427 H (corresponding to 24/12/2006) subsequently amended by Resolution of the Board of the
Capital Market Authority Number 1 - 61 - 2016 Dated 16/8/1437 H (corresponding to 23/5/2016)
detailing requirements for all funds within the Kingdom of Saudi Arabia. During the year 2016, CMA
issued new Investment Fund Regulations effective from 6 November 2016.

3. SUBSCRIPTION/ REDEMPTION (DEALING AND VALUATION)

The Fund is open for subscriptions / redemptions of units on every business day (each being a “Dealing
Day”) of the Saudi Stock Exchange Market. Where the subscription is done on weekly basis, while the
redemption is done on monthly basis. The value of the Fund’s portfolio is determined on each dealing day
(each being a “Valuation Day”) on the end of the last business day of the week. The net asset value of the
Fund for the purpose of purchase or sale of units is determined by dividing the net value of assets (fair
value of fund assets minus fund liabilities) by the total number of outstanding fund units on the relevant
valuation day.




OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND
(Open-Ended Fund)

Managed by Osool & Bakheet Investment Company

Notes to the financial statements

For the year ended 31 December 2018

(All Amount in Saudi Riyal)

3. SUBSCRIPTION/ REDEMPTION (DEALING AND VALUATION) (CONTINUED)

The Fund classifies its redeemable units as an equity instrument if the redeemable units have all of the
following features:

¢ Itentitles the holder to a pro rata share of the Fund's net assets in the event of the Fund's liquidation.

* The instrument is in the class of instruments that is subordinate to all other classes of instruments.

* All financial instruments in the class of instruments that is subordinate to all other classes of
instruments have identical features.

* The instrument does not include any contractual obligation to deliver cash or another financial asset
other than the holder’s rights to a pro rata shares of the Fund’s net assets.

*  The total expected cash flows attributable to the instrument over the life of the instrument are based
substantially on the profit or loss, the change in the recognised net assets or the change in the fair
value of the recognised and unrecognised net assets of the Fund over the life of the instrument.

¢ The subscription and redemption of redeemable units are accounted for as equity transactions as

long as units are classified as equity.

4. BASIS OF PREPARATION

4-1 statement of compliance

These financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) that is endorsed in Kingdom of Saudi Arabia.

The Fund prepared its financial statements in accordance with generally accepted accounting standards in
the Kingdom of Saudi Arabia promulgated by Saudi Organization for Certified Public Accountants
(“SOCPA”) for all periods up to the year ended 31 December 2017.

The financial statements for the period ended 31 December 2018 are the first annual financial statements
of the Fund prepared in accordance with IFRS (Note 7).

These financial statements have been prepared in accordance with IFRS 1 First time Adoption of
International Financial Reporting Standards’. The Fund has applied the same accounting policies
consistently for all periods presented, as if such policies were in force.

4-2 Basis of measurement

The financial statements have been prepared on a historical cost convention, as modified by the
revaluation of financial assets measured at fair value through profit or loss.

4-3 Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic
environment in which the Fund operates (the “functional currency”). These financial statements are
presented in Saudi Arabian Riyal (“SAR”) which is the Fund’s functional and presentation currency.

5. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGMENTS

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. Estimates and underlying assumptions are evaluated continually on the
basis of past experience and other factors, including expectations of future events that are believed to be
reasonable in the circumstances. As a result, judgments are made about the carrying amount of assets and
liabilities from other sources. Actual results may differ from these estimates. Basic estimates and
assumptions are examined based on an ongoing basis. An examination is included in the accounting
estimates in the period in which the estimate is tested if the examination affects only that period or the
period of the examination and future periods if the examination affects current and future periods.

In the process of applying the Fund’s accounting policies, management has made the following estimates
and judgments which are significant to the financial statements:




OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND
(Open-Ended Fund)

Managed by Osool & Bakheet Investment Company

Notes to the financial statements

For the year ended 31 December 2018

(All Amount in Saudi Riyal)

3. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGMENTS (CONTINUED)

Going Concern

The Fund's management has made an assessment of the Fund’s ability to continue as a going concern and is
satisfied that the Fund has the resources to continue in business for the foreseeable future. Furthermore, the
management is not aware of any material uncertainties that may cast significant doubt on the Fund’s ability
to continue as a going concern. Therefore, the financial statements have been prepared on a going concern
basis.

