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KPMG Lower Gulf Limited
Level 19, Nation Tower 2
Abu Dhabi Corniche, Abu Dhabi, UAE
Tel. +971 (2) 401 4800, Fax +971 (2) 632 7612

Independent Auditors' Report on Review of Condensed
Interim Financial Statements
To the Unit holders of NBAD Sukuk Income Fund
Introduction
We have reviewed the accompanying 30 June 2018 condensed interim financial
statements of NBAD Sukuk Income Fund (the "Fund") which comprises:

•
•
•

•

•

the condensed interim statement of financial position as at 30 June 2018;
the condensed interim statement of comprehensive income for the six-month
period ended 30 June 2018;
the condensed interim statement of changes in net assets attributable to holders
of redeemable units for the six-month period ended 30 June 2018;
the condensed interim statement of cash flows for the six-month period ended
30 June 2018; and
notes to the condensed interim financial statements.

Management is responsible for the preparation and presentation of these condensed
interim financial statements in accordance with IAS 34, 'Interim Financial Reporting'.
Our responsibility is to express a conclusion on these condensed interim financial
statements based on our review.

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

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that
the accompanying 30 June 2018 condensed interim financial statements is not
prepared, in all material respects, in accordance with IAS 34, 'Interim Financial
Reporting'.

KPMG Lower Gulf Limited

s
Saif Fayez Shawer
Registration No.: 1131
Abu Dhabi, United Arab Emirates
Date: 1 7 JAN 2019
1
KPMG Lower Gulf Limited is a member firm of the KPMG network of independent member firms affiliated with KPMG International
Cooperative ("KPMG International"), a Swiss entity. All rights reserved.
KPMG Lower Gulf Limited is registered and licensed as a foreign branch under the laws of the United Arab Emirates

NBAD Sukuk Income Fund
Condensed interim statement of financial position
as at

Note
Assets
Financial assets at fair value through profit or loss
Other receivables and prepayments
Cash and cash equivalents

6

Total assets

Liabilities
Dividends payable
Payable against purchase of investments
Due to related parties
Other liabilities
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Total liabilities

Net assets attributable to holders of redeemable units

Number of units outstanding
Net asset value per unit (USD)

Martin Costa
VP -Middle Office
Investment Management

30 June
2018
USD
(Unaudited)

31 December
2017
USD
. (Audited)

35,338,317
348,111
2,692,124

42,247,575
351,606
110,167

38,378,552

42,709,348

814,624
559,472
316,456
74,979

360,112

1,765,531

418,153

36,613,021

42,291,195

8,194,361

9,104,274

4.47

4.65

58,041

Shiraz Habib
MD & Head of-Product &
Investments Solutions

The accompanying notes set out on pages 6 to 21 form an integral part of these financial statements.
The independent auditors’ report on review condensed interim financial statements is set out on page 1.

NBAD Sukuk Income Fund
Condensed interim statement of comprehensive income
for the six month period ended 30 June (Unaudited)

Note

Net loss on financial instruments at fair value
through profit or loss
Profit income
Other income
Net foreign exchange loss

8

Total net operating income

2018
USD

(1,075,166)
942,944
-

2017
USD

(141,319)
945,445
9,223
(12)

(132,222)

813,337

(206,385)
(43,243)

(166,623)
(37,880)

Total operating expenses

(249,628)

(204,503)

(Loss) / profit for the period

(381,850)

608,834

Management fees
Other operating expenses

7

The accompanying notes set out on pages 6 to 21 form an integral part of these financial statements.
The independent auditors’ report on review condensed interim financial statements is set out on page 1

NBAD Sukuk Income Fund
Condensed interim statement of changes in net assets attributable to holders
of redeemable units
for the six month period ended 30 June (Unaudited)

Number of
units

Net assets
attributable to
unit holders
USD

At 1 January 2017
Issue of units during the period
Redemption of units during the period
Profit for the period

6,619,908
1,459,171
(493,917)
-

31,186,440
7,022,998
(2,374,947)
608,834

At 30 June 2017

7,585,162

36,443,325

9,104,274
481,968
(1,391,881)
-

42,291,195
2,172,692
(6,441,451)
(381,850)
(1,027,565)

