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In The Name of Allah

The Most Merciful, The Most Gracious

The Custodian of the Two Holy Mosques

King Salman Bin Abdulaziz Al Saud

Al Rajhi Capital, Head Office
King Fahad Road - Al Muruj Dist.
PO Box 5561
Riyadh 11432
Kingdom of Saudi Arabia
T: (+966) 920005856
F: (+966) 11 460 0625
www.alrajhi-capital.com

His Royal Highness Crown Prince

Mohammad Bin Salman Bin Abdulaziz Al Saud

Al Rajhi Capital is a Saudi Closed Joint Stock Company (Commercial Registration: 1010241681) with a paid-up capital of SAR 500 million, and regulated
by Saudi Arabia’s Capital Market Authority (License number: 07068/37). 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.
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CORPORATE PROFILE
Founded in 2008, Al Rajhi Capital is a leading financial services company, providing
a range of innovative financial products and services across Brokerage, Asset
Management and Investment Banking. As the investment banking subsidiary of
Al Rajhi Bank, one of the largest Islamic banks in the world with assets of SAR 384
billion as of 31 December 2019, the Company combines the strength and resources
of its regional presence with best-in-class investment advice and insightful
research, to deliver fully-integrated and streamlined solutions.

Vision
To be the leading investment firm in the Kingdom of Saudi
Arabia, providing innovative and reliable investment 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

Capitalizing on this world-class experience, and through the expertise of its
investment and research 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. Headquartered in Riyadh, and operating from investment centers
and offices across the Kingdom of Saudi Arabia, the Company is uniquely positioned
to provide its client base with seasoned advice based on global experience and
regional expertise.
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We will be guided by the following values to achieve our vision:
• Professionalism
• Recurring value to clients
• Integrity
• Dependability
• Employer of choice
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Operational Highlights

Financial Highlights (2014 - 2019)

•

Retained ranking as leading broker on Tadawul and Nomu - Parallel Market.

Revenue

•

Expanded the institutional client base, including onboarding of Qualified
Foreign Investors.

•
•

Increased stable and recurring revenue sources through expansion of
Proprietary Investments, Real Estate and AlRajhi REIT portfolios.

٧٠٠
٦٠٠

•

Grew total assets under management (AuM) by 2 percent to SAR 42.1 billion.

١٠٠

•

Launched Al Rajhi MSCI Saudi Multi-Factor Index Fund, a passive index based
Fund; and Al Rajhi Diversified Income Fund, a privately placed multi asset Fund
targeting income distribution and growth.

•

Acted as Joint Bookrunner and Underwriter for the landmark IPO of Saudi
Aramco.

•

Supported the Saudi Food Bank (Et’aam) Ramadan Initiative.

586

572

556
487

469

٤٠٠

٢٠٠

Implemented new Digital Transformation initiatives including complete
upgrade of existing online platforms, and introduction of new delivery channels
to provide better user experience.

631

٥٠٠

Achieved consistent top quartile performance in Mutual Funds with largest
share.

•

SAR Million
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٠
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408

177

176
167

168

157

151

Assets
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Shareholders’ Equity
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Assets under Management
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BOARD OF DIRECTORS
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 Aba’alkhail
Non-Executive Member
Chairman of Compliance Committee
Abdulaziz Bin Khaled Ali Al Ghufaily
Non-Executive Member
Faisal Bin Saud Bin Mohammed Al Saleh
Independent Member
Chairman of Nomination and Remuneration Committee
Khalid Bin Hamad Yahya Al Yahya
Independent Member
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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, 2019. Despite
another challenging twelve months, the Company posted a resilient performance,
highlighted by notable business developments and sound strategic progress.
Financial Results
Al Rajhi Capital reported a positive financial performance in 2019, albeit lower
than the previous year, attributable mainly to a decline in Brokerage income. Total
income for the year was SAR 487 million, while total expenses were SAR 176 million.
As a result, net profit before Zakat was SAR 311 million, with a return on equity of 10
percent.
The Company maintained a strong balance sheet and high level of liquidity, with
the capital adequacy ratio of 2.3 times being substantially higher than the minimum
requirement of the Capital Market Authority (CMA). The key indicators of return on
paid up capital and return on assets stood at 62 percent and 10 percent, respectively.
The stable financial position of Al Rajhi Capital is a testimony to its consistent
strategy and resilient business model; the underlying strength of its enduring client
relationships; and its diversified revenue streams.