Expected credit loss

The measurement of the expected credit loss allowance for financial assets measured at amortized 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:

e 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

 Establishing group of similar financial assets for the purposes of measuring ECL.

6. SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies used in the preparation of these financial statements as follows:

6-1 Cash and cash equivalents

For the purposes of the statement of cash flows, cash and cash equivalents consists bank balance. Cash
and cash equivalents are carried at amortized cost in the statement of assets and liabilities.

6-2 Financial instruments

6-2-1 Change in accounting policies

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. As permitted by the transitional provisions of IFRS 9 and IFRS 1 (Note
7). Adjustments to the carrying amounts of financial assets and liabilities at the date of transition, if any,
were recognised in the opening net assets of current year.

Set out below are disclosures relating to the impact of the adoption of IFRS 9 on the Fund. Further details
of the specific IFRS 9 accounting policies applied in the current period (as well as the previous SOCPA
compliant accounting policies applied in the comparative periods) are described in more detail in below
notes.

Classification and measurement of financial instruments
The measurement category and the carrying amount of financial assets and liabilities in accordance with
previous accounting policies under SOCPA and IFRS 9 as at 1 January 2018 are compared as follows:

SOCPA IFRS 9
Carrying Measurement Carrying amount
Measurement category amount _category

Financial assets

Amortized cost Amortized
Cash and Cash equivalent (Loans and receivables) 33,341 cost 33,341

FVPL
Held for trading investments (Held for trading) 1,144,015 FVPL 1,144,015
Total financial assets 1,177,356 1,177,356

There were no changes to the classification and measurement of financial liabilities.
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OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND
(Open-Ended Fund)

Managed by Osool & Bakheet Investment Company

Notes to the financial statements

For the year ended 31 Decmber 2018

(All Amount in Saudi Riyal)

6. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

6-2 Financial instruments (continued)
6-2-1 Change in accounting policies (continued)

Reconciliation of statement of assets and liabilities balances from SOCPA 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 6-2-2 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 measurement
category in accordance with SOCPA to their new measurement categories upon transition to IFRS 9 on
1 January 2018.

IFRS 9
SOCPA amount
Ref amount 1 1 January
January 2018 Reclassifications Remeasurement 2018

Amortized cost
Cash and Cash equivalent 33,341 - - 33,341
Fair value through profit or loss:
Held for trading investments A 1,144,015 (1,144,015) - .
Investments measured at FVPL A - 1,144,015 - 1,144,015

The following notes explain how applying the new classification requirements of IFRS 9 led to changes
in classification of certain financial assets held by the Fund as shown in the tables above.

A) Previously classified held for trading investments under SCOPA have been reclassified as
investments measured at fair value through profit or loss, with no changes to measurement basis.



OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND
(Open-Ended Fund)

Managed by Osool & Bakheet Investment Company

Notes to the financial statements

For the year end 31 December 2018

(All Amount in saudi Riyal)

6. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

6-2 financial instruments (continued)

6-2-2 Classification and measurement of financial assets

Policy applicable from 1 January 2018.
Equity instruments

The Fund classifies its financial assets at fair value through profit or loss (FVPL). 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. The fair value gains and Losses are recognized in OCI and are not subsequently
reclassified to the statement of comprehensive income, dividends from these investments are recognized
in the statement of profit and loss as other income when the right to receive payment is established. There
is no requirement for impairment of equity investments measured at fair value through other
comprehensive income. Changes in the fair value of financial assets are recognized as profit or loss in the
statement of profit and loss.

6-2-3 Derecognition

Financial assets, or a portion thereof, are derecognized 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.

6-2-4 Financial liabilities

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

6-2-5 Impairment of financial assets

The Fund assesses on a forward-looking basis the expected credit loss (“ECL”) associated with its

financial instrument assets carried at amortized cost. The Fund recognizes a loss allowance for such

losses at each reporting date.