8,194,361

36,613,021

At 1 January 2018
Issue of units during the period
Redemption of units during the period
Loss for the period
Dividend to holders of redeemable units

At 30 June 2018

NBAD Sukuk Income Fund
Condensed interim statement of cash flows
for the six month period ended 30 June (Unaudited)

2018
USD

2017
USD

(381,850)

608,834

6,909,258
3,495
(43,656)
16,938
559,472

(3,470,952)
2,151,204
167,248
(2,663,581)
*

7,063,657

(3,207,247)

Proceeds from issue of units
Payments on redemption of units
Cash dividend paid

2,172,692
(6,441,451)
(212,941)

7,507,500
(2,374,947)
-

Net cash (used in) / from financing activities

(4,481,700)

5,132,553

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the period

2,581,957
110,167

1,925,306
475,674

Cash and cash equivalents at the end of the period

2,692,124

2,400,980

Note

Cash flows from operating activities
(Loss) / profit for the period

Changes in working capital:
Financial assets at fair value through profit or loss
Other receivables
Due to related parties
Other liabilities
Payable against purchase of investments
Net cash generated / (used in) from operating activities
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7

Cash flows from financing activities

The accompanying notes set out on pages 6 to 21 form an integral part of these financial statements.
The independent auditors’ report on review condensed interim financial statements is set out on page 1.

NBAD UAE Growth Fund
Notes to the condensed interim financial statements
for the six month period ended 30 June 2018
1

Legal status and principal activities
NBAD Sukuk Income Fund (the “Fund”) is an open ended investment fund established in the
UAE by National Bank of Abu Dhabi PJSC (the “Fund Manager”) based on resolution number
164/8/94 issued by the Board of Directors of the UAE Central Bank and with the approval of
the Securities and Commodities Authority of the UAE. The Fund is not a separately
incorporated entity and its activities are managed by the Fund Manager and administered by
Deutsche Securities and Services, Dubai Branch, UAE (the “Fund Administrator”). On 1
September 2018, Apex Fund Services limited - Abu Dhabi took over the administration of the
Fund.

On 7 December 2016, Shareholders of National Bank of Abu Dhabi PJSC (“NBAD”) and First
Gulf Bank PJSC (“FGB”) approved the merger of the two banks pursuant to Article 283(1) of
UAE Federal Law No. 2 of 2015 Concerning Commercial Companies (the Law). The merger
was effected through the issuance of 1.254 new NBAD shares for every 1 share in FGB on
close of business 30 March 2017, subsequent to which FGB shares were delisted from Abu
Dhabi Securities Exchange. On 25 April 2017, NBAD shareholders approved the proposal to
change the name of the combined bank to ‘First Abu Dhabi Bank’ (the “Bank”) and have its
registered office in FAB Building, Khalifa Business Park 1 Al Qurum P. O Box 6316 Abu
Dhabi, United Arab Emirates.

The Fund aims to provide attractive levels of income with prospect of capital gains over the
medium term through actively investing in a mix of fixed income and money market
instruments, including but not limited to corporate and sovereign sukuk and other Islamic
money market instruments, including but not limited to certificates of deposits, collateralised
murabaha, convertible sukuk, murabaha deposits, ijarah and investments in other Islamic
collective investment schemes (investment funds) with objectives that the Investment Manager
believes are appropriate in light of the Fund’s objectives.
The applicable prospectus was issued on 2 May 2012 (“date of inception”). It was approved by
the Central Bank of the UAE and is available upon request from the Fund Manager’s registered
office at P.O. Box 4, Abu Dhabi, United Arab Emirates.

2

Basis of preparation
These condensed interim financial statements have been prepared in accordance with the
International Accounting Standard (“IAS”) 34, Interim Financial Reporting. Selected
explanatory notes are included to explain events and transactions that are significant to an
understanding of the changes in financial position and performance of the Fund since the last
annual financial statements for the year ended 31 December 2017. They do not include all of
the information required for full annual financial statements prepared in accordance with
International Financial Reporting Standards (IFRSs).
These condensed interim financial statements were approved on behalf of the Fund Manager on

17 JAN 2019

.

