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Directors’ Report for the financial year ended December 31, 2016 
 
 
To: The Shareholders of Arab National Bank 
 
 
The Board of Directors (the Board) is pleased to submit Arab National Bank’s Annual 
Report for the financial year ended December 31, 2016. 
 
Introduction 

Arab National Bank (the Bank), a Saudi Joint Stock Company, was incorporated 
pursuant to Royal Decree No. M/38 dated Rajab 18,1399H (corresponding to June 
13, 1979). The Bank’s Head Office is located in Riyadh and it operates through 151 
branches in the Kingdom of Saudi Arabia (the Kingdom) and one branch in London, 
UK. The Bank provides a full range of banking and financial services to its retail and 
corporate customers.  
 
Financial Results 

Net income for the 2016 financial year amounted to SAR 2,854 million compared to 
SAR 2,964 million in 2015, a decrease of 3.7%. Net special commission income 
increased by 7.8% to SAR 4,145 million compared to SAR 3,845 million in the 
previous year, while fees and commission income decreased by 19.3% to SAR 1,037 
million from SAR 1,286 million in 2015. This resulted in total operating income 
increasing by 1.3% from SAR 5,781 million in 2015 to SAR 5,854 million in the 
current financial year. 
 
Operating expenses before provisions totalled SAR 2,261 million compared to SAR 
2,243 million in 2015, representing an increase of 0.8%. The Bank continued to adopt 
conservative risk management policies to ensure it has sufficient provision coverage.  
Provision charge for credit losses was SAR 726 million compared to SAR 575 million 
in 2015 resulting in a non-performing loans coverage ratio of 270% as at December 
31, 2016. 
 
The Bank’s loan portfolio ended the year at SAR 115,512 million compared to SAR 
115,656 million in 2015 and its investment portfolio decreased to SAR 25,548 million 
from SAR 33,294 million in 2015, a decrease of 0.1% and a decrease of 23.3% 
respectively. 
 
Total assets and customer deposits as at December 31, 2016 amounted to SAR 
170,009 million and SAR 135,907 million respectively. 
 
Equity attributable to equity holders of the Bank was SAR 23,235 million compared to 
SAR 21,894 million in 2015, an increase of 6.1%.   
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Financial Highlights 
 

SAR millions 

 2016 2015 2014 2013 2012 

Loans and advances, 
net 

115,512 115,656 104,180 88,785 86,646 

Investments, net 25,548 33,294 33,941 28,331 24,408 

Customers’ deposits 135,907 135,761 129,740 106,428 107,618 

Shareholders' Equity 23,235 21,894 20,601 19,080 17,804 

Total assets 170,009 170,421 164,668 137,935 136,639 

Total liabilities 146,084 147,789 144,029 118,747 118,730 

Total operating 
income 

5,854 5,781 5,441 5,039 4,616 

Total operating 
expenses 

3,025 2,862 2,591 2,551 2,273 

Net Income 2,854 2,964 2,875 2,522 2,371 

 
 
Geographical Analysis of Revenues 

The Bank’s revenues are earned mainly through its activities in the Kingdom and are 
distributed as follows: 

SAR ‘000   

Central Region*  3,946,847 

Western Region  1,150,708 

Eastern Region  756,582 

Total   5,854,137 

* Includes London branch revenues (not disclosed separately due to it being immaterial to the 
Bank as a whole). 

 

Subsidiaries and Associates 

 
Arab National Investment Company (ANB Invest) 

The Bank established a wholly owned subsidiary ANBI, a Saudi closed joint stock 
company, registered in the Kingdom under commercial registration No. 1010239908 
issued on Shawal 26, 1428H (corresponding to November 7, 2007). The subsidiary's 
authorized and issued capital is SAR 400 million (40 million shares), and its objective 
is to manage the Bank's investment services and asset management activities 
related to dealing, managing, arranging, advising and custody of securities regulated 
by the Capital Market Authority (CMA). The subsidiary commenced operations on 
Muharram 3, 1429H (corresponding to January 12, 2008).  On Muharram 19, 1436 
(corresponding to November 12, 2014) the subsidiary changed its legal structure 
from a limited liability company to a closed joint stock company. 
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The objective of the subsidiary was further amended on Sha’ban 26, 1437H 
(corresponding to June 2, 2016) to provide loans to the subsidiary’s customers to 
trade in financial papers as per the Saudi Arabian Monetary Authority’s circular No. 
371000014867 dated 5/2/1437H, and the CMA’s circular No. S/6/16287/15 dated 
10/3/1437H. 

 
Arabian Heavy Equipment Leasing Company (AHEL) 

A 87.5% owned subsidiary incorporated in the Kingdom of Saudi Arabia as a Saudi 
closed joint stock company under commercial registration No. 1010267489 issued in 
Riyadh on Jumada I 15, 1430H ( corresponding to May 10, 2009). The company's 
authorised capital is SAR 1,000 million representing 100 million shares with a 
nominal value of SAR 10 per share. The issued and paid in capital amounted to SAR 
300 million (30% of the company’s authorised capital(. The company is engaged in 
the leasing of heavy equipment and operates in compliance with Shari’ah principles. 
On May 6, 2014 the Bank increased its ownership percentage in this subsidiary from 
62.5% to 87.5%.  