The measurement of ECL reflects:

® An unbiased and probability-weighted amount that is determined by evaluating a range of possible
outcomes;

e The time value of resources; and

® Reasonable and supportable information that is available without undue cost or effort at the reporting
date about past events, current conditions and forecasts of future economic conditions.

6-3 Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the statement of assets
and liabilities 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 realize the asset and settle the liability
simultaneously.

6-4 Accrued expenses and other Payable
Accrued expenses and other payables are recognized initially at fair value and subsequently measured at
amortized cost using the effective commission rate method.

6-5 Provisions

A provision is recognized 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 recognized for future
operating loss.
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OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND
Open-Ended Fund

(Managed by Osool & Bakheet Investment Company)

Notes to the financial statements

For the year end 31 December 2018

(All Amount in saudi Riyal)

6. SIGNIFICANT ACCOUNTING POLICIES (continued)

6-6 Income tax / zakat

Income tax / zakat is the obligation of the Unit Holders and therefore, no provision for such liability is
made in these financial statements.

6-7 Revenue recognition

Revenue is recognized 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.

Dividend income is recognized when the Fund’s right to receive dividends is established.

7. FIRST-TIME ADOPTION OF IFRS
The financial statements for the year ended 31 December 2018 are the first financial statements of the
Fund prepared in accordance with IFRS endorsed by the Kingdom of Saudi Arabia. For periods up to 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 Organization for
Certified Public Accountants (“SOCPA”).

Accordingly, the Fund has prepared the financial statements that comply with IFRS applicable as at 31
December 2018, together with the comparative periods as at 31 December 2017. This note explains the
principal adjustments made by the Fund in restating its previous statements of assets and liabilities as at
31 December 2017 which had been prepared in accordance with the requirements of SOCPA.

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.

The Fund has applied the following exemption:

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 recognized
in the financial statements.

As permitted by the transitional provisions of IFRS 9, the Fund elected not to restate comparative figures.
Adjustments to the carrying amounts of financial assets and financial liabilities at the date of transition, if
any, were recognized in the opening retained earnings (1 January 2018) of current period. Accordingly,
the information presented in comparative periods reflect the requirements under SOCPA and therefore is
not comparable to the information presented under the requirements of IFRS 9 for the year ended 31
December 2018.

Consequently, for notes disclosures, the consequential amendments to IFRS 7 disclosures have also only
been applied to the current year.

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

¢ Determination of the business model within which a financial asset is held;
¢ Designation and revocation of previous designations of certain financial assets as measured at fair value
through profit or loss.

Estimates

The estimates at 1 January 2017 and 31 December 2017 are consistent with those made for the same dates
in accordance with SOCPA.
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OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND
(Open-Ended Fund)
Managed by Osool & Bakheet Investment Company

Notes to the financial statements
For year ended 31 December 2018
(All Amount in saudi Riyal)

7. FIRST-TIME ADOPTION OF IFRS (CONTINUED)

The reconciliation of net assets values as at 31 December 2017:

SOCPA Effect of IFRS
31 December transition to 31 December
2017 IFRS 2017

ASSETS
Cash and cash equivalent 33,341 -- 33,341
Investments measured at FVPL 1,144,015 - 1,144,015
Total assets 1,177,356 e 1,177,356
LIABILITIES
Management and custody fee 2,430 - 2,430
Board of directors’ fee 388 - 388
Accrued expenses 5,218 -- 5,218
Total liabilities 8,036 -- 8,036
Net assets attributable to the Unit holders 1,169,320 - 1,169,320

- Notes of reclassification of NAV as at 31 December 2017
According to SOCPA, the Fund classified net assets attributable to the unit holders as liability. In

accordance to IFRS, as required in IAS 32, the net assets attributable to unit holders has been classified
as equity.
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OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND
(Open-Ended Fund)
Managed by Osool & Bakheet Investment Company

Notes to the financial statements
For year ended 31 December 2018
(All Amount in saudi Riyal)

