






























MUSHARAKA SAUDI EQUITY FUND
(Managed by Musharaka Capital Company)
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2021

6 - RELATED PARTIES TRANSACTIONS AND BALANCES

Related parties represent the Fund Manager, the Fund Board and the Fund Sharia Committee.

Name of 
related party

Nature of 
transaction 2021 2020 2021 2020

SR SR SR SR

Fund Manager Management fee 172,018         127,845         61,727            12,115             

Fund Board Board of Directors 
remuneration 12,000           12,000           -                  -                   

Sharia 
Committee

Sharia Committee 
remuneration 24,000           28,000           -                  -                   

61,727            12,115             

Management fees

Board of Directors remunerations

Sharia Committee remuneration SR 24,000 (previously SR 28,000)

7 - VALUATION DAY

8 - FINANCIAL RISK MANAGEMENT 

The following table provides the total amount of transactions that have been entered into with related parties
during the year and their related accruals as at:

The Fund's units are valued daily from Sunday to Thursday, and unit price is announced on the following
business day. The last valuation day for the purpose of preparation of these financial statements was 31
December 2021.

The Fund Manager investment in the Fund as at 31 December 2021 is SR 7,749,760 (31 December 2020: SR
6,035,339) which represents 84.46 % of the Fund's issued units (31 December 2020: 83.63 %).

Basis and term of payment for fee payable to related parties as per terms and conditions of the Fund approved by
CMA are as follows:

Basis and rate Payment term

1.75 % of net asset value Annually

Type of fee_________________________

Transactions for the year Balances

__________________________

SR 3,000 per member only payable to 
the independent members, maximum 
up to 24,000 per annum

___________________________

Paid semi annually.

The Fund Manager is responsible for identifying and controlling risks. The Fund Board supervises
the  Fund Manager and is ultimately responsible for the overall management of the Fund.

Monitoring and controlling risks is primarily set up to be performed based on the limits established by the
Fund Board. The Fund has its Terms and Conditions document that sets out its overall business strategies, its
tolerance of risks and its general risk management philosophy and is obliged to take actions to rebalance the
portfolio in line with the investment guidelines.

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

The objective of the Funds is to safeguard the ability to continue as a going concern so
that it can continue to provide optimum returns to its Unitholders and to ensure reasonable safety to the
Unitholders.

Annually
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MUSHARAKA SAUDI EQUITY FUND
(Managed by Musharaka Capital Company)
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2021

8 - FINANCIAL RISK MANAGEMENT (Continued)

(a) Market Risk: 

(i) Equity price

(ii) Commission rate risk

(b) Credit risk

2021 2020

SR SR

           481,862 -                  
           338,313          1,543,924 

           820,175          1,543,924 

(c) Liquidity risk

Carrying
amount

Less than 1
year 

 1  year to 5
years

More than 5
years

 SR  SR  SR  SR
Financial Liabilities

            87,852             87,852                      -                         -   

            87,852             87,852                      -                         -   

Carrying
amount

Less than 1
year 

 1  year to 5
years

More than 5
years

 SR  SR  SR  SR
Financial Liabilities

            48,782             48,782                      -                         -   

            48,782             48,782                      -                         -   

9 - APPROVAL OF FINANCIAL STATEMENTS

These financial statements were approved by the Fund's Board of Directors on 28 March 2022.

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 Fund seeks to manage its credit risk with respect to the banks by only dealing with reputable
banks.

Liquidity risk is the risk that the Fund will encounter difficulty in raising funds to meet commitments associated
with financial instruments. Liquidity risk may result from an inability to sell a financial asset quickly at an
amount close to its fair value. The Fund manages its liquidity risk by monitoring investing activities and cash
flows on regular basis.

Cash and cash equivalents

31 December 2021

Accrued expenses

31 December 2020

Accrued expenses

The carrying amount of financial assets represents the maximum credit exposure. 

Other assets

The Fund listed equity securities are susceptible to market price risk arising from uncertainties about its
future values of the investment securities. The Fund manages the equity price risk through diversification
and by placing limits on individual and total equity instruments sectors.

Commission rate risk is the risk that the value of financial instruments will fluctuate due to the changes in the
market commission rates. The Fund is not subject to commission rate risk.

Market price risk is the risk that value of a financial instrument will fluctuate as a result of changes in
market prices, such as foreign exchange rates and interest rates, and will affect the Fund's profit or the value
of its holdings of financial instruments. The objective of market risk management is to manage and control
market risk exposures within acceptable parameters, while optimizing the return.
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