NBAD Sukuk Income Fund

Notes to the condensed interim financial statements
for the six month period ended 30 June 2018
3

Significant accounting policies
The accounting policies applied by the Fund in these condensed interim financial statements
are the same as those applied by the Fund in its financial statements as at and for the year
ended 31 December 2017 except for the new amendments or interpretations that became
applicable and were adopted during the period. These amendments do not have any material
impact on these financial statements.
The condensed interim financial statements have been prepared under the historical cost
convention as modified by the revaluation of financial assets and liabilities at fair value through
profit or loss. The condensed interim financial statements are presented in United States Dollar
(USD), which is the Fund’s functional and presentational currency.

a)

Dividend income and dividend expense

Dividend income is recognized in profit or loss on the date on which the right to receive
payment is established. For quoted securities, this is usually the ex-dividend date. For unquoted
equity securities, this is usually the date on which the shareholders approve the payment of a
dividend. Dividend income from equity securities designated as at FVTPL is recognized in
profit or loss in a separate line item.
The fund incurs expenses on short positions in equity securities equal to the dividend due on
these securities. Such dividend expense is recognized in profit or loss as operating expense
when the shareholder’ right to receive payment is established.
b)

Net gain from financial instruments at FVTPL
Net gain from financial instrument at FVTPL includes all realized and unrealized fair value
changes and foreign exchange differences. But excluded interest and dividend income, and
dividend expenses on securities sold short.Net realized gain from financial instrument at
FVTPL is calculated using the average cost method.

c)

Fees and commission expenses
Fees and commission expenses are recognized in profit or loss as the related services are
received.

d)

Financial asset andfinancial liabilities
(i) Recognition and initial measurement

Financial asset and financial liabilities at FVTPL are initially recognized on the trade date,
which is the date on which the Fund becomes a party to the contractual provisions of the
instrument. Other financial assets and financial liabilities are recognized on the date on which
they are originated.

NBAD Sukuk Income Fund

Notes to the condensed interim financial statements
for the six month period ended 30 June 2018
3

Significant accounting policies (continued)

d)

Financial asset andfinancial liabilities (continued)
Financial assets and financial liabilities at FVTPL are initially recognized at fair value, with
transaction costs recognized in profit or loss. Financial assets or financial liabilities not at
FVTPL are initially recognized at fair value plus transaction costs that are directly attributable
to their acquisition or issue.

(ii) Classification and subsequent measurement
Financial assets
On initial recognition, a financial asset is classified as measured at: amortised cost; FVOCI —
debt investment; FVOCI - equity investment; or FVTPL.

Financial assets are not reclassified subsequent to their initial recognition unless the Fund
changes its business model for managing financial assets in which case all affected financial
assets are reclassified on the first day of the first reporting period following the change in the
business model.
A financial asset is measured at amortised cost if it meets both of the following conditions and
is not designated as at FVTPL:
it is held within a business model whose objective is to hold assets to collect contractual
cash flows; and
its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

A debt investment is measured at FVOCI if it meets both of the following conditions and is not
designated as at FVTPL:
it is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets; and
its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.
On initial recognition of an equity investment that is not held for trading, the Fund may
irrevocably elect to present subsequent changes in the investment’s fair value in OCI. This
election is made on an investment-by-investment basis.

All financial assets not classified as measured at amortised cost or FVOCI as described above
are measured at FVTPL. This includes all derivative financial assets. On initial recognition, the
Fund may irrevocably designate a financial asset that otherwise meets the requirements to be
measured at amortised cost or at FVOCI as at FVTPL if doing so eliminates or significantly
reduces an accounting mismatch that would otherwise arise.

