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 Notes 

31 December 

2019 

31 December 

2018 

     

ASSETS 
    

Cash and cash equivalents 6 397,379 1,266,208 

Investments at fair value through profit or loss 7 1,110,661 1,135,886 

Investments at amortized cost 8 3,085,838 2,727,648 

Total assets 4,593,878 5,129,742 

 

LIABILITIES  

  Accrued and other liabilities  9 196,346 228,661 
  

 

  

Total liabilities 196,346 228,661 

 

NET ASSETS VALUE ATTRIBUTABLE TO  

UNITHOLDERS 4,397,532 4,901,081 

 

Units in issue (Numbers) 353,469 402,442 

Net assets value - per unit 12.44 12.18 
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 Note 

31 December 

2019  

31 December 

2018 
    

INVESTMENT INCOME 
  

 
 

Dividend income 
 

45,228  73,316 

Net changes in fair value of investments at fair value 

through profit or loss  
7.1 50,072 

 
321,502 

Income from Murabaha placement and Sukuk 
 

118,969  191,141 
  

 

 

 

  
214,269  585,959 

  
  

 

EXPENSES 
 

  
 

Management fee (52,170)  (100,712) 

Brokerage 
 

(2,524)  (7,209) 

Others 
 

(66,736)  (114,947) 
  

 

 

 

Total expenses 
 

(121,430)  (222,868) 

  
  

 
Profit for the year 

 
92,839  363,091 

  
  

 
Other comprehensive income -  - 
  

 

 

 

Total comprehensive income for the year 92,839  363,091 
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31 December 

2019  

31 December 

2018 

   
Net assets at 1 January 4,901,081 

 
17,696,866 

 
 

  
CHANGES FROM OPERATIONS  

  
Profit and total comprehensive income for the year 92,839 

 
363,091 

 
 

  
CHANGES FROM UNIT TRANSACTIONS  

  
Proceeds from units issued 746,445 

 
633,305 

Payments for units redeemed (1,342,833) 
 

(13,792,181) 

Net change from unit transactions (596,388) 
 

(13,158,876) 

 
 

  
Net assets at 31 December 4,397,532 

 
4,901,081 

 

UNITS TRANSACTIONS 
Transactions in units for the year ended 31 December are summarized as follows: 

 

 
31 December 

2019  

31 December 

2018 

 
Units 

    

Units at 1 January 402,442 
 

1,482,499 
`  

  

Units issued 60,176 
 

51,624 

Units redeemed (109,149) 
 

(1,131,681) 

Net change in units (48,973) 
 

(1,080,057) 

    Units at 31 December 353,469 
 

402,442 
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Note 

31 December 

2019  

31 December 

2018 
    

Cash flows from operating activities  
   

Profit for the year  92,839 
 

363,091 

Adjustment for:   
  

Unrealized (gain) / loss on investments at fair value through 

profit or loss 

7.1 
(14,236) 

 
62,717 

Dividend income  (45,228)  (73,316) 

 
 33,375 

 
352,492 

Changes in operating assets and liabilities   
  

Investments at fair value through profit or loss - net  39,460 
 

4,661,925 

Investments at amortized cost  (358,190) 
 

162,779 

Accrued and other liabilities   (32,315) 
 

69,613 

Cash (used in) / generated from operations  (317,670)  5,246,809 

Dividend received  45,228    77,014 
 

 

 
  

Net cash (used in) / generated from operating activities  (272,441) 
 

5,323,823 

 
  

  
Cash flows from financing activities   

  
Proceeds from units sold  746,445 

 
633,305 

Payment for units redeemed  (1,342,833) 
 

(13,792,181) 
 

 

 
  

Net cash used in financing activities  (596,388) 
 

(13,158,876) 

 
  

  
Net change in cash and cash equivalents  (868,829) 

 
(7,835,053) 

Cash and cash equivalents at beginning of the year   1,266,208 
 

9,101,261 
 

  
  

Cash and cash equivalents at end of the year 6 397,379 
 

1,266,208 
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1. GENERAL 

Alinma Multi Assets Defensive Fund, (the “Fund”), is an open ended fund created under an agreement 

between Alinma Investment Company (the “Fund Manager”), a subsidiary of Alinma Bank (the 

“Bank”) and investors (the “Unit holders”) in the Fund, in accordance with Shariah rules issued by the 

Shariah board of the Fund Manager. 

