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Independent Auditor's Report

To the unitholders of Al Rajhi Commodities Mudaraba Fund — Saudi Riyal

We have audited the financial statements of Al Rajhi Commodities Mudaraba Fund — Saudi Riyal (the “Fund’)
managed by Al Rajhi Capital Company (the “Fund Manager”), which comprise the statement of financial position
as at 31 December2021, and the statem ents of comprehensive income , changes in equity and cash flows for

the yearthen ended, and notesto the financial statem ents, com prising significantaccounting policies and other
explanatory information.

In our opinion, the accompanying financial statements presentfairly, in all material respects, the financial positon
of the Fund as at 31 December2021, andits financial performance and its cash flows for the year then ended
in accordance with International Financial Reporting Standards (IFRS) that are endorsed in the Kingdom of
Saudi Arabia and other standards and pronouncements issued by the Saudi Organization for Chartered and
Professional Accountants (SOCPA) (collectively referred to as “IFRS as endorsed in the Kingdom of Saudi
Arabia”).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISA) that are endorsed in the
Kingdom of Saudi Arabia. Our responsibilities under those standards are further described in the Auditors
Responsibilities for the Audit of the Financial Statements section of our report. We are independentof the Fund
in accordance with the professional code of conductand ethicsthatare endorsed in the Kingdom of Saudi Arabia
that are relevantto our audit of the financial statements, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Other Matter

The financial statements of the Fund for the year ended 31 December 2020, were audited by another auditor
who expressed an unm odified opinion on those financial statements on 04 April 2021

Responsibilities of the Fund Manager and Those Charged with Governance for the

Financial Statements

The Fund Manager is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS that are endorsed in the Kingdom of Saudi Arabia and other standards and
pronouncements issued by SOCPA, the applicable provisions of the Investment Funds Regulations issued by
the Board of the Capital Market Authority, the Fund's Terms and Conditions and the Information Memorandum
and for such internal control as management determines is necessary to enable the preparation of financial
statements thatare free from material misstatement, whether due to fraud or error.

In preparing the financial statements, fund manager is responsible for assessing the Fund's ability to continue
as a going concem, disclosing, as applicable, matters related to going concern and using the going concem
basis of accounting unless fund manager eitherintends to liquidate the Fund or to cease operations, orhas no
realistic alternative butto do so.

Those charged with governance, the Fund Board, is responsible for overseeing the Fund's financial reporiing
process.

KPMG Professiond Services, a professiona dosed joint sbck company registered in the Kingdom of Saudi Arabia wit the paid -up capital of SAR (25.000,000). Previously known as “KPMG Al
Fozan & Partnars Cerlified Public Accourtanis”. A non-partner member firm ofthe KPMG global organization of independent member firms afflliated with KPMG Intemational Limited, a private
English cormpany limited by guarantee. All rights reserved.
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Independent Auditor's Report

To the unitholders of Al Rajhi Commodities Mudaraba Fund — Saudi Riyal (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from materialmisstatement, whether due to fraud or error, and to issue anauditor’s report thatincludesour opinion.
‘Reasonable assurance’is a high level of assurance, butis nota guarantee thatan audit conducted in accordance
with ISA that are endorsed in the Kingdom of Saudi Arabia, will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in aggregate,

they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

As part of an audit in accordance with ISA that are endorsed in the Kingdom of Saudi Arabia, we exercise
professional judgementand maintain professional scepticism throughout the audit. We also:

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

¢  Obtain an understanding of internal control relevant o the auditin order to design audit procedures thatare
appropriate in the circum stances, butnot for the purpose of expressing an opinion on the effectiveness of
the Fund’s internal control.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures madeby management.

e Conclude on the appropriateness of Fund Manager’s use of the going concern basis of accounting and,
based on the auditevidence obtained, whether a materialuncertainty exists related to events or conditions
that may cast significantdoubton the Fund’s ability o continue as a going concem. If we conclude thata
material uncertainty exists, then we are required to draw attention in our auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Qur
conclusions are based on the auditevidence obtained up to the date of our auditor's report. However, future
events or conditions may cause the Fund to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the

disclosures, and whether the financial statements represent the underlying transactions and events in a
manner thatachievesfair presentation.

We communicate with those charged with govemance regarding, among other matters, the planned scope and
timing of the auditand significantauditfindings, including any significant deficiencies in internal control thatwe
identify during our audit.
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AL RAJHI COMMODITIES MUDARABA FUND SAUDI RIYAL

ASSETS

Cash and cash equivalents
Investments measured at fair value through profit or loss (FVTPL)

(An open-ended mutual fund)

Managed by

AL RAJHI CAPITAL COMPANY

Statement of Financial Position
As at 31 December 2021

(Amounts in SAR)

Investments measured at amortized cost

Total Assets

LIABILITY

Management fee payable
Fund board fee payable

Accrued expense
Total Liability

Net assets (equity) attributable to the unitholders

Units in issue (numbers)

Net assets value attributable to each unit

The accompanying notes 1 to 18 form an integral part of these financial statements.