Strategic Progress
During the year, Al Rajhi Capital made good progress in implementing its five-year
strategy and growth vision for 2020. This aims 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 strategy is closely harmonized with the
Kingdom of Saudi Arabia’s Vision 2030 and National Transformation Plan 2020.
Key strategic developments in 2019 include expanding the institutional client base;
and increasing stable and recurring revenue sources through expansion of the
Proprietary Investments, Real Estate and Al Rajhi REIT portfolios. In addition, major
digital transformation initiatives included the complete upgrade of existing online
platforms, and introduction of new e-services and delivery channels.
Acknowledgments
We take this opportunity to gratefully acknowledge the continued confidence, trust
and loyalty of our clients and business partners; together with the commitment and
professionalism of our management and staff. We also express our appreciation to
the Capital Market Authority and Tadawul for their ongoing guidance and support
during the year.

Business Performance
The Company continued its strategic efforts to grow and diversify revenue from its
core business lines. The contribution to total revenue by Brokerage was 35 percent,
Asset Management 27 percent, and Proprietary Investments 37 percent.
Despite volatile trading conditions, Brokerage maintained its leading status on
Tadawul with a market share of 12.5 percent. The strong performance by Asset
Management, which included the launch of two new funds in 2019, resulted in total
AuM (including the Al Rajhi REIT) increasing by 3 percent to SAR 44 billion.
The Proprietary Book, which comprises income-generating assets, was expanded
during the year with the acquisition of a commercial retail center in Riyadh. In
addition, the total number of assets under management by the Al Rajhi REIT
increased from 14 to 18, through the acquisition of four new properties.
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SAUDI ECONOMIC OVERVIEW
Economy
The Kingdom’s GDP recorded an annual growth of 0.3 percent, compared to 2.4 percent in the previous year due to
mainly external factors such as global trade tensions and lower oil prices. However, non-oil GDP increased by 3.3
percent, driven by the private sector, while economic activity in the oil sector declined by 3.6 percent in 2019 due
to the OPEC agreement.
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The Ministry of Finance has revised downwards its budget
forecast for 2019, with expected lower revenues and
expenditure. For 2020, the Government has set an optimistic
target for economic growth, with expenditure of SAR 1.02
trillion and revenues of SAR 833 billion, widening the budget
deficit to SAR 187 billion compared with SAR 131 billion in 2019.
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Oil Price Movements

Reform Program

According to the US Energy Information Administration (EIA), the growth in global
oil demand in 2020 is expected to decrease slightly to 1.2 million barrels per day
(mbpd) from 1.4 mbpd in 2019. The average price of Brent crude in 2019 was US$ 66
compared with US$ 72 in the previous year, as a result of volatile macroeconomic
and geopolitical factors.

During 2019, the Government made encouraging progress towards implementing its
comprehensive program of fiscal, social and capital market reforms in line with the
Kingdom’s Vision 2030 and National Transformation Plan 2020.

Average Brent Oil Price 2013 - 2019

Fiscal reforms include a new tax on e-cigarettes and sugary drinks; while sociallyoriented reforms further loosened restrictions on women by allowing them to apply
for passports and travel freely within the Kingdom and abroad. The Government
also launched e-visas to visitors from 49 countries, designed to boost attendance at
the growing number of sporting, entertainment and cultural events.
Following ongoing reforms by the Capital Market Authority (CMA) – including the
easing of a 49 percent foreign ownership limit for strategic investors in shares of
listed companies – Tadawul successfully achieved inclusion in the MSCI, FTSE
Russell and S&P DJI Emerging Markets Indices, as well as the JPMorgan Emerging
Markets Bond Index. These significant developments are expected to attract billions
of dollars of additional foreign funds.
Other notable developments include the launch of the MSCI Tadawul 30 Index
(MT30), which is a tradeable index targeting the top 30 securities of the MSCI Saudi
Arabia IMI Index based on free float market capitalization; and the establishment
of Securities Clearing Company (Muqassa) as an independent clearing house to
strengthen the market’s post-trade infrastructure. In addition, the CMA and the
Debt Management Office reduced fees and commissions to encourage secondary
market debt trading.