The Fund seeks to achieve capital growth in the long term with emphasis on capital preservation and 

exposure to equity markets. The fund may invest a range of Shariah compliant investments such as 

local equities, Murabaha placements, Sukuk, structured products and investment funds in order to 

achieve its objective. All income is reinvested in the Fund and is reflected in the unit price. 

Capital Market Authority (“CMA”) granted approval for the establishment of the Fund in its letter 

number 2012-6243-5 dated 21 Muharram 1434 H (corresponding to 5 December 2012 G). The Fund 

commenced its operations on 25 Jumada al-Awwal 1434 H (corresponding to 6 April 2013 G). 

In dealing with the Unitholders, the Fund Manager considers the Fund as an independent accounting 

unit. Accordingly, the Fund Manager prepares separate financial statements for the Fund. Furthermore, 

the Unit holders are considered to be the beneficial owners of the assets of the Fund. 

2. REGULATORY FRAMEWORK 

The Fund is governed by the Investment Fund Regulations (the “Regulations”) published by the CMA 

on 3 Dhul Hijja 1427H (corresponding to 24 December 2006G) as amended by resolution of the CMA 

board on 16 Sha’aban 1437H (corresponding to 23 May 2016G). 

3. BASIS OF PREPARATION 

3.1 Statement of compliance 

These financial statements have been prepared in accordance with International Financial Reporting 

Standards (“IFRS”) that are endorsed in the Kingdom of Saudi Arabia and other standards and 

pronouncements endorsed by the Saudi Organization for Certified Public Accountant (“SOCPA”).   

The Fund has also complied with Investment Funds Regulations published by CMA, Fund’s terms and 

conditions, information memorandum and key information summary (collectively hereinafter referred to as 

“Terms and Conditions”) with respect to preparation and presentation of these financial statements. 

3.2 Basis of measurement 

These financial statements have been prepared on historical cost basis using the accrual basis of accounting, 

except for the investments at fair value through profit or loss, and the going concern concept. 

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 liquidity. However, all assets and liabilities would be classified as current.  

 

3.3 Functional and presentation currency 
These financial statements are presented in Saudi Riyal (SR), which is also the functional and presentation 

currency of the Fund.  

3.4 Financial Year 

The financial year of the Fund commences on 1 January and ends on 31 December of each calendar year. 

3.5 Use of estimates and judgments  

In the ordinary course of business, the preparation of financial statements requires management to make 

judgments, estimates and assumptions that affect the application of policies and reported amounts of assets, 

liabilities, income and expense. Actual results may differ from these estimates. Estimates and underlying 

assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the year  
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BASIS OF PREPARATION (continued) 

in which the estimates are revised and in future years affected. Major areas where estimates or judgments 

made are significant to the Fund’s financial statements or where judgment was exercised in the application 

of accounting policies are as follows:  

Classification of investments 

The Fund at initial recognition determines the relevant classification of financial assets and financial 

liabilities based on the business model for managing the financial asset and the terms of its contractual cash 

flows.  

The Fund has classified its investments in equity securities at fair value through profit or loss. Gains or 

losses arising from subsequent changes in fair value and on sale of financial assets is recognized in the 

statement of profit or loss.  

4. NEW STANDARDS AND AMENDMENTS  

The following new standards, amendments and interpretations are also effective for the first time in these 

financial statements but none had a material effect on the Fund:  

IFRS 9 Financial Instruments – Amendments related to Prepayment Features with Negative 

Compensation  

STANDARDS ISSUED BUT NOT YET EFFECTIVE 

Other Amendments 

The following amendments to standards are not yet effective and none are expected to have a significant 

impact on the Fund’s financial statements:  

Effective date Amendments relate to following topics  

1 January 2020 IAS 1 Presentation of Financial Statements, disclosure initiative brought some conceptual 

clarification  

1 January 2020 IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors, disclosure   

initiative brought some conceptual clarification 

5. SIGNIFICANT ACCOUNTING POLICIES 

Cash and cash equivalents 

Cash and cash equivalents comprise of current account with the Bank and Murabaha placements, if any, with 

an original maturity of three months or less.  