Notes

n

6

89

31 December

31 December

2021 2020
2,055,565,353 1,012,147,250
1,201,000,476 1,106,498,884

16,883,660,392  15,528,527,243
20,140,226,221  17,647,173,377
3,804,485 3,367,704
40,037 32,480
214,397 92,866
4,058,919 3,493,050
20,136,167,302  17,643,680,327
123,521,085 109,248,369
163.02 161.50




AL RAJHI COMMODITIES MUDARABA FUND SAUDI RIYAL
(An open-ended mutual fund)
Managed by
AL RAJHI CAPITAL COMPANY
Statement of Comprehensive Income
For the year ended 31 December 2021

(Amounts in SAR)
Notes 2021 2020

INCOME
Special commission income 238,214,121 272,411,393
Net gains from investments measured at FVTPL 6.1 15,723,517 6,495,307
Other income 1,336,375 -

255,274,013 278,906,700
EXPENSES
Management fees 8 9 (44,358,022) (44,402,195)
Other expenses 11 (1,062,609) (592,645)

(45,420,631) (44,994,840)
Net Income for the year 209,853,382 233,911,860
Other comprehensive income - -
Total comprehensive income for the year 209,853,382 233,911,860

The accompanying notes 1 to 18 form an integral part of these financial statements.




AL RAJHI COMMODITIES MUDARABA FUND SAUDI RIYAL
(An open-ended mutual fund)

Managed by
AL RAJHI CAPITAL COMPANY

Statement of changes in net assets (equity) attributable to the unitholders

For the year ended 31 December 2021
(Amounts in SAR)

2021 2020
Net assets (equity) attributable to the unitholders at beginning of the year  17,643,680,327 10,619,525,730
Net income for the year 209,853,382 233,911,860
Proceeds from issuance of units 22,788,752,199 20,321,723,096
Payments for redemption of units (20,506,118,606) | |(13,531,480,359)
Net change from unit transactions 2,282,633,593 6,790,242,737
Net assets (equity) attributable to the unitholders at end of the year 20,136,167,302 17,643,680,327
Unit transactions (numbers)
Transactions in units for the year are summarized as follows:
2021 2020
(In units) (In units)
Units in issue at beginning of the year 109,248,369 66,841,393
Units issued 140,613,545 126,774,193
Units redeemed (126,340,829) (84,367,217)
Net increase in units 14,272,716 42,406,976
Units in issue at end of the year 123,521,085 109,248,369

The accompanying notes 1 to 18 form an integral part of these financial statements.




AL RAJHI COMMODITIES MUDARABA FUND SAUDI RIYAL
(An open-ended mutual fund)

Managed by

AL RAJHI CAPITAL COMPANY

Statement of Cash Flow

For the year ended 31 December 2021

(Amounts in SAR)

Cash flows from operating activities

Net income for the year

Adjustments to reconcile net income to net cash
generated from / (used in) operating activities:
Unrealized gains from investments measured at FVTPL

Realized gains from investments measured at FVTPL

Net changes in operating assets and liabilities
Increase in investments measured at FVTPL
Proceeds from sale of investments measured at FVTPL
Increase in investments measured at amortised cost
Proceeds from maturity investments measured at amortised cost
Proceeds from disposal of investments measured at amortised
cost
Increase in management fee payable
Increase in accrued expenses
Net cash (used in) / generated from operating activities

Cash flows from financing activities

Proceeds from issuance of units
Payments for redemption of units

Net cash generated from financing activities
Net increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

The accompanying notes 1 to 18 form an integral part of these financial statements.

Notes 2021 2020

209,853,382 233,911,860

6.1 (15,723,517) (6,495,307)
6.1 (4,332,682)

(400,778,075)  (1,100,003,577)
326,332,682

(1,420,032,633)  (15,299,412,606)

64,899,484 8,950,000,000

16,000,000

436,781 89,021

129,088 35,563

(1,239,215490)  (7,205,875,046)

22,788,752,199  20,321,723,096

(20,506,118,606)  (13,531,480,359)

2,282,633,593 6,790,242,737

1,043,418,103 (415,632,309)

5 1,012,147,250 1,427,779,559

5 2,055,565,353 1,012,147,250
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3.2

AL RAJHI COMMODITIES MUDARABA FUND SAUDI RIYAL
(An open-ended mutual fund)
Managed by
AL RAJHI CAPITAL COMPANY
Notes to the financial statements
For the year ended 31 December 2021
(Amounts in SAR)

LEGAL STATUS AND PRINCIPAL ACTIVITIES

Al Rajhi Commodities Mudaraba Fund - Saudi Riyal (the “Fund”) is an open-ended investment fund created by
an agreement between Al Rajhi Capital (the “Fund Manager”), a wholly owned subsidiary of the Al Rajhi
Banking and Investment Corporation (the “Bank”) and investors (the “Unitholders”) in the Fund. The address of
the Fund Manager is as follows:

Al Rajhi Capital, Head Office

8467 King Fahad Road, Al Muryj District
P.O.Box 2743

Riyadh 11263

Kingdom of Saudi Arabia

The Fund is designed for investors seeking current income consistent with the preservation of capital and
liquidity. The assets of the Fund are invested in Mudaraba funds and in Mudaraba transactions executed in
accordance with Sharia principles. Mudaraba comprises purchases of goods and commodities from approved
suppliers against immediate payment and selling them to reputed organisations on deferred payment terms,
thereby generating a profit. All the trading profits are reinvested in the Fund. The Fund was established on 28
June 1999.

The Fund has appointed Al Bilad Investment Company (the “Custodian”) to act as its custodian. The fees of
the Custodian are paid by the Fund Manager as per the constituting documents of the Fund.

The Fund Manager is responsible for the overall management of the Fund's activities. The Fund Manager can
also enter into arrangements with other institutions for the provision of investment, registrar or other
administrative services on behalf of the Fund.