NBAD Sukuk Income Fund

Notes to the condensed interim financial statements
for the six month period ended 30 June 2018
3

Significant accounting policies (continued)

e)

Financial asset andfinancial liabilities (continued)

(ii) Classification and subsequent measurement (continued)

Financial assets: Business model assessment
The Fund makes an assessment of the objective of the business model in which a financial asset
is held at a portfolio level because this best reflects the way the business is managed and
information is provided to management. The information considered includes:
- the stated policies and objectives for the portfolio and the operation of those policies in
practice. These include whether management’s strategy focuses on earning contractual
interest income, maintaining a particular interest rate profile, matching the duration of the
financial assets to the duration of any related liabilities or expected cash outflows or
realising cash flows through the sale of the assets;
- how the performance of the portfolio is evaluated and reported to the Fund’s management;

-

the risks that affect the performance of the business model (and the financial assets held within
that business model) and how those risks are managed;
how managers of the business are compensated - e.g. whether compensation is based on the
fair value of the assets managed or the contractual cash flows collected; and
the frequency, volume and timing of sales of financial assets in prior periods, the reasons for
such sales and expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for derecognition
are not considered sales for this purpose, consistent with the Fund’s continuing recognition of
the assets.
Financial assets that are held for trading or are managed and whose performance is evaluated
on a fair value basis are measured at FVTPL.
Financial assets: Assessment whether contractual cash flows are solely payments ofprincipal
and interest
For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset
on initial recognition. ‘Interest’ is defined as consideration for the time value of money and for
the credit risk associated with the principal amount outstanding during a particular period of
time and for other basic lending risks and costs (e.g. liquidity risk and administrative costs), as
well as a profit margin.
In assessing whether the contractual cash flows are solely payments of principal and interest,
the Fund considers the contractual terms of the instrument. This includes assessing whether the
financial asset contains a contractual term that could change the timing or amount of
contractual cash flows such that it would not meet this condition. In making this assessment,
the Fund considers:

NBAD Sukuk Income Fund

Notes to the condensed interim financial statements
for the six month period ended 30 June 2018
3

Significant accounting policies (continued)

j)

Financial asset andfinancial liabilities (continued)

(ii) Classification and subsequent measurement (continued)

-

contingent events that would change the amount or timing of cash flows;
terms that may adjust the contractual coupon rate, including variable rate features;
prepayment and extension features; and
terms that limit the Fund’s claim to cash flows from specified assets (e.g. non-recourse
features).
A prepayment feature is consistent with the solely payments of principal and interest criterion if
the prepayment amount substantially represents unpaid amounts of principal and interest on the
principal amount outstanding, which may include reasonable additional compensation for early
termination of the contract. Additionally, for a financial asset acquired at a significant discount
or premium to its contractual par amount, a feature that permits or requires prepayment at an
amount that substantially represents the contractual par amount plus accrued (but unpaid)
contractual interest (which may also include reasonable additional compensation for early
termination) is treated as consistent with this criterion if the fair value of the prepayment
feature is insignificant at initial recognition.

Financial assets: Subsequent measurement and gains and losses
Financial assets at amortised cost are subsequently measured at amortised cost using the
effective interest method. The amortised cost is reduced by impairment losses. Interest income,
foreign exchange gains and losses and impairment are recognised in profit or loss. Any gain or
loss on derecognition is recognised in profit or loss.
(iii) Derecognition

Financial assets
The Fund derecognises a financial asset when the contractual rights to the cash flows from the
financial asset expire, or it transfers the rights to receive the contractual cash flows in a
transaction in which substantially all of the risks and rewards of ownership of the financial asset
are transferred or in which the Fund neither transfers nor retains substantially all of the risks and
rewards of ownership and it does not retain control of the financial asset.
The Fund enters into transactions whereby it transfers assets recognised in its statement of
financial position, but retains either all or substantially all of the risks and rewards of the
transferred assets. In these cases, the transferred assets are not derecognised.

NBAD Sukuk Income Fund

Notes to the condensed interim financial statements
for the six month period ended 30 June 2018
3

Significant accounting policies (continued)

g)

Financial asset andfinancial liabilities (continued)

. (Hi) Derecognition (continued)
Financial liabilities
The Fund derecognises a financial liability when its contractual obligations are discharged or
cancelled, or expire. The Fund also derecognises a financial liability when its terms are
modified and the cash flows of the modified liability are substantially different, in which case a
new financial liability based on the modified terms is recognised at fair value. On derecognition
of a financial liability, the difference between the carrying amount extinguished and the
consideration paid (including any non-cash assets transferred or liabilities assumed) is
recognised in profit or loss.