Tadawul Performance
The Tadawul All Share Index (TASI) closed at 8,389.23 points at the end of 2019,
representing a gain of 7.19 percent, and placing the exchange among the top five
global stock markets. Total market capitalization increased by 385.5 percent to SAR
9.02 trillion, while total value of shares traded grew marginally to SAR 880.14 billion.
The total number of transactions increased by 13.53 percent to 28.40 million, with the
total number of shares traded decreasing by 13.13 percent to 33.06 billion.
There were six initial public offerings (IPOs) during 2019, including the recordbreaking listing debut of Saudi Aramco. This was the largest IPO globally to date,
valuing the company at over US$ 1.7 trillion. The total offered value of all IPOs
reached SAR 100.12 billion, with 3.15 billion shares / units being offered to investors.
The market capitalization of all IPOs amounted to SAR 7.07 trillion, representing 78.3
percent of total market capitalization. At the end of the year, 199 stocks were listed
on Tadawul.
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REVIEW OF OPERATIONS
Business Functions
Brokerage
Al Rajhi Capital is the largest broker in the Kingdom of Saudi Arabia, serving institutional,
corporate, retail and high-net-worth individual investors. The inclusion of Tadawul in the MSCI
and FTSE emerging markets indices, plus the Saudi Aramco IPO, resulted in significantly higher
trading volumes during the year. Despite increased competition from foreign-owned brokers
targeting Qualified Foreign Investors (QFIs), the Company maintained its leading status on
Tadawul with a market share of 12.5 percent; and was also the leading broker on the Nomu Parallel Market, with a market share of 19.83 percent.
Brokerage made excellent progress in growing its institutional client base in 2019 through
onboarding additional regional and international institutions, including new QFI accounts.
Supported by enhancements to the eTadawul online brokerage trading platform, the Company
also started offering post-trade services through the Depository Trust & Clearing Corporation
(DTCC).
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Asset and Wealth Management

Investment Banking

As one of the leading asset management businesses in the Kingdom of Saudi Arabia,
Al Rajhi Capital offers a comprehensive range of innovative investment solutions
across all major asset classes including equities, real estate, money market, fixed
income and multi-asset.

Building upon the recent strategic realignment and restructuring of its Investment
Banking business, Al Rajhi Capital was appointed as Joint Bookrunner and
Underwriter of the listing debut of Saudi Aramco on Tadawul. This proved to be
the biggest IPO to date globally, making Saudi Aramco the world’s largest listed
company with a valuation of over US$ 1.7 trillion. The Investment team continued
to work with the Company’s parent, Al Rajhi Bank, to provide the Group’s corporate
clients with a comprehensive range of best-in-class solutions and services.

Despite a volatile year for markets driven by weakening global growth, persistent
trade tensions, mid-cycle interest rate adjustments and geo-political events, Asset
Management delivered a stable long-term performance across the majority of its
assets under management.
The Company’s AuM grew by 2 percent to SAR 42.1 billion at the end of the year.
Driven by sustained long-term performance of the key strategies, Asset Management
added a number of new discretionary institutional mandates across different asset
classes and client segments.
The Company also launched two new funds during the year. The Al Rajhi MSCI
Multi-Factor Index Fund, which is the first passive fund of its kind in the Kingdom, is
designed to meet growing investor needs for a low-cost and efficient way of accessing
the Saudi equity market from a long-term perspective. The Al Rajhi Diversified
Income Fund was offered to selected investors on a private placement basis. This
fully flexible income-generating multi-assets fund aims to provide an attractive longterm risk-adjusted return with moderate volatility.
Real Estate
Al Rajhi Capital is one of the largest real estate asset managers in Saudi Arabia, with
total assets of over SAR 4 billion in 2019.

Proprietary Investments
The Company’s growing Proprietary Investments portfolio comprises incomegenerating assets. During the year, Al Rajhi Capital enhanced its proprietary book
with the acquisition of a commercial retail center in Riyadh. This new property is
intended to increase the yield and diversify risks of the overall portfolio.
Research
During 2019, the Research team worked closely with the new institutional sales desk
in helping to attract new clients, including qualified foreign investors. This included
a road show in New York with the Company’s US partner, which played host to 10
companies from Saudi Arabia.
Publication of a pre-IPO report on Saudi Aramco’s debut listing, which includes a
detailed valuation analysis, also the report includes multiple notes on Tadawul’s
inclusion in the MSCI and FTSE emerging markets indices, and enhanced coverage
of the consumer sector.

The Al Rajhi Real Estate Investment Traded Fund (Al Rajhi REIT), which is listed on
Tadawul, enjoyed a successful and active second year of operations. The total asset
value of the Fund was increased from SAR 1.7 billion to SAR 2.4 billion through the
acquisition of four new real estate assets. These comprise of Al Salam NMC Specialty
Hospital in Riyadh, and three educational properties from Al Khaleej Training
and Education Company. As a result of this, the total number of assets under
management by the Fund increased from 14 to 18 at the end of the year.
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Support Functions

Finance

Marketing, Customer Service & Digital Channels

The focus of the Finance department in 2019 was on internal controls, revenue
diversification, yield on investments and cost control; as well as prudent balance
sheet and liquidity management. The department also ensured that the Company’s
capital adequacy ratios remained higher than the minimum levels set by the CMA.
A key development during the year was completion of the second phase of required
changes in business systems. These have resulted in more detailed financial
reporting, including the ability to report profitability by business division and client.