Based on historical information, between 40% and 50% of the Fund’s units are redeemed throughout the year.
REGULATING AUTHORITY

The Fund is governed by the Investment Fund Regulations (the “Regulations”) issued by the Capital Market
Authority (“CMA”) on 3 Dhul Hijja 1427H (corresponding to 24 December 2006) and effective from 6 Safar
1438H (corresponding 6 November 2016) The Regulation was further amended (the “Amended Regulations™)
on 17 Rajab 1442 H (corresponding to 1 March 2021), detailing requirements for all funds within the Kingdom
of Saudi Arabia. The Amended Regulations have effective dates starting from 19 Ramadan 1442 H
(corresponding to 1 May 2021).

BASIS OF PREPARATION
Statement of compliance

These financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRS”) as issued by the International Accounting Standards Board (“IASB”), as endorsed in the Kingdom
of Saudi Arabia and other standards and pronouncements issued by the Saudi Organization for Chartered and
Professional Accountants (“SOCPA”) (collectively referred to as “IFRS as endorsed in the KSA”).

Basis of measurement

The financial statements have been prepared on a historical cost basis (except for investments measured at
FVTPL which are stated at their fair value) using the accrual basis of accounting.

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

The line items in the statement of financial position have been presented in the order of liquidity.



AL RAJHI COMMODITIES MUDARABA FUND SAUDI RIYAL
(An open-ended mutual fund)
Managed by
AL RAJHI CAPITAL COMPANY
Notes to the financial statements
For the year ended 31 December 2021
(Amounts in SAR)
3.  BASIS OF PREPARATION (CONTINUED)

3.3 Functional and presentation currency

These financial statements are presented in Saudi Arabian Riyal (“SAR”), which is also the functional
currency of the Fund. All financial information presented has been rounded to the nearest SAR.

3.4 Use of estimates and judgments

The preparation of these financial statements in accordance with IFRS requires the use of certain critical
accounting judgements, estimates and assumptions that affect the reported amounts of assets and liabilities. It
also requires the Fund Manager to exercise its judgement in the process of applying the Fund’s accounting
policies. Such judgements, estimates and assumptions are continually evaluated and are based on historical
experience and other factors, including obtaining professional advice and expectations of future events that are
believed to be reasonable under the circumstances.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognized prospectively.

Measurement of the expected credit loss allowance

The measurement of the expected credit loss (ECL) allowance for financial assets measured at amortised
cost is an area that requires the use of complex models and significant assumptions about future economic
conditions and credit behavior.

A number of significant judgments are also required in applying the accounting requirements for measuring
ECL, such as:

e Choosing appropriate models and assumptions for the measurement of ECL;

e Establishing the number and relative weightings of forward-looking scenarios for each type of product /
market and the associated ECL; and

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

The principal accounting policies applied in the preparation of these financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

3.5 Impact of change in accounting policies

New IFRS Standards, interpretations and amendments adopted by the Fund

The following new standards, amendments and revisions to existing standards, which were issued by the
International Accounting Standards Board (IASB) have been effective from 1 January 2021 and accordingly
adopted by the Fund, as applicable:

Standards / Amendments Description
Amendments to IFRS 16 Leases for COVID -19 rent related concessions
Amendments to IFRS 7, IFRS 4 and IFRS 16 IBOR Benchmark Reform — Phase 2

The adoption of the amended standards and interpretations applicable to the Fund did not have any
significant impact on these financial statements.

Accounting standards issued but not yet effective

The accounting standards, amendments and revisions which have been published and are mandatory for
compliance for the Fund’s accounting year beginning on or after 1 January 2022 are listed below. The Fund
has opted not to early adopt these pronouncements.

e [FRS 17 - Insurance contracts, applicable for the period beginning on or after January 1, 2023;
o Amendments to IAS 1, Presentation of financial statements’, on classification of liabilities;



3.5

AL RAJHI COMMODITIES MUDARABA FUND SAUDI RIYAL
(An open-ended mutual fund)
Managed by
AL RAJHI CAPITAL COMPANY
Notes to the financial statements
For the year ended 31 December 2021
(Amounts in SAR)

BASIS OF PREPARATION (CONTINUED)
Impact of change in accounting policies (continued)

e Amendments to IAS 8, Accounting policies, changes in accounting estimates and errors, definition of
accounting estimates;

e Amendments to IAS 1 Presentation of financial statements and IFRS practice statement 2 making
materiality judgements, disclosure Initiative: Accounting policies;

e Amendment to IAS 12- deferred tax related to assets and liabilities arising from a single transaction; and
Amendments to IFRS 10 Consolidated Financial Statements and IAS 28 Investments in associates and joint
ventures, sale or contribution of assets between an investor and its associate or joint venture.

The Fund manager anticipates that the application of these new standards and amendments in the future will
not have significant impact on the amounts reported.

SIGNIFICANT ACCOUNTING POLICIES

The following are the significant accounting policies applied by the Fund in preparing its financial statements.
Cash and cash equivalents

Cash and cash equivalents comprise deposits with banks, cash held with local Bank and with custodian in
investment account and highly liquid financial assets with maturities of three months or less from the date of
acquisition that are subject to an insignificant risk of changes in their fair value and are used by the Fund in the
management of short-term commitments.

Financial assets and liabilities
Recognition and initial measurement

Financial assets and liabilities at Fair value through Profit and loss (“FVTPL”) are initially recognized at trade
date, which is the date on which the Fund becomes party to the contractual provisions of the instruments.
Other financial assets and liabilities are recognized on the date on which they are originated.

Financial assets at FVTPL are initially recognized at fair value, with transaction costs recognized in profit or
loss. Financial assets not at FVTPL are initially recognized at fair value plus transaction costs that are directly
attributable to their acquisition or issue.

