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2016 General Report of the Board of Directors
The Board of Directors of SABB Takaful is pleased to submit to the valued shareholders its annual
report for the fiscal year ending on December 31, 2016, including the most important
developments, financial results, operating activities and disclosures, and accompanied by the
audited financial statements and the notes and the report of the external auditors.
Introduction
SABB Takaful is a Saudi joint stock company established under the Royal Decree No. M/60 dated
18/09/1427H corresponding to 11/10/2006G. The company began its fiscal year following the
issuance of the Ministerial Resolution No. (108) dated 27/04/1428H corresponding to 15/5/2007
approving the establishment of the company. The company operates in the Kingdom of Saudi
Arabia under the Commercial Registration No. 1010234032 issued in Riyadh on 20/05/1428H
corresponding to 6/6/2007G, and the SAMA license No. 5/20079 dated 29/08/1428H corresponding
to 11/9/2007G, which authorizes the company to run insurance activities for protection, savings and
general insurance. The license has been renewed on 28/08/1437H (corresponding to 04/06/2016G)
for three years.
The paid up share capital of the company comes to 340 million Saudi riyals divided into 34,000,000
shares with a nominal value of SR 10 per share. The subscription of the founding shareholders of the
Saudi British Bank (SABB), and HSBC group comes to 22,100,000 shares in cash contributions
representing 65% of the company's capital. The remaining shares totaling 11,900,000, which
represent 35% of the company's capital, have been put up for initial public offering during the period
from 27/02/1428H (17/3/2007G) until 08/03/1428H (26/3/2007G) at an offering price of SR 10 per share.
This in addition to the subsequent offering made through issuance of the registered shareholders
equity as of 17/08/1430H (8/8/2009G) at SR12.50 during the period from 24/08/1430H (15/8/2009G) to
05/09/1430H (26/8/2009G).
SABB Takaful offers a wide range of family and general products compatible with the provisions of
Islamic Shariah to meet the needs of customers, including individuals and corporate. SABB Takaful
does not own branches at the present time. Neither does it possess property or assets or trading
activities outside Saudi Arabia
Being among the pioneers of the licensed organizations, SABB Takaful has achieved remarkable
growth since its inception, and has thus acquired a good position to continue growth based on a
long-term positive outlook in the sector of insurance in the Kingdom of Saudi Arabia. With the
uprising market growth and the increasing awareness on insurance solutions compatible with the
Islamic Sharia, the company holds a satisfactory position enabling it to enhance its competitiveness,
thereby heightens its presence in the market and expands its business and activity.
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1- The Significant Developments During the Year
Major Developments
1. SABB Takaful launched its “Power of Protection” campaign that aimed to raise awareness
about the importance of the early financial planning for Saudi families and overcome the
barriers associated with taking Takaful products, in addition to educating customers about
how to effectively plan for future. The campaign used the social media channels (Facebook,
Twitter and Instagram), in addition to alternative digital channels such as the website and
digital screens in SABB branches.
2. SABB Takaful was chosen as the “Most Innovative Takaful Provider” and “Best
Bancassurance Company” for the year 2016 during the International Finance Awards
Conference recently held in Dubai. The selection of SABB Takaful for this award was based
on a number of factors, and the most important of which were its success in maintaining a
constant growth and continuous profitability over the past years. In addition to being a
leader in the Saudi Takaful market, the company offers a comprehensive range of Personal
Takaful protection products (Travel, Home and Personal Accidents Takaful Plans) through
the internet enabling customers to purchase policies, amend, update policy information
and submit claims relating to their policies via the Company’s electronic sales and services
portal without the need to visit the bank’s branches.
2- Professional Development of Employees
The Company has, during the year 2016, been keen on developing its human resources by
encouraging the staff to pursue professional and accredited qualifications in-line with the ongoing