Key marketing activities in 2019 involved conducting new targeted advertising
and social media campaigns for Murabaha and Asset Management; in addition
to ongoing educational content postings aimed at increasing public awareness
on investments. Customer service initiatives included a new digital service via the
Contact Us page on the Company’s redesigned website, which enables clients to
create a ticket directly for enquiries, requests, and suggestions; and greater use of
automated IVR technology to improve response times. These resulted in improved
customer satisfaction levels, together with a continued reduction in the number of
complaints.

Information Technology
Al Rajhi Capital continued to make significant progress during 2019 in advancing its
Digital Transformation Plan. This initiative involves a complete upgrade of existing
digital platforms by enhancing existing features and improving user experience; as
well as the introduction of new e-services and delivery channels. Key developments
include the launch of an end-to-end STP-based, fully-automated Murabaha
financing solution; major enhancements to the eTadawul online brokerage trading
platform such as biometric authentication and automated chain orders; and
introduction of new risk profiling and goal-based investment tools on the ARC Invest
asset management portal. In addition, the Company’s new website was launched,
featuring a sophisticated design based on SiteCore content management and digital
marketing technology, which provides a rich user experience.
Operations

Social Responsibility Activities
Through its corporate social responsibility (CSR) program, Al Rajhi Capital supports
the sustainable economic development and social well-being of the Kingdom of
Saudi Arabia. Particular focus is placed on informing and educating the public about
investments and savings. Some of the key CSR activities during the year include the
following:
•

Collaborated with the Saudi Food Bank (Eta,am) initiative, through participation
of staff in preserving, packaging and distributing excessive food at Ramadan
tents, hotels and restaurants, to needy beneficiaries.

•

Organised campaigns for Company staff to donate their blood.

The Operations department further streamlined its systems and procedures in 2019
in order to improve operational and cost efficiencies; and enhance customer service
quality and delivery. Key back office developments include full automation of daily
data exchanges, centralization of cash management, and enhancement of IPO
processes. The middle office, which handles non-sales client relations processes,
was strengthened by the introduction of new controls such as additional check lists
and increased validations through the Yakeen electronic system.
Human Resources and Administration
Al Rajhi Capital continued to strengthen its human capital framework during the
year, while maintaining a stable headcount with a high level of Saudization. A key
development involved fine tuning the organizational structure and enhancing the
management team. This included the establishment of a new Chief Operating Officer
role, responsible for Information Technology, Digital Channels and Operations;
and incorporation of the Wealth Management team within the Asset Management
division.
The Company also continued its investment in staff training and development
during the year. This included a special training program for the General Securities
Qualification Certificate (CME-1) issued by the Capital Market Authority; and
international courses in Leadership for senior managers. Focus was also placed on
developing soft skills such as relationship-building, communications and teamwork,
with staff attending various courses at the Al Rajhi Bank Academy.
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Control Functions

Governance

Sharia

Al Rajhi Capital is committed to adopting the highest standards of corporate
governance, and to ensuring that all business activities are conducted in a
transparent and responsible manner, with full accountability and integrity, through
which to safeguard the interests of all stakeholders. Governance exercises its
responsibilities through regular Compliance, Risk Management and Sharia reviews,
and Internal Audit. Main activities during the year involved closing all regulatory and
audit observations; and coordinating with the Company’s business departments in
applying new CMA-implemented regulations, as well as Tadawul requirements.

The Sharia department is responsible for ensuring that the Company’s strategy
and operations comply fully with the provisions of Islamic Sharia. During 2019, the
department completed 107 Sharia reviews, conducted 61 control visits and issued 39
decisions. In addition, through collaboration with Marketing, Customer Service and
Digital Channels, the department continued to conduct a series of online campaigns
for employees and the public to increase their awareness of Sharia-compliant
policies and practices; and make them aware of the most important provisions for
investing and trading in securities, and in all the Company’s products.

Compliance & AML

Internal Audit

The Compliance & Anti-Money Laundering (AML) department ensures that the
Company complies fully with requirements of respective CMA rules and regulations.
Key Compliance initiatives during the year included enhancing regulatory reporting
and communications; and reviewing and approving all changes in mutual funds’
terms and conditions, in line with new international financial reporting standards
(IFRS). AML developments include the update of account opening agreements and
KYC forms; and timely submission of FATCA and CRS Reports for 2019.