Financial instruments 

Initial recognition and measurement 

All regular way purchases and sales of financial assets are recognized / derecognized on the trade date (i.e. 

the date that the Fund executes purchase or sale of the assets). Regular way purchase or sale of financial 

assets that require settlement of assets within the time frame generally established by regulation or 

convention in the market place. 

All other financial assets and liabilities (including assets and liabilities designated at fair value through profit 

or loss) are initially recognized on trade date at which the Fund becomes a party to the contractual provisions 

of the instrument. 

Financial assets and financial liabilities are initially measured at fair value. Transaction costs directly 

attributable to the acquisition of financial assets or financial liabilities at fair value through profit or loss are 

recognized immediately in profit or loss. For all other financial assets and financial liabilities transaction 

costs are added to or deducted from the fair value of the financial assets or financial liabilities, as 

appropriate, on initial recognition. 

De-recognition of financial assets 

Financial assets are derecognized when the contractual rights to the cash flows from the financial assets 

expire, or when the financial assets and substantially all the risks and rewards are transferred.  
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SIGNIFICANT ACCOUNTING POLICIES (continued) 

Classification and subsequent measurement of financial assets 

Financial assets are classified into the following specified categories: 

• Financial assets at fair value through profit or loss; 

• Financial assets at fair value through other comprehensive income; or 

• Financial assets at amortized cost. 

Debt instruments 

Debt instruments are those instruments that meet the definition of a financial liability from the issuer’s 

perspective, such as loans, government and corporate Sukuk, Murabaha placement. 

Classification and subsequent measurement of debt instruments depend on: 

(i) the Fund’s business model for managing the asset; and 

(ii) the cash flow characteristics of the asset. 

• Amortized cost: Assets that are held for collection of contractual cash flows where those cash flows 

represent solely payments of principal and profit, and that are not designated at financial assets at fair 

value through profit or loss, are measured at amortized cost. The carrying amount of these assets is 

adjusted by any expected credit loss allowance recognized in profit or loss statement. Profit income from 

these financial assets is included in ‘Special commission income’ using the effective interest rate 

method. 

• Fair value through other comprehensive income: Financial assets that are held for collection of 

contractual cash flows and for selling the assets, where the assets’ cash flows represent solely payments 

of principal and profit, and that are not designated at fair value through profit or loss, are measured at 

fair value through other comprehensive income. Movements in the carrying amount are taken through 

other comprehensive income, except for the recognition of impairment gains or losses, special 

commission income and foreign exchange gains and losses on the instrument’s amortized cost are 

recognized in profit or loss statement. When the financial asset is derecognized, the cumulative gain or 

loss previously recognized in other comprehensive income is reclassified from equity to profit or loss 

statement. Profit income from these financial assets is included in ‘Special commission income’ using 

the effective interest rate method. 

• Fair value through profit or loss: Financial assets that do not meet the criteria for amortized cost or 

financial assets at fair value through other comprehensive income are classified as fair value through 

profit or loss. A gain or loss on a debt investment that is subsequently measured at fair value is presented 

in the statement of profit or loss in the year in which it arises. Profit income from these financial assets is 

included in ‘Special commission income’’ using the effective interest rate method. 

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 net assets. Examples of equity instruments include basic ordinary shares. 

The Fund subsequently measures all equity investments at fair value through profit or loss, except where the 

Fund’s management has elected, at initial recognition, to irrevocably designate an equity investment at fair 

value through other comprehensive income. The Fund’s policy is to designate equity investments as 

FVTOCI when those investments are held for purposes other than to generate investment returns. When this 

election is used, fair value gains and losses are recognized in OCI and are not subsequently reclassified to the 

statement of profit or loss, 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 recognized in the statement of income as ‘Dividend income’ when the Fund’s 

right to receive payments is established. 
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SIGNIFICANT ACCOUNTING POLICIES (continued) 

Impairment of financial assets 

Under IFRS 9, the fund uses forward-looking information to recognize expected credit losses- the ‘expected 

credit loss’ (ECL) model. 

Recognition of credit losses is no longer dependent on the Fund first identifying a credit loss event. Instead 

the Fund considers a broader range of information when assessing credit risk and measuring expected credit 

losses, including past events, current conditions, reasonable and supportable forecasts that affect the 

expected collectability of the future cash flows of the instrument. 