Classification of financial assets

On initial recognition, the Fund classifies financial assets as measured at amortised cost, fair value through
other comprehensive income (“FVOCI”) or FVTPL.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVTPL:

- the asset is held within a business model whose objective is to hold assets to collect contractual cash flows;
and

- the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

A debt instrument is measured at FVOCI only if it meets both of the following conditions and is not designated
as at FVTPL:

- the asset is held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets; and

- the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.



AL RAJHI COMMODITIES MUDARABA FUND SAUDI RIYAL
(An open-ended mutual fund)
Managed by
AL RAJHI CAPITAL COMPANY
Notes to the financial statements
For the year ended 31 December 2021
(Amounts in SAR)

4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. Financial assets and liabilities (continued)

On initial recognition of an equity investment that is not held for trading, the Fund may irrevocably elect to
present subsequent changes in FVOCI. This election is made on an investment-by-investment basis.

All other financial assets of the Fund are measured at FVTPL.

As at 31 December 2021, the Fund’s financial assets are as follows:

e cash and cash equivalents
e Investments in mutual funds measured at FVTPL.
e Investments measured at amortized cost

Business model assessment

The Fund makes an assessment of the objective of a business model in which an asset is held at a portfolio
level because this best reflects the way the business is managed, and the information is provided to the Fund
Manager. The information considered includes:

e the stated policies and objectives for the portfolio and the operation of those policies in practice. In
particular, whether management's strategy focuses on earning contractual interest revenue, maintaining a
particular interest rate profile, matching the duration of the financial assets to the duration of the liabilities
that are funding those assets or realizing cash flows through the sale of the assets;

e how the performance of the portfolio is evaluated and reported to the Fund Manager;

e 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,

e 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

e the frequency, volume and timing of sales in prior periods, the reasons for such sales and its expectations
about future sales activity. However, information about sales activity is not considered in isolation, but as
part of an overall assessment of how the Fund's stated objective for managing the financial assets is
achieved and how cash flows are realized.

The business model assessment is based on reasonably expected scenarios without taking 'worst case' or 'stress
case’ scenarios into account. If cash flows after initial recognition are realised in a way that is different from
the Fund's original expectations, the Fund does not change the classification of the remaining financial assets
held in that business model, but incorporates such information when assessing newly purchased financial assets
going forward.

Financial assets that are held for trading or managed and whose performance is evaluated on a fair value basis
are measured at FVTPL because neither held to collect contractual cash flows nor held both to collect
contractual cash flows and to sell financial assets.

Assessment whether contractual cash flows are solely payments of principal 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 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.

10
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B.

AL RAJHI COMMODITIES MUDARABA FUND SAUDI RIYAL
(An open-ended mutual fund)
Managed by
AL RAJHI CAPITAL COMPANY
Notes to the financial statements
For the year ended 31 December 2021
(Amounts in SAR)
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets and liabilities (continued)
Reclassification

Financial assets are not reclassified subsequent to their initial recognition, except in the period after the Fund
changes its business model for managing the financial assets.

Classification of financial liabilities

The Fund classifies its financial liabilities at amortized cost unless it has designated liabilities at FVTPL.

Derecognition

The Fund derecognizes 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.

On derecognition of a financial asset, the difference between the carrying amount of the asset (or the carrying
amount allocated to the portion of the asset derecognized) and the sum of (i) the consideration received
(including any new asset obtained less any new liability assumed) and (ii) any cumulative gain or loss that had
been recognized in OCI is recognized in profit or loss.

Transactions in which the Fund transfers assets recognized on its statement of financial position but retains
either all or substantially all of the risks and rewards of the transferred assets or portion of them, the transferred
assets are not derecognized. Transfer of assets with retention of all or substantially all of the risk and rewards
include sale and repurchase transactions.

Transactions in which the Fund neither retains nor transfers substantially all of the risks and rewards of
ownership of a financial asset and it retains control over the asset, the Fund continues to recognize the asset to
the extent of its continuing involvement, determined by the extent to which it is exposed to changes in the
value of the transferred asset. The Fund derecognizes a financial liability when its contractual obligations are
either discharged or cancelled or expired.

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 realize the asset and settle the liability simultaneously.

Income and expenses are presented on a net basis only when permitted under IFRS, or for gains and losses
arising from similar investment transactions such as in the Fund’s trading activity.

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date in the principal or, in its absence, the most
advantageous market to which the Fund has access at that date. The fair value of a liability reflects its non-
performance risk.

When available, the Fund measures the fair value of an instrument using the quoted price in an active market
for that instrument. A market is regarded as active if transactions for the asset or liability take place with
sufficient frequency and volume to provide pricing information on an on going basis. The Fund measures
instruments quoted in an active market at a mid price, because this price provides a reasonable approximation
of the exit price.

11



AL RAJHI COMMODITIES MUDARABA FUND SAUDI RIYAL
(An open-ended mutual fund)
Managed by
AL RAJHI CAPITAL COMPANY
Notes to the financial statements
For the year ended 31 December 2021
(Amounts in SAR)
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets and liabilities (continued)

If there is no quoted price in an active market, then the Fund uses valuation techniques that maximise the use
of relevant observable inputs and minimise the use of unobservable inputs. The chosen valuation technique
incorporates all of the factors that market participants would take into account in pricing a transaction.

The Fund recognises transfers between levels of the fair value hierarchy as at the end of the reporting period
during which the change has occurred.

For the purpose of fair value disclosures, the Fund has determined classes of assets and liabilities on the basis
of the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy, as
explained above. Fair value related disclosures for financial instruments that are measured at fair value or
where fair values are disclosed are discussed in Note 12.

Subscription and redemption on units

Units subscribed and redeemed are recorded at net asset (equity) value per unit on the Valuation Day for which
the subscription request and redemption applications are received.