Internal Audit is an independent function reporting to the Board’s Audit Committee
and is responsible for assisting the Committee in fulfilling its oversight responsibilities
by providing reasonable assurance about the adequacy of internal controls; the
effectiveness of risk management and the Company’s compliance with policies and
procedures; as well as applicable rules and regulations and adding value to the
organization operations. Internal Audit works through a co-sourcing model with a
specialized consultancy firm to execute internal audits and report the results to the
Audit Department for presenting to the Audit Committee.

Risk Management

During 2019, Internal Audit conducted a risk re-analysis exercise to evaluate Inherent
Risk versus Residual Risk across the Company’s operations, and conducted 10 internal
audit reviews in line with the approved internal audit plan.

The Risk Management department is responsible for identifying, measuring,
controlling and monitoring key risks across the Company. Key activities in 2019
included implementation of a new module to automate approval for Murabaha
margin loan applications; and successful comprehensive testing of the Company’s
business continuity management and cyber security processes and systems.
Legal
The Legal department proactively provides professional legal advisory and
consultancy to the Company’s management, and is also responsible for the
safekeeping of third-party agreements. During 2019, the department focused on
addressing clients’ complaints in a timely and satisfactory manner, and reducing
the number of litigation cases against the Company.
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The audit plan is approved by the Audit Committee, which is implemented throughout
the year. The Audit Committee and Management are apprised of the progress of
implementation of the audit plan. Internal Audit also conducts special reviews, as and
when required.
The Internal Audit Department has developed its direct communication channels with
the departments and Management, to build a relationship based on transparency,
mutual trust, effective communication and ongoing cooperation, with the aim of
improving and adding value to departmental activities and in line with the objectives
of the internal audit.
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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.

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.
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 Aba Al Khail

Non-Executive Member		

Saudi

Abdulaziz Bin Khaled Ali Al Ghufaily		

Non-Executive Member		

Saudi

Faisal Bin Saud Bin Mohammed Al Saleh

Independent Member		

Saudi

Khalid Bin Hamad Bin Yahya Al Yahya

Independent Member		

Saudi

The Board held four meetings in 2019.
1st meeting
10/02/2019

2nd meeting
02/04/2019

3rd meeting
24/10/2019

4th meeting
19/12/2019

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 Aba Al Khail

Y

Y

Y

Y

Abdulaziz Bin Khaled Ali Al Ghufaily		

Y

Y

Y

Y

Faisal Bin Saud Bin Mohammed Al Saleh

Y

Y

Y

Y

Khalid Bin Hamad
Bin Yahya Al
* Appointed
onYahya		
March 1st 2017.

N

Y

Y

Y

Name
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•
Membership of Other Boards

•

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

•

Abdullah Bin Sulaiman Bin
Abdulaziz Al Rajhi
- Al Rajhi Banking & Investment
Corporation (Al Rajhi Bank)
Chairman / Non-Executive
- Al Rajhi Cooperative Insurance Co.
(Al Rajhi Takaful)
Chairman / Non-Executive
- Al Rajhi Holding Group
Chairman/ Non-Executive
- Farabi Petrochemical Co.
Chairman / Non-Executive
- Farabi Investment Co.
Chairman / Non-Executive
- Farabi Yanbu Petrochemicals Co.
Chairman / Non-Executive
- Farabi Downstream Co.
Chairman / Non-Executive
- Al Ajial Holding Co.
Chairman / Non-Executive
- Fursan Travel
Chairman / Non-Executive
- Saudi Company for Manufacturing
Carpet Materials
Chairman / Non-Executive
- Factory of Jubail Saudi Company for
Geotextile Solutions
Chairman / Non-Executive
- Green Vision Co. for Artificial Grass
Board Member / Non-Executive
- Indoor and Outdoor Geotextile
Solutions Holding Co.
Chairman / Non-Executive

Sulaiman Bin Saleh Bin Abdulaziz Al Rajhi
- Al Rajhi & Almesfer Agriculture Company LLC
Non-Executive
- Hashem Contracting and Trading Company
Non-Executive
- Saleh Abdul Aziz Al Rajhi Company LLC
Non-Executive

Salah Bin Ali Bin Abdullah Aba Al Khail
- Al Rajhi Banking & Investment Corporation (Al Rajhi Bank)
Non-Executive
- National Veterinary Co.
Chairman

Abdulaziz Bin Khaled Ali Al Ghufaily
- Al Rajhi Banking & Investment Corporation (Al Rajhi Bank)
Non-Executive
- Savola Group
Non-Executive
- Savola Foods
Non-Executive

Faisal Bin Saud Bin Mohammed Al Saleh
- Arabian Plastic Manufacturing Co. LLC
Executive
- Saudi Plastic Products Co. LLC
Executive
- Green Kingdom Industries Co. LLC
Non-Executive