 
Saudi Home Loan Company (SHL) 

A 40% owned associate incorporated in the Kingdom of Saudi Arabia as a Saudi 
closed joint stock company under commercial registration No. 1010241934. The 
company's authorised capital is SAR 2,000 million representing 200 million shares 
with a nominal value of SAR 10 per share. The issued and paid in capital amounted 
to SAR 800 million (40% of the company’s capital). SHL is a specialized Islamic 
home and real estate finance company with all its products and services being fully 
Shari’ah compliant. The company commenced its business in the fourth quarter of 
2007 and is equity accounted. 

 
MetLife - AIG - ANB Cooperative Insurance Company  

During 2012, the Bank participated in setting up a Saudi joint stock company 
registered in the Kingdom of Saudi Arabia under commercial registration No. 
1010391438. The company's authorized and issued capital is SAR 175 million 
representing 17.5 million shares with a nominal value of SAR 10 per share. The Bank 
owns 5.25 million shares (30%) at a nominal value of SAR 10 per share. 

In accordance with cooperative insurance company Regulations, the company’s 
executive bylaws and the laws effective in the Kingdom, the company will transact in 
cooperative insurance operations and related activities. Its principal lines of business 
include individual and group life, accident, health and all classes of general 
insurance. The company completed the legal formalities for incorporation on August 
29, 2013, and its shares were listed on the Saudi Arabian Stock Exchange (Tadawul) 
on Muharram 23, 1435H (corresponding to November 26, 2013). The Saudi Arabian 
Monetary Agency (SAMA) has provided the company with final approval to conduct 
insurance business in the Kingdom on February 25, 2014. The company commenced 
its insurance operations during April 2014 and is equity accounted. 

On April 27, 2015, the company’s Board of Directors recommended increasing the 
company’s capital from SAR 175 million to SAR 350 million through a rights issue. In 
this connection, the company submitted its business plan along with related 
documents to SAMA on June 7, 2015 for approval.  SAMA subsequently approved 
the capital increase on August 31, 2015.  The company submitted the required 
documents to the CMA on November 15, 2015 and obtained the Authority’s approval 
on January 19, 2016. The Bank owns 10.5 million shares (30%) at a nominal value of 
SAR 10 per share as of December 31, 2016. 
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Arab Insurance Agency 

A wholly owned subsidiary incorporated in the Kingdom of Saudi Arabia during 2013 
as a limited liability company under commercial registration No. 1010396423 issued 
in Riyadh dated Muharram 28, 1435H (corresponding to December 1, 2013). The 
company's capital amounts to SAR 500,000 consisting of 50,000 parts at a nominal 
value of SAR 10 per part. The agency obtained its license from the SAMA to start its 
activities on Jumada I 5, 1435H (corresponding to March 6, 2014).  

 

Al-Manzil Al-Mubarak Real Estate Financing Ltd. 

A wholly owned subsidiary, registered in the Kingdom of Saudi Arabia as a limited 
liability company under commercial registration no. 1010199647 issued in Riyadh dated 
Jumada I 18, 1425H (corresponding to July 6, 2004). The company’s capital amounts to 
SAR 1 million consisting of 10,000 parts (at a nominal value of SAR 100 per part). The 
subsidiary is engaged in the purchase, sale and lease of land and real estate for 
investment purposes. 

 
ANBI Business Gate Fund (the Fund) 
 

The Bank owns indirectly 25.47% of the Fund, which is a closed-ended private 
placement real estate investment fund launched on August 25, 2014 for a period of 5 
years starting from date of closure of first offering on January 11, 2015. CMA has 
been informed of the offering of the Fund through letter number 8/14//411 dated 
Shawwal 9, 1435H (corresponding to August 5, 2014). The Fund’s purpose is to 
acquire real estate assets, an income generating real estate property located in the 
city of Riyadh, out of which the Fund will receive rental and hotel operating income 
over the Fund term. The fund’s total shareholding reached SAR 950 million divided to 
950,000 units and each unit value is SAR 1,000. The Group has significant 
aggregate economic interest in the Fund and manages the Fund through an 
agreement between Arab National Investment Company (the “Fund Manager”) and 
the Fund Investors (the “Unitholders”). As a result, management has concluded that 
the Group has effective control of the Fund and started consolidating the Fund’s 
financial statements effective December 31, 2015, (the date of effective control). 
 
All the above mentioned affiliates and associates’ primary business is conducted in 
the Kingdom of Saudi Arabia. 

 
Dividend Distribution Policy 
 
The rules governing the Bank’s dividend distribution are as follows: 

1- In accordance with SAMA’s requirements, a minimum of 25% of the Bank’s annual net 
income is required to be transferred to a statutory reserve until such reserve equals the 
Bank’s paid up capital;  

2- The Board periodically reviews and analyzes the Bank’s financial position, capital 
adequacy and growth projections. Accordingly, it proposes to the General Assembly 
whether to distribute dividends or not; 

3- If the General Assembly decides to distribute a dividend, it will be distributed to 
shareholders in proportion to their shareholdings held at the eligibility date as per the 
dividend announcement;  

4- The Board may also decide to distribute an interim dividend based on the Bank’s 
financial position; and 

5- Non-distributed earnings are transferred to the next year or to the general reserve. 
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The Board proposed a dividend distribution as follows: 
SAR ‘000 

2016  net income  2,853,901 

Retained earnings from previous years  2,509,946 

Total  5,363,847 

  
Distributed as follows:  

Transferred to statutory reserve  (714,000) 

Gross dividend distribution –Interim and proposed (1,477,000) 

Retained earnings for 2016   3,172,847 

 

Future Plans 

Management is in the process of executing the following initiatives as part of the Bank’s 
strategy: 

 Position the Bank to leverage the opportunities presented by the Saudi Vision 
(2030);  

 Position the Bank on a path to digital transformation;  

 Continuing to upgrade the Bank’s information and communication systems;  

 Continued focus on small and middle enterprises; and 

 Reinforce presence in the lucrative middle market.  