advancements in the area of work techniques, such as:
(LOMA), (PIC), (IFCE). This is in addition to other training programs for the Company's various
departments, such as risk management, compliance, human resources management and accounts
and investment management, including conferences and workshops within and outside the
Kingdom in order to enhance employees’ expertise, and to explore the latest trends and best
practices in all related fields.
3- Business Overview:
SABB Takaful is a diversified bancassurance services company with a wide range of Individual and
Commercial Takaful programs and services, which have been developed and tailored to meet the
needs of its customers under the bancassurance model. SABB Takaful’s principal lines of business
are designed to enhance the financial services being offered by SABB to its Retail Banking and
Commercial Banking customers through Islamic (Sharia) compliant Takaful products.
4- Future Plans and Key Deliverables:
 Become the leading provider of protection and savings solutions linked with retail and wealth
management in Saudi Arabia through SABB’s distribution channels.
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 Invest in technology and digital channels to improve customer experience and expectation.
 Maintain a leading position in the Family Takaful market share
 The setting-up of a dedicated and knowledgeable Relationship Management team to manage
the Takaful plans of SABB customers.
 Enhance the commercial proposition with innovative solutions to cater the business protection
needs and employee benefits solutions.
 Strict adherence to SABB Takaful’s Standards of treating the customers fairly, to comply with
the laws and regulations, and protect confidential information.
 Continuously focus on operational efficiencies and organizational effectiveness.
 Launch the Simple Care product which will be sold online through the company’s website, in
addition to enhancing the commercial proposition with Trade Credit & Group Savings subject to
the required approvals from Saudi Arabian Monetary Agency “SAMA”.
 Enhance product awareness and promote savings programs in line with SAMA’s efforts to develop the early financial planning culture in Saudi Arabia.
5- Main Business Sectors
The company's key business sectors are classified into two major sectors related to the company's
customers as following:
A)- Individuals' Offers:
The company focuses on providing family Takaful products originally designed to meet the
customers' savings needs for children's education or for securing a comfortable retirement or for
investment. These programs cover both major elements of savings and protection of the
subscriber's family members against death or permanent disability. On the other hand, the
General Takaful products provide coverage for homes and their contents, as well as for personal
accidents and travel, including travel to the Schengen states
.
B)- Corporate Offers
For corporate and business clients, the company focuses on providing a wide range of programs to
protect the businesses, including marine shipping, fire, property, all risks, business interruption,
public liability, and commercial banking services' offers designed for small and medium businesses.
The company also provides benefit products for corporate employees through programs that
protect the groups in case of death or permanent disability or personal accidents, God forbid.
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Risk Management
SABB Takaful continues to manage its risk in a prudent and effective manner in line with its risk appetite.
SABB Takaful risk management function is based on its Insurance Functional Instructions Manual (IFIM)
derived from HSBC Group Insurance Functional Instructions Manual (IFIM) after it has been amended to
comply with the Risk Management Regulations issued by SAMA.
IFIM covers operational and non-operational risks including all areas of risk relevant to Takaful business.
SABB Takaful has a formal risk management discipline which is a continuous and proactive process
embedded throughout its business activities and processes.
A cohesive organizational structure has been established within the Company in order to identify, assess,
monitor and control risks.
The Company’s risk governance is manifested in a set of established policies, procedures and controls
embedded within the existing organizational structure and designed to meet strategic targets. The
Company’s philosophy tolerates risk acceptance commensurate with the risk appetite and the strategic plan
approved by the Board.