In applying this forward-looking approach, a distinction is made between: 

• financial instruments that have not deteriorated significantly in credit quality since initial recognition or 

that have low credit risk (‘Stage 1’); 

• financial instruments that have deteriorated significantly in credit quality since initial recognition and 

whose credit risk is not low (‘Stage 2’); and 

• ‘Stage 3’ would cover financial assets that have objective evidence of impairment at the reporting date. 

However, none of the Fund’s financial assets fall into this category. 

‘12-month expected credit losses’ are recognized for the first category while ‘lifetime expected credit losses 

are recognized for the second and third category. 

Measurement of the expected credit losses is determined by a probability-weighted estimate of credit losses 

over the expected life of the financial instrument. 

Classification and measurement of financial liabilities 

Liabilities are recognized on an accrual basis for amounts to be paid in the future in return for services 

received, whether or not billed by the provider. 

Financial liabilities are initially measured at fair value, and, where applicable, adjusted for transaction costs 

unless the Fund has designated a financial liability at fair value through profit or loss. 

Subsequently, financial liabilities are measured at amortized cost using the effective interest rate method. 

Fair value measurement 

'Fair value' is the price that would be received to sell an asset or paid to transfer a liability in an orderly 

transaction between market participants at the measurement date in the principal or, in its absence, the most 

advantageous market to which the Fund has access at that date. The fair value of a liability reflects its non-

performance risk. 

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 ongoing basis. The Fund measures 

instruments quoted in an active market at the market price, because this price provides a reasonable 

approximation of the exit price. 

Offsetting 

Financial assets and financial liabilities are offset and the net amount is 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. 

Equity attributable to unitholders 

The net assets attributable to the unitholders comprise redeemable units issued and accumulated profit 

generated by the Fund. The redeemable units are classified as equity as explained below. 

(i) Redeemable Units 

Units subscribed and redeemed are recorded at the net assets value per unit on the Valuation Day for which 

the subscription request and redemption applications are received. 
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SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

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

following features: 

It entitles 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 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. 

The Fund’s redeemable participating units meet the definition of puttable instruments classified as equity 

instruments under IAS 32. 16A-B and accordingly, are classified as equity instruments. 

The Fund continuously assesses the classification of the redeemable units. If the redeemable units cease to 

have any of the features or meet all the conditions set out in paragraphs 16A and 16B of International 

Accounting Standard (IAS 32), the Fund will reclassify them as financial liabilities and measure them at fair 

value at the date of reclassification, with any differences from the previous carrying amount recognized in 

net assets attributable to unit holders. The subscription and redemption of redeemable units are accounted for 

as equity transactions as long as units are classified as equity.  

(ii) Trading in the units 

Units of the Fund are made available for purchase only in the Kingdom of Saudi Arabia at Alinma Bank 

branches by natural and corporate persons. The net asset value of the Fund is determined on the Valuation 

Day by dividing the net value of assets (fair value of total assets minus liabilities) by the total number of 

outstanding units on the relevant Valuation Day. 

Net assets value per unit 

Net assets value per unit disclosed in the statement of financial position is calculated by dividing the net 

assets of the Funds by the number of units in issue at the period end. 

Revenue recognition 

Commission income on financial assets at amortized cost is calculated using the effective yield basis and is 

recognized in the statement of profit or loss. Commission income is calculated by applying the effective 

commission rate to the gross carrying amount of a financial asset except for financial assets that 

subsequently become credit-impaired. For credit-impaired financial assets, the effective interest rate is 

applied to the net carrying amount of the financial asset i.e. after deduction of the loss allowance. 

Income from investments in Murabaha placements is recognized on an effective yield basis. 

Realized gains and losses on financial assets carried at fair value through profit or loss sold are 

determined on a weighted average cost basis.  

Dividend income is recognized when declared (i.e. when the Fund’s right to receive the dividend is 

established). 

Zakat and income tax  

Zakat and income tax are the obligations of the Unit holders and are not provided for in the 

accompanying financial statements. 
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SIGNIFICANT ACCOUNTING POLICIES (continued) 

Management fee, custody fee and other expenses 

The Fund’s expenses include management, custody fee and other expenses. These expenses are recognised 

on accrual basis and are based on predetermined rates specified in the Terms and Conditions of the Fund. 