 
Principal activities 

For management purpose the Group is organized into the following major operating 
segments: 

 
 

Retail banking : Deposit, credit and investment products for individuals. 

Corporate banking : Loans, deposits and other credit products for corporate 
and institutional customers, small to medium sized 
businesses and the Bank’s London Branch; 

Treasury banking : Manages the Bank’s trading and investment portfolios and  
its funding, liquidity, currency and commission rate risks; 

Investment and 
brokerage services 

: Investment management services and asset management 
activities related to dealing, managing, arranging, advising 
and custody of securities regulated by CMA; and 

Other : Includes income on capital and unallocated costs, assets 
and liabilities pertaining to Head Office and other 
supporting departments 

 
Transactions between business segments are reported in accordance with the Group’s 
transfer pricing system. The Group has amended the transfer pricing methodology, with 
retrospective effect from January 1, 2016, to enhance the business segment reporting. 
Segment assets and liabilities mainly comprise operating assets and liabilities. 

The Group’s primary business is conducted in the Kingdom with one international branch 
in London, UK. Neither the branch’s total assets, liabilities, commitments nor its results 
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of operations are material to the Group’s overall consolidated financial statements and 
are as a result not disclosed separately. 

The Group’s total assets and liabilities as at December 31, 2016 and its total operating 
income, expenses and net income for the year then ended, by business segment, are as 
follows: 

SAR’000 

 

2016 

 
Retail 

banking 

 
Corporate 

banking 
 

Treasury  

Investment 
and 

brokerage 
services 

 
 

Other 

 
 

Total 

Total assets 38,646,384 81,688,890 45,777,443 1,720,057 2,175,948 170,008,722 

Investments in associates - - - - 616,395 616,395 

Total liabilities 70,312,127 69,597,993 5,524,959 135,825 513,265 146,084,169 
Operating income / (loss) from external 

customers 2,028,481 3,799,425 (288,908) 172,545 142,594 5,854,137 

Intersegment operating income/(expense) 303,023 (1,790,974) 1,321,625 - 166,326 - 

Total operating income 2,331,504 2,008,451 1,032,717 172,545 308,920 5,854,137 

of which:       

Net Special commission income  1,962,616 1,508,848 484,077 12,827 177,117 4,145,485 

Fees and commission income, net  308,366 549,722 9,185 75,354 94,500 1,037,127 

Impairment charges for credit losses, net 364,350 361,786 - - - 726,136 

Impairment charges for investments, net - - 37,645 - - 37,645 

Depreciation and amortization 86,663 2,433 2,390 2,427 139,465 233,378 

Total operating expenses 1,832,069 871,700 141,327 95,921 83,521 3,024,538 

Share in earnings of associates, net - - - - 32,278 32,278 
Net income attributed to non-controlling 

interest - - - - (7,976) (7,976) 
Net income attributed to equity holders of 

the Bank 499,435 1,136,751 891,390 76,624 249,701 2,853,901 
 

 

Risks encountered or that could potentially be encountered by the Bank 
 
Risk Management 

The Bank’s Risk Management Group (RMG) provides an independent and 
centralized risk management function to ensure the best balance between risk and 
return is achieved in line with the Bank's strategic objectives. The Bank is mainly 
exposed to the following risks: 

 
a- Credit risk  
 

Credit exposures arise principally from lending activities related to loans and 
advances and investment activities. There is also credit risk in off-statement 
of financial position financial instruments, such as loan commitments. 

 
b- Market risk 

 
Market Risk is the risk that the fair value or future cash flows of financial 
instruments will fluctuate due to changes in market variables such as 
commission rates, foreign exchange rates and equity prices.  
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c- Operational Risk 

Operational risk is the risk of loss resulting from inadequate or failed internal 
control processes, people and systems or external events. Operational risk 
includes legal risks such as exposure to fines and penalties, punitive 
damages resulting from supervisory actions or private settlements. 

 
Corporate Governance in the Kingdom of Saudi Arabia 

The Bank implemented the Corporate Governance Guidelines issued by CMA in the 

Kingdom of Saudi Arabia, with the exception of the following: 

  

Article   Requirement  Reasons for Non-

Compliance  

Item (d) 

of Article 

6 

 Investors who are judicial persons 

and who act on behalf of others - 

e.g. investment funds – shall 

disclose in their annual reports their 

voting policies, actual voting, and 

ways of dealing with any material 

conflict of interests that may affect 

the practice of fundamental rights 

in relation to their investment. 

 The Bank is not permitted 

under any capacity to oblige 

judicial investors that act on 

behalf of others to disclose 

their voting rights. 

 
Governance Message 
 
Rational governance, along with adherence to the rules and regulations in force, 
represents an essential element directing ANB activities and operations. The Bank 
has instilled the rational management culture which ensured adherence to honesty 
and integrity, whereas the Board leads by example and management strives to have 
full commitment to regulations to the letter and spirit. 
 