SABB Takaful – Risk Governance Structure
Governance Structure

Risk Management Framework & Process
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Board of Directors

Audit Committee
Remuneration
Committee

Enterprise Risk & Control
Assessments– Risk Profile & Risk Map
Operational Risk & Control
Assessments, Issues & Actions

Departments/
Process
Owners

Reporting
&
Monitoring

Internal controls Monitoring Plan

Investment
Committee

Key Indicators
Incidents & External Events

Executive Committee
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Claims, Business Continuity

Committee

Governance
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Control

Report &
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Risks Covered

Board Risk Committee

Risk Management Committee

 Operational

 Insurance & Underwriting

 Product Dev. & Pricing

 Capital Management

 Information Technology

 Market

 People
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 External

 Accounting

 Information & Physical Security

 Legal

 Corporate Governance

 Zakat & Tax
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 Reinsurance

 Business Continuity
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SABB Takaful has a well-established governance structure. The Board of Directors and its
Committees meet on quarterly basis and provide comprehensive oversight and guidance to SABB
Takaful management. In addition, the Risk Management Committee and the Board Risk committee
meet on a quarterly or half-yearly basis and are responsible for the understanding and control of
risks exposure within the Company's business.
SABB Takaful’s Management “Risk Management Committee” provides risk oversight within the
areas defined in its Terms of Reference. This committee challenges the management activities,
processes and decisions and provides guidance, with a view to achieving broad consensus as to the
top risks facing the company and also makes suggestions on where to direct resources and focus
efforts to manage the risks in accordance with SABB Takaful risk appetite.
Major risks faced by the Company in view of the nature of its business and operations
Risk governance
The Company’s risk governance is manifested in a set of established policies, procedures and
controls which uses the existing organizational structure to meet strategic targets. The Company’s
philosophy revolves on willing and knowledgeable risk acceptance commensurate with the risk
appetite and a strategic plan approved by the Board of Directors. The Company is exposed to
takaful, retakaful, commission rate, market and asset liability management, credit, liquidity,
currency and operational risks.
Risk management structure
A cohesive organizational structure is established within the Company in order to identify, assess,
monitor and control risks.
Board of Directors
The apex of risk governance is the centralized oversight of the Board of Directors providing
direction and the necessary approvals of strategies and policies in order to achieve defined
corporate goals.
Senior management
Senior management is responsible for the day-to-day operations towards achieving the strategic
goals within the Company’s pre-defined risk appetite.
The risks faced by the Company and the way these risks are mitigated by management are
summarized as follows:
a)

Takaful risk

Takaful risk is the risk that actual claims payable to contract holders in respect of takaful events
exceed expectations. This could occur because the frequency or amounts of claims are more than
expected. Takaful risk is monitored regularly by the Company to make sure that levels are within
the projected frequency bands.
The variability of risks is improved by diversification of risk of loss to a large portfolio of insurance
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contracts as a more diversified portfolio is less likely to be affected across the board by change in
any subset of the portfolio, as well as unexpected outcomes. The variability of risks is also
improved by careful selection and implementation of underwriting strategy and guidelines as well
as the use of retakaful arrangements.
Although the Company has reinsurance arrangements, it is not relieved of its direct obligations to
its policyholders and thus a credit exposure exists with respect to reinsurance ceded, to the extent
that the reinsurer is unable to meet its obligations assumed under such retakaful arrangements.
In line with the objective to provide first-class security to clients and continued profitability to
shareholders, the Company adopts a conservative philosophy on underwriting of risks and in
arranging its re-takaful programs.
The risks arising from takaful contracts are mainly concentrated in the Kingdom of Saudi Arabia.

Family Takaful
For individual family takaful, the main risk is the mortality and morbidity (permanent or temporary
disability) of the insured. This is managed through an effective and clearly defined underwriting
strategy. There are various levels of underwriting carried out, including declaration of good health,
medical questionnaire, reports from specialists/consultants and comprehensive medical tests. The
Company also assesses financial, lifestyle and occupational information to ascertain the degree of
risk carried by the insured and to determine whether or not it could be classified as a standard life.
For group takaful, the main risks are mortality and morbidity (permanent or temporary disability)
of the insured. The mortality risk is compounded due to the concentration of lives, for e.g.
employees in the same workplace. The Company has a clearly defined underwriting strategy. There
are various levels of underwriting carried out, including declaration of good health, medical
questionnaire, reports from specialists/consultants and comprehensive medical tests. The
Company also looks at the nature of activity carried out by the group, group size, mix of lives by
geographical regions, cultural background and manual/non-manual worker split.
The individual family and group takaful portfolios are protected through an efficient re-takaful
arrangement in accordance with to best practices adopted by SABB Takaful. This protects the
Company from adverse mortality/morbidity experience.
General takaful
The Company issues short term general takaful policies and they are expected to produce only
short tail claims, therefore it is unlikely to have significant reserve movements. This helps to
mitigate general takaful risk. Major products include:
Property all risk, fire, personal accident products
For property takaful contracts, the main risks are fire and business interruption. The Company has
only underwritten policies for properties containing fire detection equipments and other safety
measures.
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These contracts are underwritten by reference to the replacement value of the properties and
contents insured. The cost of rebuilding properties and obtaining replacement contents and the
time taken to restart operations which leads to business interruptions are the main factors that
influence the level of claims. The Company has retakaful cover for such damage to limit losses for
any individual claim.
For personal accident takaful contracts, the main risks are personal accidents that could happen to
the takaful product holders. The Company has retakaful cover under excess of loss treaty for such
damage to limit losses for any individual claim.
Marine cargo product
For marine takaful the main risks are loss or damage to marine craft and accidents resulting in the
total or partial loss of cargoes.
The underwriting strategy for the marine class of business is to ensure that policies are well
diversified in terms of cargo, vessels and shipping routes covered. The Company has retakaful cover
to limit losses for any individual claim.
Frequency and severity of claims
The frequency and severity of claims can be affected by several factors like natural disasters, flood,
environmental and economical, atmospheric disturbances, concentration of risks, civil riots, etc.
The Company manages these risk through conservative underwriting strategies and effective use of
retakaful arrangements.