Detailed policies are as follows: 

Management fee 

The Fund Manager charges the Fund, on every valuation day, a management fee at an annual rate of 1.0% 

(2018: 1.0%) of the Fund's net assets value. These charges are calculated and accrued on each valuation day 

Custody fee 

The Fund Manager charges and accrues a custody fee at an annual rate of 0.03% (2018: 0.03%) of the net 

assets value at the end of each valuation day. The fund also accrues additional custody fee of SR 25 per 

transaction. 

Other fees 

The Fund Manager recovers from the Fund any other expense incurred on behalf of the Fund as per Terms 

and Conditions of the Fund. 

6. CASH AND CASH EQUIVALENTS 

 
 

 

31 December 

2019 

31 December 

2018 

Cash at bank  23,939 141,332 

Cash in investment account  373,440 110,875 

    
Murabaha placement with an original maturity of three 

months or less  - 1,014,001 
 

  
 

 
 397,379 1,266,208 

The balances are maintained with a local bank and investment account with broker. The cash and cash 

equivalents are held in the name of fund manager on behalf of the fund without any restriction. 

7. INVESTMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS 

  

31 December 

2019 

31 December 

2018 

    

Investments in listed equity securities  1,110,661 1,135,886 

The geographical dispersion of above investments is within the Kingdom of Saudi Arabia. 

7.1 NET CHANGES IN FAIR VALUE OF INVESTMENTS AT FAIT VALUE THROUGH 

PROFIT OR LOSS 

  

31 December 

2019 

31 December 

2018 

    

- Realized gain  35,836 384,219 

- Unrealized gain / (loss)  14,236 (62,717) 

  50,072 321,502 
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8. INVESTMENTS AT AMORTIZED COST 

31 December 

2019 

31 December 

2018 

Sukuk (maturity December 2020)  3,085,838 2,711,369 

Accrued income on Murabaha deposits and Sukuk  3,268 16,279 

  3,085,838 2,727,648 

 

9. ACCRUED AND OTHER LIABILITIES 

31 December 

2019 

31 December 

2018 

Accrued custody fee  122 20 

Management fee payable (note 10) 4,077 - 

Other fee 192,147 228,641 
 

 
 

 
196,346 228,661 

10. TRANSACTIONS AND BALANCES WITH RELATED PARTIES 

In the ordinary course of its activities, the Fund transacts business with related parties. Related party 

transactions are in accordance with the Terms and Conditions of the Fund. All related party transactions are 

approved by the Fund Board. Related parties comprise the Fund Board, Fund Manager, Alinma Bank (the 

“Parent Company of the Fund Manager”) and entities related to the Bank and the Fund Manager. 

Significant transactions with related parties in the ordinary course of Fund's business included in the 

financial statements are summarized below: 

   For the year ended 

Related party Relationship Transactions 
31 December 

 2019 

31 December 

 2018 

Alinma Investment 

Company 
Fund Manager 

Management fee 52,170 100,712 

Brokerage expense 2,524 7,209 

Fund Board 
Members of Fund 

Board Fund board fee 12,000 30,000 
 

Balances with the related parties included in the statement of financial position are as follows: 
 

Related party Relationship Balances 
31 December 

2019 
31 December 

2018 

Alinma Bank 

Parent Company of 

Fund  

Cash at bank 

23,939 141,332 
     

Alinma Investment 

Company 
Fund Manager 

Cash in investment 

account 
373,440  110,875 

  
Management fee 

payable 
4,077 - 

 

11. SEGMENT REPORTING 

The Fund carries a portfolio of equity instruments of entities listed on Saudi Stock Exchange. The Fund 

Manager periodically assesses the performance and allocates resources to the business as one unit and, as 

such, no separate operating segments were identified for financial reporting purposes. Consequently, 

segment reporting as required by IFRS 8 ‘Operating Segments’ has not been disclosed.  
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12. FAIR VALUE OF FINANCIAL INSTRUMENTS 

The financial instruments comprise financial assets and financial liabilities. The Fund's financial assets and 

liabilities consists of bank balances, financial assets at fair value through profit or loss, investment at 

amortized cost and other liabilities. 

