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Al Rajhi Capital is a Saudi Limited Liability Company (Commercial Registration: 1010241681) with a 

paid-up capital of SAR 500 million, and regulated by Saudi Arabia’s Capital Market Authority (License 

number: 37-07068). The Company provides asset management, brokerage and investment banking 

services under the CMA-licensed activities of: Dealing as a Principal, Agent and Underwriter, and 

Managing Investment Funds and Discretionary Portfolios, in addition to Arranging, Advising and 

Custody.

The company has been converted to a close joint stock company on February 28, 2017.

Al Rajhi Capital
King Fahad Road

PO Box 5561
Riyadh 11432

Kingdom of Saudi Arabia
T: (+966) 11 211 9292
F: (+966) 11 211 9299

www.alrajhi-capital.com
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1. Corporate Profile

Al Rajhi Capital

Founded in 2008, Al Rajhi Capital is a leading financial services company which 
provides a range of diverse, innovative Sharia-compliant financial products and 
services. As the investment banking subsidiary of Al Rajhi Bank, one of the largest 
Islamic banks in the world with assets of SAR 340 billion, Al Rajhi Capital combines 
the strength and resources of its regional presence with best-in-class investment 
advice, product portfolios and insightful research, to deliver fully-integrated and 
streamlined solutions. 

Capitalizing on this world-class experience and through the expertise of its 
investment teams, Al Rajhi Capital is a market leader in the delivery of bespoke 
financial and investment solutions which address the ever-changing needs of clients, 
institutional investors and high-net-worth individuals. Headquartered in Riyadh, 
and operating from 17 offices across Saudi Arabia with over 240 employees, Al Rajhi 
Capital is uniquely positioned to provide its client base with seasoned advice based 
on global experience and regional expertise.

Vision

To be the leading investment firm in Saudi Arabia providing reliable, trustworthy 
and innovative solutions to satisfy our clients’ needs and help them succeed 
financially. We seek to acquire and maintain leadership positions in each of our 
chosen business lines.

Values

We will be guided by our values to achieve our vision:
• Professionalism
• Recurring value to customers
• Integrity
• Dependability
• Employer of choice
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2. Operational Highlights

• Ranked number one broker on Tadawul and grew market share to 19.02%. 

• Implemented new institutional brokerage trading platform.

• Total assets under management rose by 8.7% from SAR 36.2 to SAR 39.3 billion.

• Launched Al Rajhi Saudi Equity Income Fund.

• Launched Al Rajhi European Real Estate Fund.

• Won 3 industry awards for Brokerage and Asset Management.

• Participated in the Graduate Training Initiative of the Capital Market Authority.

• Number of Saudi employees increased to 88% of the workforce.
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CAGR -2%

Assets
CAGR 17%
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CAGR -5%

Expenses
CAGR 4%

Assets under Management
CAGR 13%

Shareholders’ Equity
CAGR 19%

3. Financial Highlights (2012 - 2016)
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Abdullah Bin Sulaiman Bin Abdulaziz Al Rajhi
Chairman / Non-Executive

Sulaiman Bin Saleh Bin Abdulaziz Al Rajhi
Non-Executive Member
Chairman of Audit Committee

Salah Bin Ali Bin Abdullah Abaalkhail
Non-Executive Member
Chairman of Compliance Committee

Sulaiman Bin Abdulaziz Bin Abdulrahman Azzaben*
Non-Executive Member
* Resigned on December 29th, 2016.

Faisal Bin Saud Bin Mohammed Al Saleh
Independent Member
Chairman of Nomination and Remuneration Committee

Khalid Bin Hamad Bin Yahya Al Yahya
Independent Member

4. Board of Directors
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5. Board of Directors ’ Report

The Board of Directors is pleased to present the annual report and financial 
statements of Al Rajhi Capital for the year ended December 31, 2016. We are pleased 
to report that the Company achieved an excellent overall performance in terms of 
financial results and business achievements in line with its strategic growth vision.