(iv) 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.
(v) Impairment
Financial instruments and contract assets. The Fund recognises loss allowances for ECLs on:
• financial assets measured at amortised cost;
• debt investments measured at FVOCI; and
• contract assets (as defined in IFRS 15).

The Fund measures loss allowances at an amount equal to lifetime ECL, except for the
following, which are measured as 12-month ECL:
• debt securities that are determined to have low credit risk at the reporting date; and
• other debt securities and bank balances for which credit risk (i.e. the risk of default occurring
over the expected life of the financial instrument) has not increased significantly since initial
recognition.
Loss allowances for trade receivables and contract assets are always measured at an amount
equal to lifetime ECL.
When determining whether the credit risk of a financial asset has increased significantly since
initial recognition and when estimating ECL, the Fund considers reasonable and supportable
information that is relevant and available without undue cost or effort. This includes both
quantitative and qualitative information and analysis, based on the Fund’s historical experience
and informed credit assessment and including forward-looking information.
The Fund assumes that the credit risk on a financial asset has increased significantly if it is
more than 30 days past due.

NBAD Sukuk Income Fund

Notes to the condensed interim financial statements
for the six month period ended 30 June 2018
3

Significant accounting policies (continued)

d)

Financial asset andfinancial liabilities (continued)
(v) Impairment (continued)
The Fund considers a financial asset to be in default when:
- the borrower is unlikely to pay its credit obligations to the Fund in full, without recourse by
the Fund to actions such as realising security (if any is held); or
the financial asset is more than 90 days past due

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of
a financial instrument.
12-month ECLs are the portion of ECLs that result from default events that are possible within
the 12 months after the reporting date (or a shorter period if the expected life of the instrument
is less than 12 months).
The maximum period considered when estimating ECLs is the maximum contractual period
over which the Fund is exposed to credit risk.
Measurement ofECLs
ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the
present value of all cash shortfalls (i.e. the difference between the cash flows due to the entity in
accordance with the contract and the cash flows that the Fund expects to receive).
ECLs are discounted at the effective interest rate of the financial asset.

Credit-impairedfinancial assets
At each reporting date, the Fund assesses whether financial assets carried at amortised cost and
debt securities at FVOCI are credit-impaired. A financial asset is ‘credit-impaired’ when one or
more events that have a detrimental impact on the estimated future cash flows of the financial
asset have occurred.
Evidence that a financial asset is credit-impaired includes the following observable data:
significant financial difficulty of the borrower or issuer;
a breach of contract such as a default or being more than 90 days past due;
the restructuring of a loan or advance by the Fund on terms that the Fund would not
consider otherwise;
it is probable that the borrower will enter bankruptcy or other financial reorganisation; or
the disappearance of an active market for a security because of financial difficulties.
-

Presentation of allowance for ECL in the statement offinancial position
Loss allowances for financial assets measured at amortised cost are deducted from the gross
carrying amount of the assets. For debt securities at FVOCI, the loss allowance is charged to
profit or loss and is recognised in OCI.

NBAD Sukuk Income Fund

Notes to the condensed interim financial statements
for the six month period ended 30 June 2018
3

Significant accounting policies (continued)

d)

Financial asset andfinancial liabilities (continued)

(vi) Write-off
The gross carrying amount of a financial asset is written off (either partially or in full) to the
extent that there is no realistic prospect of recovery. This is generally the case when the Fund
determines that the debtor does not have assets or sources of income that could generate
sufficient cash flows to repay the amounts subject to the write-off. However, financial assets
that are written off could still be subject to enforcement activities in order to comply with the
Fund’s procedures for recovery of amounts due.
(vii)

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 for pricing
information on an ongoing basis. The Fund measures instruments quoted in an active market
at a bid-price, because this price provides a reasonable approximation of the exit price.
e)

Redeemable units
Redeemable units are classified as equity instruments when:

-

The redeemable units entitle the holder to a pro rata share of the Fund’s net assets in the
event of the Fund’s liquidation
The redeemable units are in the class of instruments that is subordinate to all other classes
of instruments
All redeemable units in the class of instruments that is subordinate to all other classes of
instruments have identical features
The redeemable units do not include any contractual obligation to deliver cash or another
financial asset other than the holder’s rights to a pro rata share of the Fund’s net assets
The total expected cash flows attributable to the redeemable shares 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.