Fair value is the amount for which as asset could be exchanged, or a liability settled between knowledgeable 

willing parties in an arm's length transaction. 

Assets and liabilities measured at fair value in the statement of financial position are grouped into three 

levels of fair value hierarchies. This grouping is determined based on the lowest level of significant inputs 

used in the fair value measurement, as follows: 

• Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities; 

• Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or 

liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and 

• Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs). 

Investments whose values are based on quoted market prices in active markets, and are therefore classified 

within Level 1, include active listed equity instruments. The Fund does not adjust the quoted price for these 

instruments. 

There were no transfers between the levels during the year. 

The following table analyses, within the fair value hierarchy, the Fund’s assets and liabilities (by class) 

measured at fair value at 31 December 2019, and 31 December 2018  

 Level 1 Level 2 Level 3 

Investments at fair value through profit or loss    

31 December 2019 1,592,831 - - 
    

31 December 2018 1,135,886 - - 
    
 

Classification of financial instrument 

 

31 December 

2019 

31 December 

2018 

Financial assets at amortized cost   
Cash and cash equivalents 397,379 1,266,208 

Investments at amortized cost 3,085,838 2,727,648 
 

Investments at fair value through profit or loss  

Investments in listed equity securities 1,110,661 1,135,886 

13. FINANCIAL RISK MANAGEMENT 

The principal investment objectives of the Fund are to provide investors with income and capital growth 

over the medium and long term by acquiring investments in equity and other instruments.  

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

The Fund Manager is responsible for identifying and controlling risks. The Fund Board supervises the Fund 

Manager, which 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.  
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FINANCIAL RISK MANAGEMENT (continued) 

The Fund uses different methods to measure and manage the various types of risk to which it is exposed; 

these methods are explained below. 

Credit risk  

Credit risk is the risk that one party to a financial instrument will fail to discharge its obligation and cause 

the other party to incur a financial loss. 

The Fund is exposed to credit risk on its bank balances, investment at amortized cost, accrued Murabaha 

income and dividend receivable. The Fund Manager seeks to limit its credit risk by monitoring credit 

exposures. The Fund does not have a formal grading mechanism. Credit risk is managed and controlled by  

monitoring credit exposures, limiting transactions with specific counter-parties, and continually assessing the 

creditworthiness of counter-parties. 

The table below shows the maximum exposure to credit risk for the components of the statement of financial 

position. 

 

31 December 

2019 

31 December 

2018 
   

Cash and cash equivalents 397,379 1,266,208 

Investments at amortized cost 3,085,838 2,727,648 
 

 
 

3,483,217 3,993,856 

The Fund’s cash and cash equivalents are held with banks and Fund Manager having sound credit rating. In 

respect of dividend receivable, the fund is not exposed to significant credit risk. 

 The Fund measures credit risk and expected credit losses using probability of default, exposure at default 

and loss given default. Management considers both historical analysis and forward looking information in 

determining any expected credit loss. 

All financial assets held at amortized cost were considered for ECL as on 31 December 2019 and 31 

December 2018. However, the impact of ECL on these assets was immaterial as the Fund is not exposed to 

significant credit risk and there is no history of default on recovery of these balances.  

Liquidity risk  

Liquidity risk is the risk that the Fund will encounter difficulty in raising funds to meet its commitments 

associated with financial liabilities. Liquidity risk may result from an inability to sell a financial asset 

quickly at an amount close to its fair value. 

The Fund’s Terms and Conditions provide for the subscription and redemptions of units on dealing days 

during the week and it is, therefore, exposed to the liquidity risk of meeting Unit holder’s redemptions. The 

Fund's investments are readily realizable, and the units can easily be redeemed at any time. The Fund 

Manager monitors the liquidity requirements on a regular basis and seeks to ensure that sufficient funds are 

available to meet any commitments as they arise. 

Market risk  

Commission rate risk 

Commission rate risk arises from the possibility that changes in market special commission rates will affect 

future profitability or the fair value of the financial instruments.  

As of the date of the statement of financial position, the Fund is not exposed to significant commission rate 

risk.  

Currency risk  

Currency risk is the risk that the value of a financial instrument will fluctuate due to a change in foreign 

exchange rates. 