The Bank’s philosophy is based on following the best practice of corporate 
governance, in addition to adherence to the regulatory stipulations of all the countries 
of its operations. Further, the Bank adheres to the corporate governance issued by 
the Saudi Arabian Monetary Agency, Capital Market Authority and the Companies 
Act issued by the Ministry of Commerce and Industry in the Kingdom of Saudi Arabia. 
 
Debt securities and Sukuk 
 

a- During the year ended December 31, 2006, the Bank issued USD 500 million; 

10 year subordinated floating rate notes (the notes) under its USD 850 million 

EMTN program. The notes initially carried a special commission rate of Libor 

plus 83 bps. The notes are non-convertible, unsecured and listed on the 

London stock exchange. These notes are callable after 5 years from their 

date of issuance. 
During the year ended December 31, 2009, USD 50 million was purchased 
from the secondary market and retired.  
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Effective October 31, 2011 and based on the step-up condition, the 
commission rate has been adjusted to Libor plus 133 bps. 
 
On October 31, 2015 the Bank exercised its call option to early redeem 100% 
of the principal amount of outstanding notes, together with the accrued 
interest till the option redemption date. 
 

b- On October 7, 2015 the Bank issued SAR 2 billion, 10 year subordinated and 
unsecured Tier II Capital (Sukuk), callable in 5 years.  These Sukuk carry a 
special commission rate of SIBOR plus 140 bps. 

  

Share Capital 

 As at December 31, 2016, the authorized, issued and fully paid share capital of the 

Bank consists of 1,000 million shares of SAR 10 each.   

Board of Directors 

The Bank’s management represented by the chairman and members of the Board is 

keen to deliver sustainable long-term value to shareholders. Implementation of the 

strategy set by the Board is delegated to the Managing Director (Chief Executive 

Officer), who is supported by the Executive Committee that comprise mainly of board 

members as well as Board Committees. 

The Board consists of ten members.  Six represent Saudi shareholders and are 

elected at the Shareholders General Assembly Meeting for a term of three years, and 

Arab Bank PLC appointed the remaining four members. All directors can be 

reappointed. 

The nominated Board members should possess professional skills, financial 

expertise, suitable qualifications and personal qualities. Further he should be of good 

reputation, integrity, competency, accountability and ability to carry out his duties and 

responsibilities as a Board member. It is essential that prior to his appointment, the 

nominated Board member should complete the Fitness Form issued by SAMA where 

the Bank obtains no-objection letter from SAMA to assure his fitness and integrity. In 

addition, the Bank may assure his suitability through the Saudi Credit Bureau 

(SIMAH) for any defaults related to the nominated Board member (this applies to the 

resident members).  

The Board has a clearly documented schedule of meetings and an agenda of key 

discussion points that include the agreement of strategy, budgets,  major capital 

expenditures, policies covering treasury, credit and other business units, the annual 

internal audit plan and authority levels for expenditure. All Directors have full and 

timely access to relevant information through the Board Secretary. They may also opt 

for independent professional advice at the Bank’s expense where needed to 

discharge their responsibilities.  

The Board ensures that the Bank’s organization structure is effectively established to 

manage its business. This structure includes appropriate delegation of authority and 

accountability taking into account acceptable levels of risks.  This is documented in 

the Bank’s high level control framework which is reviewed by the Board annually. 

Board members as at December 31, 2016 that were appointed by Arab Bank PLC 

were Nemeh Sabbagh, Mohammed A. Alghanamah, Bassem Ibrahim Awadallah and 

Dr. Robert Eid (Managing Director).  
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As at December 31, 2016, the Board consisted of the following members: 

Seq Name  Position  

1- Salah Rashed Al-Rashed* Chairman of the Board (independent) 

2- Dr. Robert Eid Board member (executive) 

3- Rashid Saad Al-Rashid* Board member (independent) 

4- Ahmed Abdullah Al-Akeil*▲ Board member (independent) 

5- Khaled M. Saad Albawardi*▲ Board member (independent) 

6- Hesham A. Aljabr* Board member (independent) 

7- Ahmed Wazie Alqahtani Board member (non-executive) 

8- Nemeh Sabbagh Board member (non-executive)  

9- Mohammed A. Alghanamah Board member (non-executive)  

10- Bassem Ibrahim Awadallah** Board member (non-executive)  

 

* According to the Capital Market Authority definition of independency. 

▲ According to the Saudi Arabian Monetary Authority definition of independency. 

** Effective 1/9/2016, Dr. Bassem Ibrahim Awadallah was appointed a member of the Board 

(representing Arab Bank PLC) to replace Mr. Riyad Burhan Tahir Kamal. 

Four regular Board meetings were held during 2016 and were attended as follows: 

Date  Attendance record No. of 
attendees 

March 24, 
2016 

Salah Rashed Al-Rashed, Robert Eid, Rashid Saad Al-Rashid, 
Ahmed Abdullah Al-Akeil,  Khaled M. Saad Albawardi, Hesham 
Abdullatif Al-Jabr, Ahmed Wazie Alqahtani,  Nemeh Sabbagh, 
Mohammed A. Alghanamah and Riyad Burhan Tahir Kamal. 

10 

May 23, 
2016 

Salah Rashed Al-Rashed, Robert Eid, Rashid Saad Al-Rashid, 
Ahmed Abdullah Al-Akeil,  Khaled M. Saad Albawardi, Hesham 
Abdullatif Al-Jabr, Ahmed Wazie Alqahtani, Nemeh Sabbagh, 
Mohammed A. Alghanamah and Riyad Burhan Tahir Kamal. 