Redeemable units
Redeemable units are as equity instruments as they meet certain criteria. Those criteria include:
 the redeemable units must entitle the holder to a pro-rata share of net assets;
» the redeemable units must be the most subordinated class and class features must be identical;
+ there must be no contractual obligations to deliver cash or another financial asset other than the obligation
on the issuer to repurchase; and
+ the total expected cash flows from the redeemable units over its life must be based substantially on the
profit or loss of the issuer.

No gain or loss is recognized in the statement of comprehensive income on the purchase, issuance or
cancellation of the Fund’s own equity instruments.

Net assets value per unit

The net asset value per unit as disclosed in the statement of financial position is calculated by dividing the net
assets of the Fund by the number of units outstanding at year end.

Revenue recognition

Net gain or loss on financial assets and liabilities at FVTPL

Net gains or losses on financial assets and liabilities at FVTPL are changes in the fair value of financial assets
and liabilities held for trading or designated upon initial recognition as at FVTPL and exclude special
commission and dividend income.

Unrealized gains and losses comprise changes in the fair value of financial instruments for the period and from
reversal of the prior year’s unrealized gains and losses for financial instruments, which were realized in the
reporting period. Realized gains and losses on disposals of financial instruments classified as at FVTPL are
calculated using the weighted average cost method. They represent the difference between an instrument’s
initial carrying amount and disposal amount, or cash payments or receipts made on derivative contracts
(excluding payments or receipts on collateral margin accounts for such instruments).

Dividend income

Dividend income is recognized in the statement of comprehensive income on the date on which the right to
receive the payment for dividend is established. For quoted equity 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 the statement
of comprehensive income in a separate line item.
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AL RAJHI COMMODITIES MUDARABA FUND SAUDI RIYAL
(An open-ended mutual fund)
Managed by
AL RAJHI CAPITAL COMPANY
Notes to the financial statements
For the year ended 31 December 2021
(Amounts in SAR)
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue recognition (continued)

Special commission income

Special commission income including special commission income from non-derivative financial assets
measured at amortised cost, are recognized in the statement of comprehensive income, using effective interest
method. The effective interest rate is the rate that exactly discounts the estimated future cash payments and
receipts through the expected life of financial instrument (or, when appropriate, a shorter period) to the
carrying amount of the financial instrument on initial recognition. When calculating the effective interest rate,
the Fund estimates future cash flows considering all contractual terms of the financial instrument, but not
future credit losses.

Fee and other expenses

Fee and other expenses are measured and recognized as expenses on an accrual basis in the period in which
they are incurred.

Zakat and Income tax
Under the current system of zakat and taxation in the Kingdom of Saudi Arabia the Fund does not pay any
zakat and income tax. Zakat and income tax are considered to be the obligation of the unitholders and are not

provided in the these financial statements.

The value added tax (VAT) applicable for fees and expenses are recognized in the statement of comprehensive
income.

Provisions

Provisions are recognized whenever there is a present obligation (legal or constructive) as a result of a past event
and it is probable that an outflow of resources will be required to settle the obligation and a reliable estimate can
be made of the amount of the obligation.

CASH AND CASH EQUIVALENTS

Notes
31 December 31 December
2021 2020
Bank balances - current account 2,314,282 7,677,262
-Cash with Custodian 751,925 3,865,152

Short term Murabaha placements with having original 5.1
maturity of three months or less 2,050,000,000 1,000,000,000
Accrued special commission income on placement 2,499,146 604,836
2,055,565,353 1,012,147,250

5.1 Murabaha placements are held with the local banks and international banks. They carry profit rate

ranging from 1.12% to 1.29% (31 December 2020: 0.5% to 1.62%).
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AL RAJHI COMMODITIES MUDARABA FUND SAUDI RIYAL
(An open-ended mutual fund)
Managed by
AL RAJHI CAPITAL COMPANY
Notes to the financial statements
For the year ended 31 December 2021
(Amounts in SAR)

6. INVESTMENTS MEASURED AT FAIR VALUE THROUGH PROFIT OR LOSS (FVTPL)

This represents investment in the units of Alinma Saudi Riyal Liquidity Fund, the cost and fair value of investment is as

follows:
31 December 2021
% of Fair Cost Fair value Unrealised
Value gain
Alinma Saudi Riyal Liquidity Fund 100 1,183,114,334 1,201,000,476 17,886,142
31 December 2020
Unrealised
% of Market Cost Market value gain
Value
Alinma Saudi Riyal Liquidity Fund 100 1,100,003,577 1,106,498,884 6,495,307

Investments in mutual funds are unrated. The Fund also does not have an internal grading mechanism. The Fund
Manager seeks to limit its risk by monitoring each investment exposure and setting limits for individual
investment.

6.1 Net gains from investments measured at FVTPL

2021 2020

Realised gains 4,332,682 -
Unrealised gains 11,390,835 6,495,307
15,723,517 6,495,307

6.2 Movement of unrealized gain / loss on re-measurement of investment classified as Financial asset at FVTPL:

2021 2020
Fair value as at 31 December 1,201,000,476 1,106,498,884
Cost as at 31 December 1,183,114,334 1,100,003,577
Unrealised gain as at 31 December 17,886,142 6,495,307
Unrealised gain as at 1 January 6,495,307 -
Unrealised gain for the year 11,390,835 6,495,307
7. INVESTMENTS MEASURED AT AMORTISED COST
Notes 31 December 31 December
2021 2020
Murabaha placements with the other banks 7.1 16,068,000,000 15,318,000,000
Sukuk 7.2 741,664,639 134,000,000
Accrued special commission 73,995,753 76,527,243