ALINMA MULTI ASSETS DEFENSIVE FUND 
NOTES TO THE FINANCIAL STATEMENTS 

 

FOR THE PERIOD ENDED 31 DECEMBER 2019 
(All amounts in Saudi Riyals unless otherwise stated) 

19 

 

FINANCIAL RISK MANAGEMENT (continued) 

The functional currency of the Fund is Saudi Riyals. As the Fund's financial assets and financial liabilities 

are denominated in its functional currency, the Fund is not subject to currency 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 the financial instruments that the 

Fund holds. The Fund Manager closely monitors the price movement of its financial instruments listed at 

Saudi Stock Exchange. The Fund manages the risk through diversification of its investment portfolio by 

investing in various industry sectors. 

Industry concentration of the equity investments of the Fund is as follows: 

31 December 2019 31 December 2018 

Industry group % SR % SR 

Bank 30 339,301 28 317,882 

Energy 10 108,182 4 44,789 

Food and Staples Retailing 3 32,518 4 44,928 

Insurance 3 38,120 9 97,641 

Materials 21 229,586 43 488,985 

Retailing 11 118,271 3 36,631 

Telecommunication Services 11 128,154 9 105,030 

Food and Beverages 6 65,192 - - 

Real estate management and development 3 32,760 - - 

Capital Goods 2 18,577 - - 

 
100 1,110,661 100 1,135,886 

The effect of a 10% increase in the value of the equity investments held at the reporting date would, all other 

variables held constant, have resulted in an increase in the net gain on financial assets at fair value through 

profit or loss and net assets of SR 111,066 (201: SR 113,588). A 10% decrease in their value would, on the 

same basis, have decreased the net gain on financial assets at fair value through profit or loss and net assets 

by the same amount. 

14. CAPITAL MANAGEMENT 

The capital of the Fund is represented by net assets attributable to holders of redeemable units. The net assets 

amount of equity attributable to holders of redeemable units can change significantly on each valuation day, 

as the Fund is subject to subscriptions and redemptions at the discretion of unit holders on every valuation 

day, as well as changes resulting from the Fund’s performance. The Fund’s objective when managing capital 

is to safeguard the Fund’s ability to continue as a going concern in order to provide returns for unit holders, 

provide benefits for other stakeholders and maintain a strong capital base to support the development of the 

investment activities of the Fund. 

The Fund Board and the Manager monitor capital on the basis of the value of net assets attributable to Unit 

holders. 

15. UNIT VALUE RECONCILIATION  

In accordance with CMA circular no. 1/6/1872/17 dated 13 Rabi Al-Thani 1439H (corresponding to 

December 31, 2017), the CMA Board decided on 10 Rabi Al-Thani 1439H (corresponding to 28 December 

2017) to restrict the recording of expected credit losses calculated in accordance with IFRS 9 only for the 

purpose of the investment fund’s financial statements.  

All financial assets held at amortized cost were considered for ECL as on 31 December 2019 and 31 

December 2018. However, the impact of ECL on these assets was immaterial. Accordingly, these financial 

statements do not contain any ECL adjustment and therefore reconciliation of the unit price calculated 

according to the applicable financial reporting framework to the unit price calculated for the purpose of unit 

transactions is not required. 
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16. LAST VALUATION DAY 

The last valuation day for the purpose of the preparation of these financial statements is 31 December 2019 

(2018: 31 December 2018). 

17. RECLASSIFICATION 

Comparative figures in the statement of cash flows have been reclassified to conform to the current year 

presentation. 

18. SUBSEQUENT EVENTS 

The existence of novel coronavirus (COVID-19) was confirmed in early 2020 and has spread across the 

globe, causing disruptions to businesses, economic and stock market activity including in the Kingdom of 

Saudi Arabia. The Fund considers this outbreak to be a non-adjusting post balance sheet event. As the 

situation is fluid and rapidly evolving, we do not consider it practicable to provide a quantitative estimate of 

the potential impact of this outbreak on the Fund. 

19. APPROVAL OF THE FINANCIAL STATEMENTS 

These financial statements were approved by the Fund’s Board on 14 Sha’ban 1441H (corresponding to  

7 April 2020G). 

 