5.1 Financial Performance

Al Rajhi Capital posted a strong financial performance in 2016, outperforming its 
peers in most key comparable financial indicators. The Company’s total income 
was SAR 585.8 million while total expenses were SAR 177.3 million. As a result, the 
Company reported a net profit before Zakat of SAR 408.5 million for 2016, with a 
return on equity (before Zakat) of 21%. 

Al Rajhi Capital maintained a strong balance sheet and a high level of liquidity, with 
the Company’s capital adequacy ratio of 2.04 times being substantially higher than 
the Capital Market Authority’s minimum requirement of 1 time. The key indicators 
of return on paid up capital and return on assets remained steady, at 82% and 15%, 
respectively. 

The Company’s stable financial results are testimony to its consistent and resilient 
business model; the underlying strength of its enduring client relationships; and its 
diversified revenue streams which help it to withstand increased market volatility. 

5.2 Business Highlights

Al Rajhi Capital became the number one broker on Tadawul in 2016, and increased 
its overall market share to 19.02% despite the total traded value on the Saudi 
stock exchange (Tadawul) falling by over 30% during the year. Asset Management 
continued its strong performance, with AuM growing by 8.7% to reach SAR 39.3 
billion. The Company continued to diversify its fund portfolio with the launch of the 
Al Rajhi Saudi Equity Income Fund, and closing of the private placement for the Al 
Rajhi European Real Estate Fund, which raised SAR 581 million. 

The Company’s business achievements during 2016 were recognized by the receipt 
of various industry awards. Al Rajhi Capital was named ‘Broker of the Year - Saudi 
Arabia’ by The Global Investor; and ‘Best Islamic Asset Management Company’ and 
‘Best Provider of Shariah-compliant Funds’ by Global Finance.

5.3 Strategic Progress

The Company benefits from its clearly-defined strategy and business model; stable 
management with a proven track record of delivery; diversified business activities 
and revenue streams which reduce income volatility; a world-class operating 
and governance infrastructure; and a highly supportive and loyal client base. We 
therefore view the coming year with renewed confidence and optimism, ready to 
manage all future challenges, and continue to grow the business and exceed our 
stakeholders’ expectations. 
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In 2016, the Board approved the Company’s growth vision for 2020 and five-
year strategy. The overall strategic objective is to build a robust and sustainable 
institution that strives to meet the expectations of its investors, minimizes business 
volatility, and generates profitable growth for shareholders. To maximize economic 
and market synergies, the Company’s new strategy has taken into account close 
harmonization with the Kingdom of Saudi Arabia’s Vision 2030 and National 
Transformation Plan 2020, and the Strategic Plan 2015 - 2019 of the Capital Market 
Authority (CMA).

5.4 Future Outlook

Measures announced by the government during the past year in line with the 
Kingdom of Saudi Arabia’s Vision 2030 and National Transformation Plan 2020 have 
laid solid foundation for the transformation of the Saudi economy. They include 
plans to diversify the economy and increase non-oil revenue sources, comprehensive 
energy and utility price reforms, and enhancement of private sector participation. 
The initiatives also include privatizing state-owned enterprises; easing foreign 
direct investment (FDI) rules; and tapping global markets for financing the fiscal 
deficit. Such measures underline the government’s intent to proactively implement 
the required reforms for the Kingdom’s long-term economic benefit.

The recently-announced OPEC production cut is expected to reduce the downside 
risks for oil prices, thereby enhancing the government’s fiscal flexibility and overall 
investor sentiment. As seen globally, we believe there will be a gradual transition in 
the government’s main role from being the primary source of capital and investments 
in the past to that of a regulator, facilitator and partner in the future, thus providing 
a conducive environment for private participation and enterprises to thrive.

The expected inclusion of Saudi Arabia in major global indices and the planned 
IPOs of Saudi Aramco and other government entities are expected to increase 
participation of both local and foreign institutional investors increasing the liquidity 
and depth of Tadawul.