NBAD Sukuk Income Fund

Notes to the condensed interim financial statements
for the six month period ended 30 June 2018
3

Significant accounting policies (continued)

e)

Redeemable units (continued)

In addition to the redeemable units having all of the above features, the Fund must have no other
financial instrument or contract that has:

-

-

4

Total cash flows 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.
The effect of substantially restricting or fixing the residual return to the redeemable unit
holders.
The Fund continuously assesses the classification of the redeemable units. If the
redeemable units cease to have all the features, or meet all the conditions set out, to be
classified as equity, 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 recognised in equity. If the redeemable units subsequently have all the
features and meet the conditions to be classified as equity, the Fund will reclassify them
as equity instruments and measure them at the carrying amount of the liabilities at the
date of the reclassification.

Estimates
The preparation of interim financial statements requires the Fund Manager to make judgments,
estimates and assumptions that affect the application of accounting policies and reported
amounts of assets and liabilities, income and expense. Actual results may differ from these
estimates.
In preparing condensed interim financial statements, the significant judgments made by Fund
Manager in applying the Fund’s accounting policies and the key sources of estimation
uncertainty were the same as those applied to financial statements as at and for the year ended
31 December 2017.

NBAD Sukuk Income Fund

Notes to the condensed interim financial statements
for the six month period ended 30 June 2018
5

Financial risk management

5.1

Financial risk factors

The Fund’s activities expose it to a variety of financial risks: market risk (including currency
risk, cash flow interest rate risk and price risk), liquidity risk and credit risk.
The condensed interim financial statements do not include all financial risk management
information and disclosures required in the annual financial statements; they should be read in
conjunction with the Fund’s annual financial statements as at 31 December 2017.
There have been no changes in the risk management department or in any risk management
policies since the year end.

a)

Credit risk
Credit risk is the risk that one party to a financial instrument will cause a financial loss to the
other party by failing to discharge an obligation. Credit risk arises from cash and cash
equivalents, deposits with banks and financial institutions, investments in equity securities and
certain other assets as well as credit exposures to customers, including outstanding receivables
and committed transactions. The Fund’s bank balances are with the Fund Manager.

The Fund’s maximum credit risk exposure as at 30 June 2018 is represented by the respective
carrying amounts of the relevant financial assets in the condensed interim statement of financial
position.

b)

Liquidity risk
The Fund manages its liquidity risk by investing predominantly in listed investments which
allows the Fund to maintain sufficient liquidity to meet redemptions.

c)

Market risk
Market risk is the risk that changes in market prices such as interest rates, foreign exchange
rates, equity prices and credit spreads will affect the Fund’s income or the fair value of its
holdings of financial instruments.

The fund’s strategy on the management of the market risk is driven by its investment objectives
and guidelines. The fund’s market risk is managed on a daily basis by the Fund Manager in
accordance with the policies and procedures in place.
d)

Currency risk
Currency risk arises when future commercial transactions or recognized assets or liabilities are
denominated in a currency that is not the Fund’s functional currency.

Currency risk is limited as the Fund's transactions are principally in USD dollar. As the UAE
dirham is pegged with USD dollar transactions in UAE dirham are not considered to present
significant foreign currency risk.

NBAD Sukuk Income Fund

Notes to the condensed interim financial statements
for the six month period ended 30 June 2018
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Financial risk management (continued)

5.1

Financial risk factors (continued)

e)

Price risk
The Fund is exposed to financial instruments price risk because of investments held by the Fund
and classified on the condensed interim statement of financial position as financial assets at fair
value through profit or loss. Price risk is managed by the Fund Manager by constructing a
diversified portfolio of instruments, in different industry sectors and traded on different
markets. Under normal circumstances the Fund invests in the trading instruments in accordance
with the investment guidelines.