7. FIRST-TIME ADOPTION OF IFRS (CONTINUED)

The reconciliation of net comprehensive income of the Fund for the year ended 31 December 2017

SOCPA Effect of IFRS
31 December transition 31 December
2017 to IFRS 2017
Income
loss from sale of investments measured at FVPL (5,560) - (5,560)
Unrealized loss from revaluation for investments
measured at FVPL (193,235) -- (193,235)
Dividend income 27,468 - 27,468
Total loss (171,327) = (171,327)
Expenses
Management fee (1,944) - (1,944)
Custody fee (486) - (486)
Board of Directors’ fee (388) - (388)
Other expenses (8,693) - (8,693)
Total expenses (11,511) = (11,511)
Net comprehensive loss for the period (182,838) -- (182,838)

The Fund’s operating, investing and financing cash flows reported under SOCPA did not significantly
differ from IFRS.
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OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND
(Open-Ended Fund)

Managed by Osool & Bakheet Investment Company

Notes to the financial statements

For year ended 31 December 2018

(All Amount in saudi Riyal)

8. INVESTMENTS MEASURED AT FVPL

The following is a summary of the components of investments in FVTPL by sector:

31 December 2018

Sector Cost  Market Value of market Value %
Consumer Services 276,838 202,637 21.89
Retailing 188,253 182,848 19.75
Food & Staples Retailing 224,820 153,954 16.63
Capital Goods 83,254 108,920 11.77
Materials 24,515 83,084 8.98
Commercial & Professional Sve 112,771 75,306 8.14
Software & Services 60,049 55,522 6.00
Health Care Equipment & Svc 58,020 36,080 3.90
Real Estate Mgmt & Dev't 47,990 27,329 2.95

1,076,510 925,680 100

31 December 2017

Sector Cost Market Value of market Value %
Retailing 397,292 372,567 32.57
Consumer Services 384,722 270,740 23.67
Food & Staples Retailing 199,689 200,138 17.49
Commercial & Professional Svc 146,282 119,143 1041
Banks 56,611 61,161 5.35
Software & Services 55,726 42,485 3.71
Materials 37,544 39,562 3.46
Capital Goods 59,384 38,219 3.34

1,337,250 1,144,015 100
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OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND
(Open-Ended Fund)

Managed by Osool & Bakheet Investment Company

Notes to the financial statements

For year ended 31 December 2018

(All Amount in saudi Riyal)

9. TRANSACTIONS AND BALANCE WITH RELATED PARTY

In the ordinary course of its activities, the Fund transacts with its related parties. The Fund Manager and
custodian are related parties of the Fund.

The Fund Manager charges the Fund with a management fee of 2% per annum and custody fee of 0.5% of
the Fund’s net assets, calculated on a daily basis. The Fund Manager also recovers from the Fund any other
expenses incurred on behalf of the Fund such as audit fee, board compensation and other similar charges.
The board compensation is calculated as 5% of the Fund’s annual management fee subject to a maximum of
SR 30,000 per member.

The Fund Manager charges each investor an early redemption fee at the rate of 3% of the value of the
redeemed Fund units.

The related party transactions during the year ended 31 December 2018:

Nature of 31 December

Related Party transactions 2018 31 December 2017

Management fee - 1,944

Osool & Bakheet Investment Company Custody fee i 486

Board of Directors Annual remuneration - 388

Related party balances consist of:
Related Party Nature of transactions Ending balance (payable)
31 December 31 December
2018 2017
Osool & Bakheet Investment e : s
Com Custody fee . 486
pany . .

Cash in an investment account 71,617 26,096
Board of Directors Annual remuneration - 388

All expenses incurred by the Fund during the year from 1/1/2018 to 31/12/2018 were covered by the Fund
Manager, therefore they are not included in these financial statements except for other expenses which
represent transfer expenses.

Custody fees include administrative expenses of the Fund's operations and amount due to the Custodian
(Alinma Investment).