These changes will translate into immense opportunities for industry participants.
The Management of Al Rajhi Capital is focused on tapping these new growth 
opportunities which will arise as a result of Saudi Arabia’s economic liberalization 
efforts. 

5.5 Acknowledgments

We take this opportunity to gratefully acknowledge the unwavering confidence, 
trust and loyalty of our clients and business partners, and the commitment and 
professionalism of our management and staff. We also express our appreciation 
to the Capital Market Authority and Tadawul for their continued cooperation, 
guidance, and support.

The Board of Directors



10

6. Review of Operations

6.1 Business Functions

6.1.1 Brokerage 

Al Rajhi Capital is one of the leading brokerage houses in the Kingdom of Saudi 
Arabia, servicing all categories of investors, including institutions and high-net-
worth individuals. Despite increasingly volatile market conditions and a resultant 
decline in trading volumes, the Company was ranked as the number one broker on 
the Saudi stock exchange (Tadawul) in 2016, with its overall market share growing 
from 15.9% in 2015 to 19.02% for this year.

Key developments during the year focused on enhancing technology systems and 
delivery channels. This included testing and implementation of a new institutional 
brokerage platform that enables clients to seamlessly execute their trades on 
Tadawul. 

6.1.2 Asset and Wealth Management 

Al Rajhi Capital offers a comprehensive range of innovative investment solutions 
across all major asset classes. Continuing its strong performance, the Company 
increased its total assets under management by 8.7% to SAR 39.3 billion in 2016 from 
SAR 36.2 billion in the previous year.

The Company expanded its fund portfolio with the successful introduction of two 
new funds during the year. Launched in January, the Al Rajhi Saudi Equity Income 
Fund is an open-ended mutual fund investing primarily in stocks with a sustainable 
above-average dividend yield, as well as those offering long-term growth potential. 
In October, the Company successfully closed a private placement for the Al Rajhi 
European Real Estate Fund focused on logistics, after raising SAR 581 million (US$ 155 
million). The five-year close-ended fund will invest in income-generating properties 
such as warehouses occupied by reputable tenants on long-term leases, with a 
geographic focus on Western Europe. 

6.1.3 Investment Banking 

Al Rajhi Capital provides strategic financial advisory services for clients across the 
equity and debt spectrums. The Company secured one equity financial advisory 
mandate in December, and acted as a receiving bank for three Sharia-compliant 
transactions (2 IPOs & 1 Rights Issue) in 2016.

6.1.4 Research 

Being one of the leading research houses in Saudi Arabia, Al Rajhi Capital focuses 
on delivering detailed investment analysis of local equity markets and the Saudi 
economy. This value-added service is provided to clients to assist them in their 
investment decisions. During the year, the Company published more than ten 
thematic reports positioning it as a thought leader in the market, apart from 
publishing regular economic, investment strategy, industry and daily market 
reports. The Research team also actively covers 30 leading companies accounting 
for about 70% market capitalization of the listed Sharia-compliant companies on 
Tadawul.
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6.2 Support Functions

6.2.1 Information Technology 

Al Rajhi Capital views the utilization of cutting-edge information and communications 
technology (ICT) as a key strategic differentiator and business enabler. During 2016, 
the Company commenced implementation of a strategic initiative to optimize its 
ICT infrastructure, with a focus on organization-wide automation, digitization and 
straight through processing in line with emerging global financial services trends. 

6.2.2 Operations

The Operations department is responsible for supporting the Company’s activities 
(business as well as support units) through provision of back office services such as 
transaction processing. During 2016, Operations continued to streamline its systems 
and processes in order to reduce executional time, create an error-free environment, 
and minimize data risks. Key focus during the year was on ensuring the necessary 
system enhancements to comply with the implementation of CMA and Tadawul 
regulations for Market Development. 