10 

September 
27, 2016 

Salah Rashed Al-Rashed, Robert Eid, Rashid Saad Al-Rashid, 
Ahmed Abdullah Al-Akeil,  Khaled M. Saad Albawardi, Hesham 
Abdullatif Al-Jabr, Ahmed Wazie Alqahtani, Nemeh Sabbagh, 
Mohammed A. Alghanamah and Bassem Ibrahim Awadallah. 

10 

December 
20, 2016 

Salah Rashed Al-Rashed, Robert Eid, Rashid Saad Al-Rashid, 
Ahmed Abdullah Al-Akeil,  Khaled M. Saad Albawardi, Hesham 
Abdullatif Al-Jabr, Ahmed Wazie Alqahtani, Nemeh Sabbagh, 
Mohammed A. Alghanamah and Bassem Ibrahim Awadallah. 

10 
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Directors’ membership on the Boards of other Saudi joint stock companies  

 
Directors who were board members in other Saudi joint stock companies as at December 
31, 2016 were as follows: 
 

Director  Joint stock company 

 Salah Rashed Al-Rashed - White Cement Co. 
- Tech Invest Co. 
- Saudi Services for Electro Mechanic Works Co 
- Golden Chicken Farms Co.  
- Care and Science Medical Company Limited 
- Al-Rashed Trade and Contracting Company 
- Al-Rashed Abetong Co. 

 

-  

Rashid Saad Al-Rashid 
- Al-Rashed Trade and Contracting Company 
- Al-Rashed Abetong Co. 
- Saudi Services for Electro Mechanic Works Co 
- Golden Chicken Farms Co.  
- Specialized Medical Company 

 Ahmed Abdullah Al-Akiel - Southern Province Cement Co. 
- Aldrees for Petroleum Services and Transportation 

 Khaled M. Saad Albawardi - Albawardi Group of Companies 

Hesham Abdullatif Al-Jabr - Nattily Company for Furniture and Internal Design 
- Al Jabr Holding Company 

Ahmed Wazie Alqahtani  

Robert Eid  - Saudi Home Loans 
- MetLife - AIG - ANB Cooperative Insurance Company 
- ANB Invest 

Mohammed A. Alghanamah  

Nemeh Sabbagh  

Bassem Ibrahim Awadallah  

 

Principal Board Committees  

The Board formed a number of committees, each with its own specific terms of 

reference.  These committees consist of both board members and senior executives.   

 

Executive Committee  

The Executive Committee consists of the Managing Director and four other board 

members. Chaired by the Managing Director, the Executive Committee meets on 

average twice a month and acts as a general management committee with authority 

delegated to it by the Board. During 2016, the executive committee held 19 meetings. 

This Committee is responsible for implementing Bank policy, monitoring business 

performance, managing risks, ensuring the effectiveness of internal controls and 

approving large capital expenditure projects.  
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During 2016, the executive committee comprised Dr. Robert Eid (chairman), Salah 

Rashed Al-Rashed, Ahmed Abdullah Al-Akiel, Khaled M. Saad Albawardi and 

Mohammed A. Alghanamah (as members). 

Nomination and Compensation Committee 

The Nomination and Remuneration Committee was formed in 2010. It is comprised of 

three non-executive Board members: Khaled M. Saad Albawardi (Chairman), Salah 

Rashed Al-Rashed and Ahmed Abdullah Al-Akiel. The committee has the authority to 

review and recommend to the Board for its approval amendments to the Bank’s 

compensation policy and practices. The committee also reviews the level and 

composition of remuneration of key executives and recommends a risk adjusted bonus 

pool to the Board / Executive committee for approval. The committee’s functions also 

include nomination to Board membership, review of the Board’s membership structure, 

determine strengths and weaknesses therein and propose remedial action in line with 

the Bank's interests.  The committee held 7 meetings in 2016. 

At its meeting on March 27, 2011, the Extraordinary General Assembly endorsed the 

selection rules of the Nomination and Remuneration Committee’s members, the 

committee’s method of work and the committee members’ remuneration as advised by 

the Board. 

The Board approves the level of remuneration paid to the Board chairman and 

members in accordance with a mechanism that considers SAMA instructions which set 

maximum and minimum limits for such remuneration.  Annual remuneration and 

compensation of non-executive and independent Board members were SAR 3,297 

thousand, and for executive members SAR 358 thousand. Attendance allowances to 

the non-executive and independent Board members were SAR 542 thousand, and for 

executive members SAR 104 thousand. Expense allowances to non-executive and 

independent Board members including travel and accommodation expenses were 

SAR 574 thousand. Salaries paid during the year to the six senior executives including 

CEO and CFO were SAR 16,574 thousand. Their allowances and compensation 

amounted to SAR 3,097 thousand and their variable compensation were SAR 17,495 

thousand while their incentive plans amounted to SAR 3,150 thousand. Remuneration 

paid to members of the audit committee amounted to SAR 600 thousand and their 

attendance allowances to SAR 69 thousand. 

 

Audit Committee  

The Audit Committee assists the Board in reviewing the effectiveness of the Bank’s 

internal control processes and approves the Bank’s accounting policies and financial 

statements. The Audit Committee also approves the annual review plans of the 

Internal Audit Division and the Compliance Department, assesses the results of their 

work and ensures the existence of control processes that ensure proper 

implementation of the Bank's procedures. It provides a direct channel between the 

external auditors and the Board, ensures the external audit is conducted in a 

thorough and effective manner and that the reports by the external auditors are 

properly actioned. The Committee recommends the appointment of external auditors 

and reviews their audit plans and the results of the work performed. The Bank 

complies with the Rules and Guidelines for Banks in Saudi Arabia for Organizing 

Audit Committees issued by SAMA. 