16,883,660,392 15,528,527,243
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AL RAJHI COMMODITIES MUDARABA FUND SAUDI RIYAL
(An open-ended mutual fund)
Managed by
AL RAJHI CAPITAL COMPANY
Notes to the financial statements
For the year ended 31 December 2021
(Amounts in SAR)

7.INVESTMENTS MEASURED AT AMORTISED COST (CONTINUED)

7.1 Murabaha placements with the other banks are composed of the following:

31 December 2021
% of Cost
Remaining maturity Value SAR
Up to 1 month 22.59 3,630,000,000
1-3 months 37.02 5,948,000,000
3-6 months 31.37 5,040,000,000
6-9 months 6.53 1,050,000,000
9-12 months 2.49 400,000,000
100 16,068,000,000

31 December 2020
% of Cost
Remaining maturity Value SAR
Up to 1 month 19.13 2,930,000,000
1-3 months 39.68 6,078,000,000
3-6 months 16.71 2,560,000,000
6-9 months 12.73 1,950,000,000
9-12 months 11.75 1,800,000,000
100.00 15,318,000,000

7.1.1 Murabaha placements are held with the local banks and international banks. They carry profit rate
ranging from 0.95% to 1.77% (31 December 2020: 0.6% to 3.1%).

7.2 Sukuk is summarised below:

As at 31 December 2021 Rate Maturity date SAR
Alinma Sukuk 4% 1 July 2026 (Call Date) 332,000,000
Saudi government SAR sukuk 2018-10-5 3.68% 24 October 2023 104,851,156
Bank Aljazira Sukuk 2.45% 8 December 2026 (Call Date) 100,000,000
Saudi government SAR sukuk 2018-10-7 3.88% 24 October 2025 66,331,653
Bahri- Sukuk 1.64% 28 July 2022 45,000,000
Almarai sukuk 1.99% 16 September 2022 36,000,000
Saudi government SAR sukuk 2017-9-7 3.25% 20 September 2024 31,653,842
Saudi government SAR sukuk 2018-7-7 3.62% 25 July 2025 25,827,988

741,664,639
As at 31 December 2020 Maturity date SAR
Bank Aljazira Sukuk 2.78% 2 June 2026 53,000,000
Bahri-Sukuk 1.78% 30 July 2022 45,000,000
Almarai Sukuk 2.09% 16 September 2022 36,000,000

134,000,000

. MANAGEMENT FEE

As per the terms and conditions of the Fund, the Fund pays a management fee at a maximum rate of 16% per
annum (2020:16%) calculated on the fund’s special commission. The fee is intended to compensate the Fund
Manager for administration of the Fund.
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AL RAJHI COMMODITIES MUDARABA FUND SAUDI RIYAL
(An open-ended mutual fund)
Managed by
AL RAJHI CAPITAL COMPANY
Notes to the financial statements
For the year ended 31 December 2021
(Amounts in SAR)

TRANSACTIONS WITH RELATED PARTIES

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. The related parties of the Fund
include the Fund Manager, the Fund Board,other funds managed by the Fund Manager and key management
personnel of the Fund manager. In the ordinary course of its activities, the Fund has transactions with the Fund
Manager.

The Fund does not charge any subscription fee on subscription of units and redemption fees on redemption of
units. Other expenses paid by the Fund Manager on the behalf of the Fund are recharged to the fund as they
are incurred as per constituting documents of the Fund.

In addition to transactions disclosed elsewhere in these financial statements, significant transactions with
related parties for the years and related balances as at 31 December are as follows:

Transactions for the year Balance as at
ended 31 December 31 December
Nature of
Related party transaction 2021 2020 2021 2020
SAR SAR SAR SAR
The Fund Manager Management fee 44,358,022 44,402,195 3,804,485 3,367,704
Fund Board Board fee 40,037 32,480 40,037 32,480

The units in issue at 31 December 2021 include 6,661 units held by the employees of the Fund Manager (31
December 2020: 50,639 units).

The units in issue at 31 December 2021 include units held by the Fund Manager 291,939 units (31 December
2020: 3,926,056 units).

ACCRUED EXPENSES
For the year ended 31 December
2021 2020
SAR SAR
Accrued custodian fees 167,846 56,418
Accrued professional fees 28,200 25,300
Other accrued expense 18,351 11,148
214,397 92,866
OTHER EXPENSES
For the year ended 31 December
2021 2020
SAR SAR
Custody fee 953,892 493,782
Board of directors’ fees 40,037 32,480
Audit fee 34,500 40,250
Other expense 34,180 26,133
1,062,609 592,645
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AL RAJHI COMMODITIES MUDARABA FUND SAUDI RIYAL

(An open-ended mutual fund)

Managed by
AL RAJHI CAPITAL COMPANY
Notes to the financial statements
For the year ended 31 December 2021
(Amounts in SAR)

FAIR VALUE OF FINANCIAL INSTRUMENTS

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. The fair value measurement is based on the
presumption that the transaction to sell the asset or transfer the liability takes place either:

- In the principal market for the asset or liability; or
- In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Fund. The fair value of an asset or a
liability is measured using the assumptions that market participants would use when pricing the asset or
liability, assuming that market participants act in their economic best interest.

The Fund uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs. Changes in assumptions about these factors could affect the fair value of financial
instruments.

Valuation models

The fair values of financial instruments that are traded in active markets are based on prices obtained directly
from an exchange on which the instruments are traded or obtained from a broker that provides an unadjusted
quoted price from an active market for identical instruments. For all other financial instruments, the Fund
determines fair values using other valuation techniques.