6.2.3 Finance 

The Finance department’s focus in 2016 was on revenue diversification, cost control, 
prudent balance sheet management and liquidity management; while ensuring 
that the Company’s capital adequacy ratios remain higher than the minimum levels 
set by the Capital Market Authority (CMA).

6.2.4 Human Resources and Administration 

The Company continued to invest in staff training and development initiatives 
during the year. The focus was on advanced technical e-training courses; mandatory 
training required by the CMA covering financial crime, privacy and information 
security awareness; and supporting staff in obtaining appropriate professional 
qualifications. Al Rajhi Capital also participated in the CMA’s graduate training 
initiative to develop Saudi talent, and provided summer internships for nine 
university students.

6.2.5 Marketing & Customer Services

The key focus of Marketing & Customer Services during the year included enhancing 
the customer service modules and systems; developing interactive voice response 
(IVR) services; and appointing a digital client servicing team to handle requests and 
enquiries via social media and digital touch points. In addition, a comprehensive 
program to target new customer segments through the innovative use of social 
media and reactivating historical client relationships yielded positive results.
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6.1 Control Functions

6.3.1 Governance

The Governance Group exercises its responsibilities through regular Compliance, 
Risk Management and Sharia reviews, and Internal Audit. The main focus during 
the year was on completing the conversion of the legal entity of Al Rajhi Capital from 
a Limited Liability to a Closed Joint Stock Company; and on closing all regulatory and 
audit observations.

6.3.2 Compliance & AML 

The Compliance & Anti-Money Laundering (AML) department ensures strict 
compliance with applicable CMA rules and regulations throughout the Company. 
Key initiatives during the year included implementing the amended CMA Investment 
Fund Regulations; updating the Know Your Customer (KYC) and Account Opening 
forms in line with the CMA Investment Accounts Instructions; and enhancing the 
AML monitoring system.

6.3.3 Risk Management 

The Risk Management department is responsible for identifying, measuring, 
controlling and monitoring key risks across the Company. The main focus during the 
year was assessing risk drivers from internal and external data in order to provide 
mitigation measures, optimal exposures, capital cushion and control environment. 
Key initiatives included an impact analysis based on new and amended regulations, 
and enhancement of Business Continuity Management and Information Security 
processes.

6.3.4 Legal

The Legal department proactively provides professional legal advisory and 
consultancy to the Company’s management. The department is also responsible 
for the safekeeping of third party agreements. During 2016, the main focus was 
on gathering required documents from all concerned parties pertaining to the 
conversion of Al Rajhi Capital from a Limited Liability to a Closed Joint Stock 
Company.

6.3.5 Sharia

The Sharia department ensures that the Company’s strategy and operations comply 
fully with the provisions of Sharia in all of its activities. The department conducted 
campaigns through the Company’s website and internal communications in 2016 
collaborating with Marketing & Customer Service to increase awareness of Sharia 
policies and Sharia-compliant practices, and to provide a Sharia perspective on 
frequently-occurring practices in financial markets.
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6.3.6 Internal Audit

The Company’s Internal Audit function, which is supported by an external audit firm, is 
responsible for assisting the Board of Directors in fulfilling its oversight responsibilities 
for the financial reporting process, internal control systems and audit process; and 
the Company’s process for monitoring compliance with applicable laws, regulations, 
policies and procedures, and code of conduct. During 2016, Internal Audit completed 
nine departmental audits.
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7. Corporate Governance Review

Al Rajhi Capital is committed to upholding the highest global standards of corporate 
governance. This entails complying with regulatory requirements, protecting the 
rights and interests of all stakeholders, enhancing shareholder value, and achieving 
organizational efficiency. The Company has Board-approved policies for risk 
management, compliance and internal controls, in accordance with the rules and 
regulations of the Capital Market Authority (CMA) of Saudi Arabia.