The Committee is comprised of an independent board member and two independent 

non-board members. The Committee met 8 times during 2016. The committee meets 

regularly with the Managing Director, Chief Financial Officer, Head of Internal Audit, 

Head of Compliance, Head of Risk Management Group, External Auditors and other 
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members of the management team as may be required for discussions and 

deliberations. 

During 2016, the Audit Committee comprised Ahmed Abdullah Al-Akiel (Chairman), 

Mr. Saleh A. Al- Ismail and Mr. Mohammed A. Alomran.  

 

Strategy Committee 

The Board formed a strategy committee of five members as follows: 

- Rashid Saad Al-Rashid (Chairman); 

- Robert Eid; 

- Nemeh Sabbagh; 

- Hesham Abdullatif Al-Jabr; and 

- Ahmed Wazie Alqahtani. 

The Strategy Committee assists the Board with strategic matters in general and with 

the monitoring of the Strategy Plan implementation in particular. 

The Strategy Committee oversees the strategic planning process on behalf of the 

Board and ensures development, coordination and communication of the Bank’s 

strategic plan through a process of strategy implementation and monitoring.  

The Strategy Committee, in coordination with the Managing Director, ensures that 

accountabilities, decision making parameters and information channels exist for 

effective implementation of the Bank’s strategy. 

During 2016, the Strategy Committee held 1 meeting on March 9, 2016. 

 

Risk Committee 

The Board formed a risk committee consisting of the following 5 members: 

- Mohammed A. Alghanamah (Chairman) 

- Salah Rashed Al-Rashed 

- Ahmed Abdullah Al-Akeil 

- Khaled M. Saad Albawardi 

- Ahmed Wazie Alqahtani 

Roles and responsibilities of the committee are as follows: 

- Developing a risk strategy for the Bank and setting its overall risk appetite.  

- Ensuring that the Bank has an effective risk management framework for the 
identification, measurement, monitoring and control of the various risks to 
which the Bank are exposed, e.g. credit, market, liquidity, and operational.  

- Ensuring that the Bank has well-defined risk management policies covering 
all key risks inherent to its activities.  

- Requiring management to ensure that the staff involved in risk management 
possesses sound expertise and knowledge to discharge their responsibilities. 

- Ensuring that the Bank’s credit and market risks exposures are maintained at 
prudent levels. 
 

During 2016, the Risk Committee held 2 meetings. 
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Internal Control Framework 
 
The Management is responsible for establishing and maintaining an adequate and 

effective internal control system.  The internal control system includes the policies, 

procedures and processes, which are designed under supervision of the Board to achieve 

the strategic objectives of the Bank. 

Internal Audit provides an independent appraisal to the Board’s Audit Committee and the 

management as to the effectiveness of internal controls, regulatory compliance and 

conformity with Bank’s approved policies and procedures.  All significant and material 

findings of Internal Audit reviews are reported to the Audit Committee of the Board through 

quarterly activity reports. The Audit Committee actively monitors the adequacy and 

effectiveness of the internal control system to ensure that identified risks are mitigated to 

safeguard the interest of the Bank and its stakeholders. 

Concerted and integrated efforts are made by all functions of the Bank to improve the 

Control Environment at gross root level through continuous reviewing and streamlining of 

procedures to prevent and rectify any control deficiencies.  Each function, under the 

supervision of the Senior Executive Management is entrusted with the responsibility to 

oversee rectification of control deficiencies identified by internal and external auditors. 

The Compliance function, which is subject to periodic and independent review by the 

Internal Audit function, carries out its duties and responsibilities under a compliance 

programme that sets out its planned activities, such as the implementation and review of 

specific policies and procedures, compliance risk assessment, compliance testing, and 

educating staff on compliance matters.  

The Bank’s internal control system has been designed to provide reasonable assurance to 

the Board, on the management of risks to achieve the Bank’s strategic objectives. Internal 

control systems, no matter how well designed, have inherent limitations, and may not 

prevent or detect all control deficiencies. Moreover, the projection of current evaluations of 

the effectiveness to future periods is subject to a limitation that controls may become 

inadequate due to changes in conditions or compliance with policies and procedures. 

Management has adopted Internal Controls integrated framework as recommended by 

SAMA through its guidelines on Internal Controls. 

Audit Committee also receives quarterly updates on the Internal Controls Gaps from 

Internal Audit Department of the Bank.  The update on internal controls gaps confirms that 

the highlighted gaps in the Bank’s internal control system have been adequately 

addressed by the Management. 

Based on the results of the ongoing evaluation of internal controls carried out by the 

management during the year, the Management considers that the Bank’s existing control 

system is adequately designed, operating effectively and monitored consistently.  

Nevertheless, the Management continuously endeavors to enhance and further strengthen 

the internal control system of the Bank. 