Khalid Bin Hamad Bin Yahya Al Yahya
- MetLife AIG ANB Cooperative Insurance C.
Non-Executive

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

The Committee comprises three members and held three meetings during 2019.
1st meeting
10/02/2019

2nd meeting
24/10/2019

3rd meeting
19/12/2019

Name 		

Position

Faisal Bin Saud Bin
Mohammed Al Saleh

Independent Board Member/
Committee Chairman

Y

Y

Y

Abdulaziz Bin Khaled
Ali Al Ghufaily

Board Member/ Committee
Member

Y

Y

Y

Khalid Bin Hamad Bin
Yahya Al Yahya

Board Member/ Committee
Member

N

Y

Y

Audit Committee
It is a communication channel between the Board of Directors and the external and
,
internal auditor, and it has a supervisory role over the Company s operations. This
is to provide a vision of the soundness of financial reports and internal and external
audit reports, compliance with ethical rules and governance arrangements, and it is
a useful tool in monitoring the Company,s performance and facilitating its activity.
The Committee plays an essential and important role in assisting the Board of
Directors to fulfil its supervisory duties to achieve the requirements of governance
and oversight of the performance of the Company›s management, most notable are
the following:
,
•
Integrity of Company s financial statements.
•
Effectiveness of internal control system.
•
Independence of internal audit and external auditors.
•
Review of the internal audit activity performance related to annual plan.
•
Recommend to the board the appointment, dismissal and remuneration
of the Internal and external auditors and approve any activity that is 		
beyond the scope of their work.
•
Submit the Audit Committee annual report to the Board on the 		
effectiveness of the internal control procedures of the Company 		
and the opinion of the Audit Committee with respect to the adequacy of
the Company,s internal control system.
The Committee comprises three members and held four meetings during 2019.
1st meeting
05/02/2019

2nd meeting
28/03/2019

3rd meeting
20/10/2019

4th meeting
16/12/2019

Name 		

Position

Nomination and Remuneration Committee
The Committee’s responsibilities include the following:

Sulaiman Bin Saleh Bin
Abdul Aziz Al Rajhi

Board Member/
Committee Chairman

Y

Y

Y

Y

•

Abdulaziz Aba Al Khail

Independent Member

Y

Y

Y

Y

Abdulaziz Al Shushan

Chief Internal Auditor
at ARB/ Member

Y

Y

Y

Y

•
•
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Review the Board’s structure, point out weaknesses and strengths, and
report its recommendations.
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 policies for the remuneration of Board Members and Senior 		
Executives, and submit an annual proposal to the Board covering the 		
annual budget, and remunerations and incentives (bonuses) for Senior
Executives.

Recommend nominations to the Board membership or Board 		
Committees’ membership.
Fill vacant positions in accordance with the approved policies and 		
standards.
Review the membership requirements of suitable skilled personnel on an
annual basis.
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Compliance Committee

Remuneration

The Compliance Committee assists the Board with the following:

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.

•
•
•
•
•

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.

2nd meeting
27/03/2019

3rd meeting
17/10/2019

Position

Salah bin Ali Aba’ Al Khail

Chairman of the Committee /
Board Member ARC

Y

Y

Y

Y

Gaurav Shah

Committee Member / CEO

Y

Y

Y

Y

Mohammed Al Monajam

Committee Member /
CCO & AMLRO

Y

Y

Y

Y

Committee Member / Head of
Compliance - ARB

Y

Ayman Al Aydi

Committee Member/ Senior
Internal Auditor

Y

N*

Y

Total remuneration paid to the Board Directors was SAR 946,000 		
excluding VAT.
Total remuneration and rewards paid to five Senior Executives who 		
received the highest remuneration and rewards from the Company, 		
including the CEO and the CFO, amounted to SAR 14,917,676.

4th meeting
12/12/2019

Name 		

Abdullah Al Nami

•
•

The Committee comprises five members and held four meetings during 2019.
1st meeting
10/02/2019

Details of the expenses, remuneration and salaries paid to the Board members and
five of the senior executives, including the CEO and CFO, during 2019 are as follows:

Y

Executive
Board Members

Non-Executive Members/
Independent Board
Members

Salaries and Compensation
Allowances

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

5,039,400
946,000

2,578,856
7,299,420

Annual and periodic bonuses
Incentive Plan

Y

Y

Y

*Mr. Riad I. Amawi, Compliance from ARB, attended on behalf of Mr. Abdullah Al Nami