7.1 Board of Directors

The Board of Directors is responsible for the creation and delivery of strong 
sustainable financial performance and long-term shareholder value. The Board 
works as a team to provide strategic leadership to management and staff, ensures 
the organization’s fitness for purpose, sets the values and standards for the 
Company, and ensures that sufficient financial and human resources are available. 
The Board’s role and responsibilities are outlined in the Board Charter.

The Board of Directors comprises six members, of whom two are independent 
members.

* Resigned on December 29th, 2016.

The Board held four meetings in 2016 as follows:

* Resigned on December 29th, 2016.

  Name                         Position                            Nationality

Abdullah Bin Sulaiman Bin Abdulaziz Al Rajhi                         Chairman/Non-Executive  Saudi

Sulaiman Bin Saleh Bin Abdulaziz Al Rajhi                         Non-Executive Member  Saudi

Salah Bin Ali Bin Abdullah Abaalkhail                         Non-Executive Member  Saudi

Sulaiman Bin Abdulaziz Bin Abdulrahman Azzaben *                 Non-Executive Member  Saudi

Faisal Bin Saud Bin Mohammed Al Saleh                         Independent Member  Saudi

Khalid Bin Hamad Bin Yahya Al Yahya                         Independent Member  Saudi

  Name                                1ST  Meeting          2ND Meeting          3RD Meeting          4TH Meeting 

Abdullah Bin Sulaiman Bin Abdulaziz Al Rajhi                  Y                            Y                                     Y              Y                        

Sulaiman Bin Saleh Bin Abdulaziz Al Rajhi                  Y                            Y                                     Y                     Y                        

Salah Bin Ali Bin Abdullah Abaalkhail                  Y                            Y                                     Y              Y                        

Sulaiman Bin Abdulaziz Bin Abdulrahman Azzaben *                   N                            Y                                     Y              Y                        

Faisal Bin Saud Bin Mohammed Al Saleh                  Y                            Y                                     Y              Y                        

Khalid Bin Hamad Bin Yahya Al Yahya                   Y                            Y                                     Y              Y                        
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7.2  Membership of Other Boards

In line with the CMA requirements, Board Members who hold membership positions 
on the boards of other Saudi Arabian-based companies are detailed below:

7.3 Board Committees

The Board of Directors exercises its functions through three Board Committees.

7.3.1 Nomination and Remuneration Committee

The Committee’s responsibilities include the following:

• Recommend nominations for Board membership including its committees.
• Fill vacant positions in accordance with the approved policies and standards.
• Review the membership requirements of suitable skilled personnel on an annual basis.
• Review the Board’s structure, point out weaknesses and strengths, and report its 

recommendations.

Abdullah Bin Sulaiman Bin 
Abdulaziz Al Rajhi

Sulaiman Bin Saleh Bin 
Abdulaziz Al Rajhi

Salah Bin Ali Bin Abdullah 
Abaalkhail

Sulaiman bin Abdulaziz Bin 
Abdulrahman Azzaben*

Faisal Bin Saud Bin 
Mohammed Al Saleh

Khalid Bin Hamad Bin Yahya 
Al Yahya

- Al Rajhi Banking & Investment   
Corporation (Al Rajhi Bank)

  Chairman/ Non-Executive

- Al Rajhi Banking & Investment   
Corporation (Al Rajhi Bank)

  Non-Executive

- National Veterinary Company
  Chairman/ Non-Executive

- Arab Plastic Manufacturing Co. LLC
  Executive

- Plastic Manufacturing Co. LLC  
Executive

- MetLife AIG ANB Cooperative Insurance 
Company

  Non-Executive

- None
* Resigned on December 29th, 2016

- Al Rajhi Banking & Investment 
Corporation (Al Rajhi Bank)

  Non-Executive

- Al Rajhi & Almesfer Agriculture Company LLC  
Non-Executive

- Saleh Abdul Aziz Al Rajhi and Partners 
   Company LLC  
  Non-Executive

- Hashem Contracting and Trading Company
  Non-Executive

- Al Rajhi Cooperative Insurance Co. 
(Al Rajhi Takaful)

  Chairman/ Non-Executive

- Al Pharaby Petrochemical Co.
  Chairman/ Non-Executive

- Al Rajhi Holding Co.
  Chairman/ Non-Executive

- Al Arrab Contracting Company
  Chairman/ Non-Executive

- Fursan Travel
  Chairman/ Non-Executive
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• Ensure on an annual basis, the independence of Independent Board Members, 
and the non-existence of any conflict of interests in the event that a member holds 
a board membership in another company.