For financial instruments that trade infrequently and have little price transparency, fair value is less objective
and requires varying degrees of judgment depending on liquidity, uncertainty of market factors, pricing
assumptions and other risks affecting the specific instrument.

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: Inputs that are quoted market prices (unadjusted) in active markets for identical instruments.

Level 2: Inputs other than quoted prices included within Level 1 that are observable 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 in which all significant inputs are directly or
indirectly observable from market data.

Level 3: Inputs that are unobservable. This category includes all instruments for which the valuation technique
includes inputs not based on observable data and the unobservable inputs have a significant effect on the
instrument’s valuation. This category includes instruments that are valued based on quoted prices for similar
instruments but for which significant unobservable adjustments or assumptions are required to reflect
differences between the instruments.

Fair value hierarchy — Financial instruments measured at fair value

The table below analyses financial instruments at the reporting date by the level in the fair value hierarchy into
which the fair value measurement is categorized.

Carrying 31 December 2021

value Level 1 Level 2 Level 3 Total
Investments at  1,201,000,476 - 1,201,000,476 - 1,201,000,476
FVTPL
Investments at  16,883,660,392 226,606,302 521,395,814 16,136,154,293  16,884,156,409
amortised cost

31 December 2020

Carrying value Level 1 Level 2 Level 3 Total
Investments at 1,106,498,884 1,106,498,884
FVTPL 1,106,498,884 -
Investments at 15,528,527,243 15,528,527,243
amortised cost 45,349,606 89,346,147 15,393,831,490
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AL RAJHI COMMODITIES MUDARABA FUND SAUDI RIYAL
(An open-ended mutual fund)
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AL RAJHI CAPITAL COMPANY
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For the year ended 31 December 2021
(Amounts in SAR)

FAIR VALUE OF FINANCIAL INSTRUMENTS (CONTINUED)
During the year, there has been no transfer in fair value hierarchy for the financial assets held at fair value.

The Fund values securities that are traded on a stock exchange at their last reported prices. To the extent that
securities are actively traded and valuation adjustments are not applied, they are categorized in Level 1 of the
fair value hierarchy, hence the Fund’s assets (sukuks) recorded at amortized cost have been categorized based
on fair value hierarchy Level 1.

For level 2 investments measured at FVTPL, fair value is determined based on the NAV and for the
investments measured at amortized cost fair value is determined based on the similar security external price.

Financial instruments such as cash and cash equivalents are classified under level 1 and the other financial
instruments such as Murabaha placements, other assets, management fee payable and accrued expenses and
other liabilities are short term financial assets and financial liabilities whose carrying amounts approximate
their fair value, because of the short-term nature and high credit quality of counterparties are classified under

level 3.

13. MATURITY ANALYSIS OF ASSETS AND LIABILITIES

The table below shows an analysis of assets and liabilities according to when they are expected to be recovered

or settled respectively:

Within Aﬁer
12 months 12 months Total

As at 31 December 2021
ASSETS
Cash and cash equivalents 2,055,565,353 - 2,055,565,353
Investments measured at FVTPL 1,201,000,476 - 1,201,000,476
Investments measured at amortized cost 16,222,995,753 660,604,639 16,883,660,392
TOTAL ASSETS 19,479,561,582 660,664,639  20,140,226,221
LIABILITIES

Management fee payable 3,804,485 - 3,804,485
Accrued expenses 254,434 - 254,434
TOTAL LIABILITIES 4,058,919 - 4,058,919

Within Aﬁer
12 months 12 months Total

As at 31 December 2020

ASSETS

Cash and cash equivalents 1,012,147,250 - 1,012,147,250

Investments measured at FVTPL 1,106,498,884 - 1,106,498,884

Investments measured at amortized cost 15,394,527,243 134,000,000  15,528,527,243

TOTAL ASSETS 17,513,173,377 134,000,000 17,647,173,377
LIABILITIES

Management fee payable 3,367,704 - 3,367,704
Accrued expenses 125,346 - 125,346
TOTAL LIABILITIES 3,493,050 - 3,493,050
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14. CLASSIFICATION OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES

The table below sets out the classification of the carrying amounts of the Fund’s financial assets and financial
liabilities into categories of financial instruments:

31 December 2021 Amortized cost FVTPL
FINANCIAL ASSETS

Cash and cash equivalents 2,055,565,353 -

Money market placements and sukuk 16,883,660,392 -

Mutual funds - 1,201,000,476
Total Financial Assets 18,939,225,745 1,201,000,476
FINANCIAL LIABILITIES

Management fee payable 3,804,485 -
Accrued expenses 254,434 -

Total Financial Liabilities 4,058,919 -

31 December 2020 Amortized cost FVTPL
FINANCIAL ASSETS

Cash and cash equivalents 1,012,147,250 -

Money market placements and sukuk 15,528,527,243 -

Mutual funds 1,106,498,884
Total Financial Assets 16,540,674,493 1,106,498,884
FINANCIAL LIABILITIES

Management fee payable 3,367,704 -
Accrued expenses 125,346 -

Total Financial Liabilities 810,895 -

RISK MANAGEMENT POLICIES

The Fund has exposure to the following risks from financial instruments:
- credit risk
- liquidity risk
- market risks; and
- operational risk.

This note presents information about the Fund’s objectives, policies and processes for measuring and
managing risk, and the Fund’s management of capital.

Risk management framework

The Fund primarily aims to invest in a diversified portfolio consisting of investments in sukuks and Murabaha
placements. The nature and extent of the financial instruments outstanding at the statement of financial position
dare and the risk management policies employed by the Fund are discussed below.