Based on the above, the Board of Directors has duly endorsed Managements’ evaluation 

of the internal control system, as prescribed by SAMA.    
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  Results of the Review of Internal Control Procedures’ Effectiveness 

The Audit Committee reviews the effectiveness of the internal control system and informs the 
Board of the steps taken in this regard. It also submits an inclusive annual report to the Board to 
assist it in its review of the effectiveness of the internal control system. Following the Audit 
Committee’s review of the Bank’s internal control procedure reports, most important of which is 
the Internal Audit and Risk Management reports and after meetings with the respective heads 
of these functions to discuss the contents of their reports and the performance of their sectors, 
the Committee conveys its conclusion to the Board whether the Bank’s internal control cycle 
reflects the effectiveness of its internal control procedures and that it is in continued 
development to meet changing business needs and developments. The Committee is not 
aware of any significant control gaps or weaknesses in the Bank’s internal control systems that 
require disclosure. 

Regarding the accounting policies applied in the Bank, the Committee continually discusses the 

impact of instructions issued by SAMA and other regulatory authorities and any changes in the 

Bank’s accounting policies or local and International Financial Reporting Standards (IFRS) with 

the Bank’s officials and periodically with the External Auditors to ensure its implementation in 

compliance with said instructions/changes. 

Communication with Shareholders  

Communication with shareholders is given a high priority. Extensive information about the 

Bank’s activities is provided in the Annual and Interim Financial Statements, which are 

published in the newspapers and are also posted on the Bank’s website. Further investor 

information is also accessible on the Bank’s website, www.anb.com.sa. There is a regular 

dialogue with institutional investors. Inquiries from individuals on matters relating to their 

shareholdings and the Bank’s business are welcomed and are handled in an informative 

and timely manner. All shareholders are encouraged to attend the Annual General Meeting 

to discuss the progress of the Bank. 

Credit Rating 

During 2016, the Bank’s credit ratings granted by prominent international credit rating 

agencies were as follows: 

Standard & Poor's BBB+ 

Moody's  A2 

Fitch Ratings A- 

 
  

http://www.anb.com.sa/
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Interests of Board Members, Senior Executives, their wives and children 

(Shares in thousands) 

 
1- Major Shareholders  

 At beginning of year 
January 1, 2016 

 change during the year   At end of year 
December 31, 2016 

Name  Number of 
shares  

Ownership 
% 

 Number of 
shares  

Change %  Number of 
shares  

Ownership 
% 

Arab Bank PLC 400,000 40,00  - -  400,000 40,00 

General Organization for 
Social Insurance ( GOSI) 120,566 12.06 

 

(239.8) (0. 20) 

 

120,326 12.03 

 Rashed Abdul Rahman Al-
Rashed and Sons Co. 99,685 9.97 

 
- - 

 

99,685 9.97 

Al-Jabr Trading Company(*) 56,542 5.65  (56,542) (100)  
- - 

Al-Jabr Investment and Real 
Estate Co. (*) 

- - 
 

56,542 100 
 

56,542 5.65 

(*)During the year, Al-Jabr Trading Company transferred its shares in ANB to Al-Jabr Investment and Real Estate Co  

2- Board Members, Senior Executives, their wives and children 

 At beginning of year 
January 1, 2016 

 change during the year   At end of year 
December 31, 2016 

Name  Number of 
shares  

Ownership 
% 

 Number of 
shares  

Change %  Number of 
shares  

Ownership 
% 

Salah Rashed Al-Rashed  7,093 0.70  - -  7,093 0.70 

Rashid Saad Al-Rashid  12,262 1.23  (162.3) 
(1.32) 

 
 
 
 
 
 
 
 
0 

 12,100 1.21 

Ahmed Abdullah Al-Akeil 210.4 0.02  (74.9)  (35.60)  135.4 0.01 

Khaled M. Saad Albawardi 33.3 0.00  - -  33.3 0.00 

Hesham Abdullatif Al-Jabr 12.0 0.00 
 

- -  12.0 0.00 

Ahmed Wazie Alqahtani* - - 
 

- -  - - 

Nemeh Sabbagh** - - 
 

- -  - - 

Mohammed A. 
Alghanamah** 

- - 
 

- -  - - 

Robert Eid** - - 
 

- -  - - 

Bassem Ibrahim 
Awadallah** 

- - 
 

- -  - - 

Obaid A. Al Rasheed 
 

28.5 0.00  - -  28.5 0.00 

Relatives of Zuhair S. 
 Al Herbish 70.2 0.00  - -  70.2 0.00 

 

Note: Board member shares include those held by wives and children.  

 * Represents GOSI and do not own any shares in Arab National Bank. However, GOSI provides 
qualification shares. 

** Board members representing Arab Bank PLC do not own any shares in Arab National Bank. 
However, Arab Bank PLC provides qualification shares for each of its representative members in 
the Board. 
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Assignment of interests by ANB Directors / Executives / Shareholders 

The Bank is not aware of any arrangements or agreements whereby directors, senior 
executives or shareholders have assigned interests or rights to dividends or any 
salary or compensation. 

 

Statutory Payments 
 
Statutory payments during the year 2016 were as follows: 
 SAR in Millions 

Zakat attributable to Saudi shareholders  
345 

Income tax payable by the non-Saudi shareholders  
232 

Withholding tax 
6 

GOSI 60 

 
 
Penalties and Regulatory Restrictions 
 
 
Some immaterial penalties were charged during 2016 as a result of operational 
activities. The details of these penalties are as follows: 
  
 SAR ('000) 

Saudi Arabian Monetary Agency 1,475 

Capital Market Authority 1,040 

Others  984 

 
Human Resources 
 
Total number of staff at the end of 2016 was 4,403 compared to 4,846 at the end of 
2015 The Saudization ratio at the end of 2016 was 88%. 
 