6

Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss comprise quoted and unquoted financial
instruments. There are no pledged financial assets at fair value through profit or loss.
The distribution of the investments on a country wise basis is as shown below:

Quotedfinancial instruments
GCC
Indonesia
Supranational
Turkey
Malaysia

Unquotedfinancial instruments
Columbia

7

Related parties

a)

Identity of related parties

30 June
2018
USD
(Unaudited)

31 December
2017
USD
(Audited)

32,102,817
1,735,500
1,500,000
-

33,838,097
3,181,758
1,512,510
2,855,514
701,211

35,338,317

42,089,090

-

158,485

35,338,317

42,247,575

-

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. Related
parties comprise members of the Advisory Board and Investment Committee and the Fund
Manager and the entities controlled by them. In the ordinary course of business, the Fund renders
and receives services from such related parties at agreed rates, terms and conditions set out by the
Fund Manager.

NBAD Sukuk Income Fund
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Related parties (continued)

b)

Terms and conditions

Key terms and conditions are shown below:

Fees
The Fund manager is entitled to the following fees as set out in the term sheet:
i.
Management fee, accrued daily and charged on a quarterly basis to the Fund Manager, of
1% of the NAV p.a.; and
ii.

c)

Annual Registrar and Transfer Agent fee of the higher of USD 10,000 or 0.05% of assets
under management is charged by the Fund Manager. Additionally, a one-time fee of USD
25 per investor is charged as initial set-up cost and USD 5 is charged per transaction
involving dividend processing and distribution.

Balances
Balances with related parties at the reporting dates are shown below:

Due to related parties
Management fee payable to the Fund Manager
Registrar and transfer agent fee payable

30 June
2018
USD
(Unaudited)

31 December
2017
USD
(Audited)

306,628
9,828

310,070
50,042

316,456

360,112

The Fund does not have financial assets at fair value through profit or loss included in equity
investments that are held by a related party on behalf of the Fund.
d)

Transactions

Transactions with related parties included in the condensed interim statement of comprehensive
income are shown below:
Six month
Six month
period ended period ended
30 June 2018
30 June 2017
USD
USD
(Unaudited)
(Unaudited)
Management fees
VAT Management Fees
Registrar and transfer agent fee

196,558
9,827
10,319

166,623
8,331

The Fund is managed by the Fund Manager and there are no key management personnel of the
Fund.

NBAD Sukuk Income Fund

Notes to the condensed interim financial statements
for the six month period ended 30 June 2018
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Related parties (continued)
d) Transactions (continued)

In accordance with Article 8.2 of the Prospectus, a management fee of 1% per annum of the
Fund’s NAV is payable monthly to the Fund Manager, calculated and accrued on a daily basis.
No performance fee was charged during the current period (30 June 2017: nil) as the
performance threshold was not met. The Fund is managed by the Fund Manager who appoints
the key management personnel.
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Net loss on financial instruments at fair value through profit or loss
Six month
Six month
period ended period ended
30 June 2018
30 June 2017
USD
USD
(Unaudited)
(Unaudited)

Realised loss
Unrealised loss

(182,837)
(892,329)

(112,016)
(29,303)

(1,075,166)

(141,319)

The realized gain / (loss) from financial instrument at FVTPL represents the difference between
the weighted average carrying cost of a financial instrument at the date of settlement and its
settlement price.
The unrealised gain / (loss) from FVTPL represents the difference between carrying amount of
financial instrument at the beginning of the period, or the transaction price if it was purchased
in the current reporting period, and its carrying amount at the end of the reporting period.