10. NET GAIN FROM INVESTMENTS MEASURED AT FVPL

For the period
from 6 April
31 December 2017 to 31
2018 December 2017
Realized gain (loss) from sale of Investments measured at FVPL 10,282 (5,560)
Unrealized loss from revaluation of Investments measured at FVPL (42,743) (193,235)
(32,461) (198,795)
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OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND
(Open-Ended Fund)

Managed by Osool & Bakheet Investment Company

Notes to the financial statements

For year ended 31 December 2018

(Al Amount in saudi Riyal)

11. FINANCIAL INSTRUMENTS BY CATEGORY

31 December 2018 Amortised cost FVPL
Assets as per statement of Assets and liabilities

Cash and cash equivalent 77,809 --
Investments measured at FVPL - 925,680
Dividend receivable 3,318 --
Total 81,127 925,680
31 December 2017 Amortised cost FVPL
Assets as per statement of Assets and liabilities

Cash and cash equivalent 33,341 -
Investments measured at FVPL - 1,144,015
Total 33,341 1,144,015

All financial liabilities as at 31 December 2018 were classified as financial liabilities measured at
amortized cost category. All financial liabilities as at 31 December 2017 and 1 January 2017 were
classified as other financial liabilities category and measured at amortized cost.
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OSOOL & BAKHEET PARALLEL MARKET TRADING EQUITY FUND
(Open-Ended Fund)

Managed by Osool & Bakheet Investment Company

Notes to the financial statements

For year ended 31 December 2018

(All Amount in saudi Riyal)

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.

The Fund uses different methods to measure and manage the various types of risk to which it is exposed;
these methods are explained below.

(a) Market risk

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 Manager diversifies the investment portfolio and closely monitors the price
movement of its investments in financial instruments. As of the statement of Assets and Liabilities date,
Fund has equity investments.

The effect on the net asset value (as a result of changes in the fair value of investments as of 31 December
2017) and the return due to a possible change in the unit’s holder NAV indices based on industry
concentration, with all other variables held constant as follows:

31 December 2018 31 December 2017
ol ton PO it
NAV NAV
change % change %
Sector
Materials 1% 831 1% 395
Health Care Equipment & Svc 1% 361 1% -
Real Estate Mgmt & Dev't 1% 273 1% -
Software & Services 1% 555 1% 425
Consumer Services 1% 2,026 1% 2,707
Retailin, g 1% 1,828 1% 3,726
Consumer Durables & Apparel 1% 1,540 1% 2,001
Capital Goods 1% 1,089 1% 382
Commercial & Professional Svc 1% 753 1% 1,191
Banks 1% -- 1% 612
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12. FINANCIAL RISK MANAGEMENT (continued)

12-1 Financial risk factors

(b) Credit risk

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

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

(c) 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 Monday and
Thursday, therefore, exposed to the liquidity risk of meeting unitholder redemptions on these days. The
Fund’s financial liabilities primarily consist of payables which are expected to be settled within one
month from the statement of Assets and liabilities date.

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.

(d) 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 so as to balance limiting of financial losses and
damage to its reputation with achieving its investment objective of generating returns to unitholders.

12-2 Fair value estimation

The fund classifies fair value measurements using the fair-value hierarchy that reflects the importance of
the inputs used to perform these measurements. 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.

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

The Fund has classified the fair value hierarchy for all investments at Level 1.

On the date of the statement of asset and liability, the fund manager believes that the fund could have
recovered its investments by its net asset value per unit. The carrying amount less provision for
impairment of other receivables and payables is close to their fair value.
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13. SIGNIFICANT EVENTS

As of reporting date, the net asset value of the fund is less than SR 10 million. In accordance to article 37
(d) of investment funds regulation, the Fund manager must take the corrective procedures within 6
months from date of CMA notification, yet, in accordance with CMA circular No. R / 1/6 / 7733/18 dated
21 Rabi 'al-Awal 1440, corresponding to 29 November 2018, refer to extending the exemption of public
fund managers from complying with the requirements of article 37 (d) until 31 December 2020.

14. LAST VALUATION DAY
The last valuation day of the year was 31 December 2018 G.

15. APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were approved by the Fund’s Board of Directors on 15 Rajab 1440H
Corresponding to 22 March 2019 G.
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