Commissions
Any other Yearly or Monthly Benefits
Total

946,000

14,917,676

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.
Name 				

Position

Gaurav Shah

Chief Executive Officer

AbdulAziz Ali Al Sabt

Equities and Real Estate Director

Chahir Hosni

Head of Brokerage

Megren Saud Al Kulaibi

Head of Asset Management

Ameen Wasfi Al Saadi

Head of Investment Banking

Jithesh Kallinth Gopi*

Director-Corporate Development & Proprietary Investments

Mazen Turky Al Sudairi

Head of Research

Ahmed Abdulrahman Al Mohsen

Chief Financial Officer

Tarik Ibrahim Al Sugair

Governance Director

Mohammed Salem Al Munajam

CCO & AMLRO

Waleed Abdulrahman Al Thenayan

HR & Administration Director

Kader Ali Sultan

Chief Information Officer

Ayman Al Aydi

Senior Internal Auditor

Governance Structure
Our governance standards underpin our regulatory responsibilities. Our reputation
and integrity are key to our success, and we adhere to the highest globally-recognized
professional and ethical standards. Al Rajhi Capital 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
the Company’s 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 and financing of terrorism, and financial malpractice.
Our committees are each chaired by a Board Member or a Management Committee
member to ensure we deliver against our commitments and conduct our business
to the highest standards. Our 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 our
principle of governance and our commitment to transparency.

*Resigned on January 31, 2019
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In 2019, there were a number of notable improvements to strengthen the existing
corporate governance structures approved by the Board, which included:
•
•
•
•
•
•
•
•

Review and update of the policies and procedures for each department,
with subsequent approval by the Board of Directors.
Further strengthening the approach towards any suspected market 		
manipulation with zero-tolerance, and immediately restricting market
access for such conduct.
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 for 2018 published as per CMA guidelines.
ICAAP report as part of Pillar II requirements of prudential rules was 		
approved by the Board and submitted to the CMA during the second 		
quarter of 2019.
Pillar III disclosure report was approved by the Board and submitted to
CMA, and posted on the Company’s website during the first quarter of 2019.
With the approval of Board, a process for measuring the performance of
the Board and its Committees was put in place in 2019.

Fines and Penalties Imposed on the Company
There were no fines or penalties imposed on the Company in 2019.
Major Risks in the Business
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. With respect to Murabaha contract receivables,
the outstanding balance is secured by shares and other tangible assets available in
the counterparties’ portfolios which are under the custody of the Company.
The Credit Risk for direct investments in Real Estate can potentially arise from
tenants’ inability to pay rent. This risk is mitigated by conducting an in-depth credit
assessment of the tenants, and undertaking all possible duties of care to ensure that
only tenants with the highest credit profiles backed up by stable and established
business models producing consistent cash flows, are selected.
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Market Risk
Market risk is the risk of losses in on- and off-balance sheet positions arising from
movements in market rates or prices such as profits rates, foreign exchange rates,
equity prices, credit spreads and/or commodity prices resulting in a loss to earnings
and capital.
The Company’s investments in REIT and Equity Funds are subjected to this risk. It
manages this risk by carefully selecting the REITs and Funds for investment through
a robust process where quality of the investment is thoroughly assessed.
The Company’s Murabaha contracts receivables are 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.
Impairment Risk
Impairment risk is the risk of an asset’s value declining to lower than its book value,
which warrants booking impairment charge to align the asset’s value in the financial
books with its actual value. The Company’s investments in Real Estate are subjected
to this risk as their values could go down on account of a slowdown in the economy
in general or at a local level, where the assets are located.
The Company manages this risk by implementing several controls. Before a property
is purchased, the Company undertakes a comprehensive evaluation that takes
into consideration the rental income, location, credit worthiness of the tenant,
lease covenants, comparable market transactions, future capex requirements,
and different valuation approaches including income valuation and replacement
cost valuation. The Company ensures that all the properties purchased by it are
properly managed through maintenance of the original design, proper upkeep of
the property, and adequate fire protection measures.
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,
risk control self-assessments, key risk indicators, business continuity planning and
disaster recovery planning.
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Murabaha Profit Rate Risk

Compliance 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 receivables.

Compliance risk is the risk of Company not adhering to the laws, regulations,
guidelines and specifications related to its business and operating environment.
Non-adherence to regulatory guidelines may result in disciplinary actions/penalties.