• Set clear polices for the remuneration of board members and senior executives, 
and submit an annual proposal to the Board covering the annual budget related 
to the  remunerations and incentives (bonuses) for senior executives.

 The Committee comprises three members and held two meetings in 2016.

7.3.2 Audit Committee 

The Audit Committee performs a significant role of assisting in the supervision and 
governance functions with regard to:

• Integrity of the Company’s financial statements.
• Efficiency of internal control system considering the impact of potential risks. 
• Efficiency and independence of external and internal auditors.
• Improvement and upgrade of the control systems, including review of financial 

statements, accounting policies and internal control system, and express its 
opinion and recommendations.

• Supervision of the Internal Audit department, reviewing audit plans, studying its 
reports and verifying the extent of its efficiency and independence.

• Recommendation for the appointment of external auditors and reviewing 
audited financial statements before they are approved by the BoD, terminating 
the contracts concluded with them and fixing their fees, in addition to any other 
tasks and assignments commissioned to them.

The Committee comprises three members and held four meetings during 2016.

Faisal Bin Saud Bin Mohammed 
Al Saleh
Independent Board Member/ Committee 
Chairman

Sulaiman bin Saleh Bin 
Abdulaziz Al Rajhi
Board Member, Committee Chairman

* Resigned on December 29th, 2016

Khalid Bin Hamad Bin Yahya 
Al Yahya
Independent Board Member/ Member

Abdulaziz Aba’ AlKhail
Independent Member

Sulaiman Bin Abdulaziz Bin 
Abdulrahman Azzaben*
Board Member/ Member

Mohammed Ali Hawash
Chief Internal Auditor at Al Rajhi 
Bank, Member
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7.3.3 Compliance Committee

The Compliance Committee assists the Board with the following:

• To ensure that the Company is carrying out its business in compliance with CMA 
provisions and regulations. 

• Review the Compliance and Anti-Money Laundering report.
• Monitor and assess the performance of the Compliance Department.
• Review all compliance risks that might have an adverse effect on the Company’s 

financial position or reputation.
• Submit quarterly and annual reports on its functions.

The Committee comprises five members and held four meetings in 2016. 

7.4 Senior Management

The Senior Management team is core to the Company’s overall decision-making 
structure; and plays a pivotal role in the planning, policy formulation, governance, 
reporting and decision-making processes. Led by the Chief Executive Officer, the team 
is responsible for the day-to-day operations of Al Rajhi Capital, in line with the goals 
and authority set by the Board of Directors.

Salah Bin Ali Bin Abdullah 
Abaalkhail
Board Member / Committee Chairman

Gaurav Shah
Chief Executive Officer

Ahmed Al Mohsen
Chief Financial Officer

Abdulaziz Al Sabt
Brokerage and Shared Services Director

Abdullah Al Mahmood
Head of HR & Administration

Megren Al Kulaibi
Head of Asset Management

Abdulkareem Al Bawardy
General Legal Counsel & Director of 
Governance

Eyad Shaqfah
Head of Investment Banking

Mohammed Al Monajam
Chief Compliance Officer and Anti-
Money Laundering Reporting Officer

Ibrahem Al Sharidah
Head of Wealth Management

Jithesh Gopi
Head of Research and Financial 
Institutions

Malek Al Kawas
Head of Internal Audit

Mohammed Al Monajem
CCO & AMLRO / Member

Abdullah Al Nami
Member / Group CCO (Al Rajhi Bank)

Malek Al Kawas
Head of Internal Audit / Member

Gaurav Shah
CEO / Member
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7.5 Remuneration

The Company pays its Non-Executive Board Directors a fixed remuneration and 
sitting fees for attending Board and Board Committee meetings. In addition, it 
pays the salaries and remunerations of Senior Executives in accordance with their 
respective employment contracts.