NBAD Sukuk Income Fund
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Financial assets and liabilities
The table below shows the classification of financial assets and liabilities.
At fair value
At
through profit
Amortised
or loss
cost
USD
USD
As at 30 June 2018 (Unaudited)
Financial assets
Financial assets at fair value through
profit or loss
35,338,317
Other receivables
348,111
Cash and cash equivalents
2,692,124

Financial liabilities
Dividends payable
Payable against purchase of investments
Due to related parties
Other liabilities

As at 31 December 2017 (Audited)
Financial assets
Financial assets at fair value through
profit or loss
Other receivables and prepayments
Cash and cash equivalents

Financial liabilities
Due to related parties
Other liabilities

Total
USD

35,338,317
348,111
2,692,124

35,338,317

3,040,235

38,378,552

-

814,624
559,472
316,456
74,979

814,624
559,472
316,456
74,979

-

1,765,531

1,765,531

42,247,575
-

351,606
110,167

42,247,575
351,606
110,167

42,247,575

461,773

42,709,348

—
-

360,112
58,041

360,112
58,041

-

418,153

418,153

All financial assets and liabilities are measured at amortized cost except for held for trading
investments which are measured at fair value either by reference to published price quotations
in an active market or by using some valuation technique.

NBAD Sukuk Income Fund
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Financial assets and liabilities (continued)
Financial instruments measured at fair value - hierarchy
The table below analyses financial instruments measured at fair value at the end of the reporting
period, by the level in the fair value hierarchy into which the fair value measurement is
categorised:
Level 1
Level 2
Level 3
Total
USD
USD
USD
USD

As at 30 June 2018 (Unaudited)
Financial assets at fair value through
profit or loss

35,338,317

-

As at 31 December 2017 (Audited)
Financial assets at fair value through
profit or loss

42,089,090

-

-

158,485

35,338,317

42,247,575

Fair value is the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable willing parties in an arm's length transaction. Consequently, differences can
arise between book values and the fair value estimates. Underlying the definition of fair value is
the presumption that the Fund is a going concern without any intention or requirement to
materially curtail the scale of its operation or to undertake a transaction on adverse terms.

The Fund measures fair values using the following fair value hierarchy that reflects the
significance of the inputs used in making the measurements:
Level 1: Quoted market price (unadjusted) in an active market for an identical instrument.

Level 2: Valuation techniques based on observable inputs, either directly (i.e. as prices) or
indirectly (i.e. derived from prices).This category includes instruments valued using: quoted
market prices in active markets for similar instruments; quoted prices for identical or similar
instruments in markets that are considered less than active; or other valuation techniques for
which all significant inputs are directly or indirectly observable from market data.
Level 3: Valuation techniques using significant unobservable inputs. This category includes all
instruments where the valuation technique includes inputs not based on observable data and the
unobservable inputs have a significant effect on the instruments valuation. This category
includes instruments that are valued based on quoted prices for similar instruments where
significant unobservable adjustments or assumptions are required to reflect differences between
the instruments.

NBAD Sukuk Income Fund
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Financial assets and liabilities (continued)
Financial instruments measured at fair value - hierarchy (continued)

All of the Funds' investments in quoted equity securities are held at fair value at the end ofthe
reporting period and as at 31 December 2017, and are categorised under Level 1 of the fair
value hierarchy.
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Dividend to holders of redeemable units
Six month
period ended
30 June 2018
USD
(Unaudited)

Dividend to holders ofredeemable units
No of units entitled to the dividend
Dividend per units

11

Six month
period ended
30 June 2017
USD
(Unaudited)

1,027,565
7,823,224
0.1313

Redeemable units
The Fund's redeemable units are subject to a minimum subscription amount. The Fund has a
cut-off date which is the last day the investment manager can accept duly completed
subscription agreements or redemption notices. Redemption notices are subject to a minimum
value. Under extraordinary circumstances, the Fund also has the ability to suspend redemptions
or initiate compulsory redemption if this is deemed to be in the best interest of all unit holders.
The relevant movements are shown on the condensed interim statement ofchanges in net assets
attributable to holders ofredeemable units. In accordance with the objectives outlined in Note 1
and the risk management policies in Note 5 the Fund endeavours to invest the subscriptions
received in appropriate investments while maintaining sufficient liquidity to meet redemptions.

I
L
I_
L
L

The Fund's net asset value per unit is USD 4.47 as at 30 June 2018 and USD 4.65 as at 31
December 2017.
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