The Fund’s investment manager has been given discretionary authority to manage the assets in line with the
Fund’s investment objectives. Compliance with the target asset allocations and the composition of the portfolio
are monitored by the Fund’s Board.
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RISK MANAGEMENT POLICIES (CONTINUED)
Credit risk (Continued)

In instances where the portfolio has diverged from target asset allocations, the Fund’s investment manager is
obliged to take actions to rebalance the portfolio in line with the established targets, within the prescribed time
limits.

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

Credit risk
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the
other party to incur a financial loss.

The Fund is exposed to credit risk for its cash and cash equivalents, money market placements and sukuk
investments. The Fund Manager seeks to limit its credit risk by monitoring credit exposures and by dealing
with only reputable counterparties.

The Fund’s policy over credit risk is to minimize its exposure to counterparties with perceived higher risk of
default by dealing only with counterparties that meet the certain credit standards.

Credit risk is monitored on a regular basis by the Fund Manager to ensure it is in line with the investment
guidelines of the Fund Board.

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

31 December 31 December

2021 2020
SAR SAR
Cash and cash equivalents 2,053,066,207 1,011,542,414
Investments measured at amortized cost 16,883,660,392 15,452,000,000

18,936,726,599  16,463,542,414

The Fund does not have a formal internal grading mechanism. Credit risk is managed and controlled by
monitoring credit exposures, limiting transactions with specific counterparties and continually assessing the
creditworthiness of counterparties. Credit risk are generally managed on the basis or external credit ratings of
the counterparties. Cash and cash equivalents are maintained with banks having sound credit ratings.

Allowance for impairment
The Fund has investments in Murabah placements and sukuks which are measured at amortised cost and the

impact ECL is not material to the financial statements since investments are with counter parties having sound
credit rating. Hence, no impairment allowance is recorded in these financial statements.

Liquidity risk

Liquidity risk is the risk that the Fund will encounter difficulty in releasing funds to meet commitments
associated with financial liabilities.

The Fund’s Terms and Conditions provide for the subscriptions and redemptions of units throughout the week
and it is, therefore, exposed to the liquidity risk of meeting unitholders redemptions at any time. As at 31
December 2021 and 31 December 2020, the Fund’s cash and cash equivalents and investments measured at
FVTPL are considered to be short-term in nature and realisable. The Fund Manager monitors liquidity
requirements on a regular basis and seek to ensure that funds are available to meet commitments as they arise.
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RISK MANAGEMENT POLICIES (CONTINUED)

The maturity analysis of the financial assets and liabilities of the Fund is detailed in Note 13 to the financial
statements.

Market risk

Market risk is the risk that changes in market prices — such as foreign currency risk, special commission rate
risk and equity price risk — will affect the Fund’s income or the fair value of its holdings in financial
instruments.

The Fund’s strategy for the management of market risk is driven by the Fund’s investment objective as per
Fund’s Terms and Conditions. The Fund’s market risk is managed on a timely basis by the investment manager
in accordance with the policies and procedures in place. The Fund’s market positions are monitored on a timely
basis by the Fund Manager.

Special commission rate risk

Special commission rate risk is the risk that the financial instruments will fluctuate due to changes in the
market special commission rates. The Fund is subject to special commission rate risk on its murabaha
placements and investments in Sukuk.

A breakdown of the investments based on the type of commission rate on sukuk and money market placements
is as follows:

31 December 2021

Cost in SAR Fair value in SAR
Fixed rate 18,678,664,639 18,674,782,240
Floating rate 181,000,000 185,378,415
18,859,664,639 18,860,160,655

The following table demonstrates the sensitivity of the Fund’s profit or loss for the year to a reasonably
possible change in interest rates, with all other variables held constant. There is no sensitivity effect on other
comprehensive income (OCI) as the Fund has no assets designated as fair value through other comprehensive
income or hedging instruments. In practice, the actual trading results may differ from the below sensitivity
analysis and the difference could be significant.

Change in profit rate Impact on profit or loss
31 December 31 December
2021 2020
SAR SAR
Increase by 1% 188,596,646 154,520,000
Decrease by 1% (188,596,646) (154,520,000)
Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the
processes, technology and infrastructure supporting the Fund’s activities with financial instruments, either
internally within the Fund or externally at the Fund’s service providers, and from external factors other than
credit, market and liquidity risks such as those arising from legal and regulatory requirements and generally
accepted standards of investment management behavior.

The Fund’s objective is to manage operational risk so as to balance limiting of financial losses and damage to
its reputation with achieving its investment objective of generating returns to the Unitholders.

The primary responsibility for the development and implementation of control over operational risks rests with
the Risk Management team. This responsibility is supported by the development of overall standard for the
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RISK MANAGEMENT POLICIES (CONTINUED)

management of operational risk, which encompasses the controls and processes at the service providers and
the establishment of service levels with the service providers, in the following areas:

- documentation of controls and procedures;
- requirements for:
= appropriate segregation of duties between various functions, roles and responsibilities;
= reconciliation and monitoring of transactions; and
= periodic assessment of operational risks faced
- the adequacy of controls and procedures to address the risks identified;
- compliance with regulatory and other legal requirements;
- development of contingency plans;
- training and professional development;
- ethical and business standards; and
- risk mitigation, including insurance if this is effective

SUBSEQUENT EVENT

No events have occurred since the reporting date that require adjustments to or disclosure in the Financial
Statements.

LAST VALUATION DAY

The last valuation day of the period was 31 December 2021 (year ended 31 December 2020: 31 December
2020).

APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were approved by the Fund’s Board of Directors on 24 Sha’aban 1443H
(corresponding to 27 March 2022).
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