Donations and Social Responsibilities 

The Bank has a strong belief in its role in the society it is honored to serve. This 
approach is demonstrated by its continued support of charitable, educational, and 
other social institutions, to which it donated SAR 8 million during 2016. 

 
Conflicts of Interests 
 

Following is a statement of the related parties’ transactions as shown in the 2016 
consolidated financial statements which include any contract in which any member of 
the Board or any of their affiliates has or had any material interest, in addition to the 
facilities granted to some Board members. All these facilities are governed by SAMA 
instructions which stipulate that all facilities offered to non-banking parties should be 
fully guaranteed. 

It is worth noting that the Bank did not have nor did it enter into any contract in which 
the Managing Director and/or the Chief Financial Officer has or had any material 
interest. 
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Related Party Transactions 

a) The balances as at December 31, 2016 resulting from such transactions included 
in the consolidated financial statements are as follows: 

 
  SAR ‘000 

Non-Saudi Major Shareholder and their Affiliates:   

Due from banks and other financial institutions   46,399 

Due to banks and other financial institutions  586,370 

Commitments, contingencies and others  2,873,693 

Directors, key management personnel, other 
major shareholders and their Affiliates: 

  

Loans and advances  6,339,241 

Customers’ deposits  11,663,653 

Commitments, contingencies and others  1,472,272 

Purchase of equipment  681 

Bank’s mutual funds:   

Investments   194,701 

Customers’ deposits  537,564 

Associates:   

Loans and advances  2,426,038 

Customers’ deposits  94,682 

Commitments and contingencies  45,639 

Local sukuk  10,000 

Other major shareholders represent shareholdings (excluding the non-Saudi 
shareholder) of more than 5% of the Bank’s issued share capital. 

 

b) Income and expenses transactions with related parties included in the 
consolidated financial statements for the year ended  December 31, 2016 are as 
follows: 
 
 SAR ‘000 

Special commission income 332,808 

Special commission expense (164,081) 

Fees and commission income 62,305 

Directors’ remuneration (5,866) 

Miscellaneous expenses (8,383) 

Insurance contracts (3,109) 

 
 

c) The total amount of compensation paid to key management personnel during 
the year ended  December 31, 2016  is as follows: 

 

 SAR ‘000 

Short-term employee benefits (Salaries and allowances) 52,958 

Post-employment benefits (End of service indemnity and social 
security) 6,307 

 
Key management personnel are those persons, including an executive director, 
having direct or indirect authority and responsibility for planning, directing and 
controlling the activities of the Bank. 
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ANB Code of Conduct 
 
The Bank is committed to conduct its business in accordance with the highest ethical 
standards, relevant legislation and regulation. The Bank fully cooperates with 
regulators and supervisory bodies. 
 
The Board sets the ethical tone within the Bank and encourages management and 
staff to act ethically and in accordance with applicable laws, rules, regulations and 
policies of the Bank, and in line with best practices. 
 
The Board ensures, through senior management, that it has established through 
word and action the desired value-based culture and reinforces appropriate 
behaviour through effective awareness programs. 
 
The Bank has a Code of Ethical Behaviour consistent with best practice. The code 
sets out the values that guide behaviour and conduct of business across the 
organization. 
 
Accounting Standards 
 
The Bank prepares its consolidated financial statements in accordance with 
Accounting Standards for Financial Institutions promulgated by SAMA and IFRS as 
issued by the International Accounting Standards Board (IASB). The Bank also 
prepares its consolidated financial statements to comply with the requirements of the 
Banking Control Law, the Provisions of the Regulations for Companies in the 
Kingdom and the Bank’s by-laws. There are no significant differences to the 
accounting standards issued by the Saudi Organization for Certified Public 
Accountants (SOCPA). 
 
It is worth mentioning that the CMA issued the circular No. S/1/383/16 dated Rabi Al-
Thani 3, 1437H (corresponding to January 13, 2016) in which the Authority confirmed 
that the company’s board of directors should include in its board report for the two 
financial years 2015 and 2016 details of its plan to implement all the International 
Accounting Standards after approval of the Saudi Organization for Certified Public 
Accountants (SOCPA) for the financial statements prepared for the periods starting 
on or after January 1, 2017, in addition to the phases of the plan implementation and 
the company’s ability to implement the International Accounting Standards on 
January 1,2017. 
 
As the Bank is already complying with International Accounting Standards in 
preparing its consolidated financial statements, there will be no plans with respect to 
the above mentioned circular. 
 
External Auditors 
 
In its meeting held on March 24, 2016, the Ordinary General Assembly appointed 
Messrs. Ernst & Young and KPMG Al Fozan & Partners as external auditors of the 
Bank for the year 2016. 
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Statement of Directors’ Responsibilities in Relation to the consolidated 

Financial Statements 
 

The Board, to the best of its knowledge, confirms that: 

 ANB has properly maintained its accounting records; 

 The internal control system was properly prepared and effectively implemented; 

 There is no doubt that ANB has the resources to continue in business; and 

 The Bank did neither have nor entered into any contract in which any member of 
the Board, the Managing Director, the Chief Financial Officer or any of their 
associates has or had any material interest except as disclosed in this report 
and in note No. (36) of the Consolidated Financial Statements disclosing related 
parties transactions. 

 
 
 
 
Board of Directors 
 
February 21, 2017 