Details of the expenses, remuneration and salaries paid to the Board members and 
five of the senior executives, including the CEO and CFO, during 2016 are as follows:

• Total remuneration paid to the Board Directors was SAR 946,000. 
• Total remuneration and rewards paid to six Senior Executives who received the 

highest remuneration and rewards from the Company, in addition to the CEO and 
the CFO, amounted to SAR 14,775,884.

7.6 Governance Structure

The Company’s governance standards underpin its regulatory responsibilities. 
The reputation and integrity of Al Rajhi Capital are key to its success, together 
with adherence to the highest globally-recognized professional and ethical 
standards. The Company complies with the principles of transparency, equality, 
accountability and objectivity, which constitute the main components of good 
corporate governance standards. They are also at the heart of its business practice, 
and facilitate the establishment and functioning of effective controls and risk 
management, and timely compliance with regulatory norms. There are written 
rules and procedures for preventing conflict of interests and the use of internal 
information, for preserving confidentiality, preventing money laundering, the 
financing of terrorism and financial malpractice.

Committees are each chaired by a Board Member or a Management Committee 
member to ensure that Al Rajhi Capital delivers against its commitments, and 
conducts its business to the highest standards. Committees cover every aspect of the 
Company’s activities: strategy, new business investments, operations and information 
technology, recruitment, risk management and compliance. They are integral to Al 
Rajhi Capital’s principle of governance and its commitment to transparency.

In 2016, there were a number of notable improvements to strengthen the existing 
corporate governance structures approved by the Board, which included:

• Review and update the Policies and Procedures of each department, with 
subsequent approval by the Board of Directors.

• Further strengthening its approach towards any suspected market manipulation 
with zero-tolerance, and immediately restricting market access for such conduct.

946,000

5,232,540

2,616,394

6,926,950

14,775,884946,000

Six Senior Executives who received 
the highest remuneration and rewards 
from the Company including CEO and CFO

Non-Executive Members/ 
Independent Board 
Members

Executive 
Board Members

Salaries and Compensation

Allowances

Annual and periodic bonuses

Incentive Plan

Total

Any other Yearly or Monthly Benefits
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• Risk management reports tabled to the Board on a quarterly basis.
• AML Reports tabled to the Board on a yearly basis.
• Board of Directors’ Annual Report and Pillar III Disclosures for 2015 published as 

per CMA guidelines.
• ICAAP Report as part of Pillar II requirements was approved by the Board and 

submitted to the CMA during Q2 2016.

7.7 Fines and Penalties Imposed on the Company

The CMA imposed two fines with a total of SAR 390,000 during 2016.

7.8 Major Risks in the Business

7.8.1 Murabaha profit rate risk

Murabaha profit rate risk is the risk that the profit rate charged is not commensurate 
with the financing cost due to changes in the market commission rate. The Company 
may be subjected to Murabaha profit rate risk on its commission-bearing assets, 
including Murabaha contracts receivable. 

The Company manages this risk by periodically aligning the profit rates with 
interbank borrowing rates, factoring trading commission in the client’s profitability 
so that overall profitability of the Murabaha book is not adversely affected. Further, 
for large exposures, the Company manages this risk by matching the tenure and 
financing terms between the assets and the liabilities.

The Company’s Murabaha contracts receivable is exposed to market risk arising 
from the fluctuation in prices of the shares which are provided to the Company as 
collateral for the facilities. The Company has adequate policies, procedures and 
monitoring mechanisms in place to effectively control this risk.