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 has required Compliance policy and procedures approved by
Compliance Committee and Board of Directors. The Company’s Compliance
department has developed a risk-based approach to support supervision of
regulatory compliance processes.
Company Subsidiaries
Company Name

Paid up
capital (SAR)

ARC
ownership
percentage

Purpose

Nationality

Head Office
location

Saudi Real Estate
Enrichment Company

500,000

50%

Carries out activities of a
real estate fund in KSA

Saudi

Riyadh

Privileged Warehouses
Company 3

100,000

95%

Carries out activities of a
real estate fund in KSA

Saudi

Riyadh

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 percent 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 a current basis. Liquidity risk at an investment fund level is
managed through appropriate liquidity limits and monitoring for each fund.
Reputational Risk
Reputational risk refers to the potential adverse effects, which can arise from the
Company’s reputation being sullied due to factors such as unethical practices,
regulatory actions, customer dissatisfaction and complaints, and negative/adverse
publicity.

Note: ARC also have other subsidiaries on behalf of third party funds to provide custody services, where ARC does
not have any beneficial interest in these subsidiaries. One of ARC›s investment is held through an SPV owned by the
Company. ARC has transferred the ownership of an SPV holding clients assets to an independent custodian in 2018 as
required by the applicable regulations.

Loans
The Company did not have any loan as at December 31, 2019.

The Company proactively manages its reputational risk by conducting a detailed
analysis of trends which may lead to threats to its brand value. It has a robust
incident management process in place through which it mitigates issues arising out
of any disruption causing reputational damage.
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Conflict of Interest
Other than those illustrated in the table below and stated in Note 21 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 Chief Executive
Officer, the Executives, or any of their associates, has or had any material interest
that has not been approved.
For the year
ended 31
December
2019

Contract
Duration

Type of Relation

IT support expenses

3,016,777

one year

Parent Company/ board membership No

Rental of office space

1,799,145

one year

Fee for transfers

(126,000)

one year

Withholding tax

1,033,190

undefined Parent Company/ board membership No

IPO service fee receivable 2,383,204
from the Parent

undefined Parent Company/ board membership No

Related party Nature of
(Transactions) Transaction

Al Rajhi
Banking and
Investment
Corporation,
the Parent

Board of
directors
members

Parent Company/ board membership No
Parent Company/ board membership No

Others

22,053

undefined Parent Company/ board membership No

Remunerations

946,000

3 years

Board meeting expenses 22,053

Board membership

No

undefined Board membership

No

Al Rajhi
Company for
Management
Outsourcing of staff
Services,
a fellow
subsidiary

456,223

one year

A fellow subsidiary

No

Al Rajhi
Takaful
Agency
Company,
a fellow
subsidiary

Insurance

705,221

one year

A fellow subsidiary

No

Al Fursan,
common
directorship

Business travel and air
tickets

27,087

one year

Common directorship

No

Employee benefit
obligation

528,830

undefined Key management

No

5,039,400

undefined Key management

No

2,578,856

undefined Key management

No

7,299,420

undefined Key management

No

84,176,160

undefined Funds managed by the Company

No

30,000,000

one year

Al Rajhi REIT, a fund managed by
the Company

No

6,669,075

one year

Al Rajhi REIT, a fund managed by
the Company

No

Key
Salaries
management
Allowances
personnel
Annual and periodic
bonuses
All Funds
managed by Income from asset
the Company management services
Al Rajhi
Advance to REIT
REIT, a fund
managed by Expenses incurred on
the Company behalf of REIT
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Preferential
Terms

Annual Audit Assessment of the Effectiveness of the Company’s Internal
Control Procedures
Internal Audit is an independent function within Al Rajhi Capital, and reports
directly to the Audit Committee. It provides Management with reasonable assurance
about the adequacy of internal controls; the effectiveness of risk management and
the company’s compliance with policies and procedures; as well as applicable
rules and regulations. In order to achieve this, risk-based auditing methodology is
followed by reviewing the audit universe of the Company and adjusting the audit
plan based on that.
All audit reviews are presented to the Audit Committee in the form of Audit
Reports. The Internal Audit department obtains periodic status updates from each
department on the implementation of agreed Management actions. The audit
committee ensures that the audit recommendations and results of the audit reviews
and any corrective measures are implemented within the timelines agreed with the
relevant department.
The Company has appointed external consultants to assist with the development,
review and execution of a risk-based internal audit plan, which was developed by
conducting an entity-wide risk assessment.
Based on the reports issued during 2019, there was no fundamental weakness
identified in the internal systems and control of the Company. It is viewed that Al
Rajhi Capital has a sound and effective system of internal controls, in both design
and implementation. Nonetheless, Management continuously endeavours to
enhance and further strengthen the internal control system of Al Rajhi Capital.
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FINANCIAL STATEMENTS
Al Rajhi Capital Company (A Saudi closed joint stock company)
Financial Statements for the year ended December 31,2019
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