7.8.2 Credit risk

Credit risk is the risk that one party will fail to discharge an obligation and will cause 
the other party to incur a financial loss. The Company seeks to manage its credit risk 
with respect to customers by setting limits for individual customers and by monitoring 
these limits. With respect to financial assets of the Company, including cash and 
cash equivalents, the Company’s exposure to credit risk arises from default of the 
counterparties, with the maximum exposure equal to the carrying amount of these 
instruments. All of the Company’s counterparties are subject to acceptance and fixation 
of exposure limit by the Risk Management Department. Moreover, the Murabaha 
contract receivable balance is secured by shares and other tangible assets available in 
the counterparties’ portfolios which are under the custody of the Company.

7.8.3 Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in raising funds to 
meet commitments associated with financial instruments. Al Rajhi Capital aims to 
maintain a liquidity coverage ratio in excess of 110% at all times. Deposits are generally 
placed for short periods to manage the Company’s liquidity requirements. All liabilities 
on the Company’s balance sheet, other than end of service benefits, are contractually 
payable on current basis. Liquidity risk at an investment fund level is managed through 
appropriate liquidity limits and monitoring for each fund.
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7.8.4 Currency risk

Currency risk is the risk that the value of financial instruments will fluctuate due to 
changes in foreign exchange rates. The Company is not subject to fluctuations in foreign 
exchange rates in the normal course of its business. The Company did not undertake 
significant transactions in currencies other than Saudi Riyals and US Dollars during 
the year. As the Saudi Riyal is pegged to the US Dollar, balances in US Dollars are not 
considered to represent significant currency risk.

7.8.5 Operational risk

Operational risk is the risk of loss resulting from inadequate or failed internal processes, 
people and systems, or from external events. This will include legal risks covering, 
but not limited to, exposure to fines, penalties, or punitive damages resulting from 
supervisory actions, as well as private settlements. Operational risk of the Company is 
managed through robust incident management, root cause analysis, and risk control 
self-assessments; and key risk indicators, business continuity planning and disaster 
recovery planning.

7.9 Variances in the Operating Income

There are no significant variances in the Company’s operating income during the year 
compared with the previous year.

7.10 Company Subsidiaries

7.11 Loans

Al Rajhi Capital does not have any outstanding loans. Refer to Note 19 of the Financial 
Statements.

7.12 Conflict of Interest

Other than those stated in Note 4 of the Financial Statements regarding related party 
transactions; the Company did not, nor has it entered into, any contract in which any 
member of the Board, the CEO, the Chief Financial Officer or any of their associates has 
or had any material interest that has not been disclosed.

Privileged Warehouses 
Company Carries out activities of a real estate fund in KSA Saudi

Saudi

Saudi

Carries out activities of a real estate fund in KSA

Carries out activities of a real estate fund in KSA

500,000 50%

95%

95%

100,000

100,000

Privileged Warehouses 
Company 2
Privileged Warehouses 
Company 3

Company Name
Paid up 
capital (SAR)

ARC 
ownership Purpose Domiciled
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7.13 Results of the Annual Review of the Efficiency of Internal Control 
Measures

Al Rajhi Capital maintains a highly-efficient internal control system that has the following 
measures in force:

• The existence of a dedicated Internal Audit department supported by an external 
auditing firm, with its findings and recommendations brought to the attention of the 
Audit Committee and the Board of Directors.

• Top priority is accorded to the results of the internal control reviews, with corrective 
measures identified to prevent further recurrence. 

• A highly-efficient internal control system, which is closely reviewed by the Audit 
Committee to ensure that all control tools are effective, and applied consistently and 
effectively throughout the organization.

• The policies and procedures that are currently in place reflect consistency, industry 
best practices, and adherence to regulatory compliance. Developed internally, they 
have been reviewed by an independent consultant prior to being approved by the 
Board of Directors, and are subject to annual review.
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