Concentration of Takaful risk
The Company monitors concentration of takaful risks primarily by class of business. For fire and
property risk a particular building and neighboring buildings, which could be affected by a single
claim incident, are considered as a single location. Similarly, for marine risk, multiple risks covered
in a single vessel voyage are considered as a single risk while assessing concentration of risk. The
Company evaluates the concentration of exposures to individual and cumulative insurance risks
and establishes its reinsurance policy to reduce such exposures to levels acceptable to the
Company. As at 31 December 2016 and 2015, the Company does not have any significant
concentration of takaful risk. The table below sets out the concentration of the outstanding claims
and unearned premiums by business segments at the reporting date:
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2016(Amounts in SAR ’000)

Individual Family
Group Family
General Takaful

2015 (Amounts in SAR ’000)

Individual Family
Group Family
General Takaful

Outstanding Outstanding
Gross
claim
claim
unearned
reserves Reserves - contributions
Gross
Net
1,503
1,050
45,711
11,515
6,833
25,088
3,374
13,741
72,302
15,939
20,574

Net
unearned
contributions
3,859
2,739
6,598

Outstanding Outstanding
Gross
Net
claim
claim
unearned
unearned
reserves Reserves contributions contributions
Gross
Net
1,604
1,255
24,255
5,952
6,549
4,203
22,038
2,730
14,892
3,061
47,897
9,937
21,441
7,264

Sources of uncertainty in estimation of future claim payments
The key source of estimation uncertainty at the reporting date relates to valuation of outstanding
claims, whether reported or not, and includes expected claims settlement costs. Considerable
judgment by management is required in the estimation of amounts due to
policyholders
arising from claims made under takaful contracts.
Such estimates are necessarily based on assumptions about several factors involving varying and
possibly significant degrees of judgment and uncertainty and actual results may differ from
management’s estimates resulting in future changes in estimated liabilities. Qualitative judgments
are used to assess the extent to which past trends may not apply in the future, for example one off
occurrence, changes in market factors such as public attitude to claims and economic conditions.
Judgment is further used to assess the extent to which external factors such as judicial decisions
and government legislation affect the estimates.
In particular, estimates have to be made both for the expected ultimate cost of claims reported at
the reporting date and for the expected ultimate cost of claims incurred but not reported (IBNR) at
the reporting date.
Sensitivity of claims

The takaful claim liabilities are sensitive to the various assumptions mentioned in note 4. It has not
been possible to quantify the sensitivity of certain assumptions such as legislative changes or
uncertainty in the estimation process. Sensitivity analysis is determined separately for each
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business segment, keeping other factors constant, as follows:
Impact of + /- 10% change in net claims incurred on net income
2016
2015
Amount in SAR ‘000
21
70
1,525
1,095
118
552

Individual Family
Group Family
General Takaful

Claims development
The following reflects the cumulative incurred claims for each successive accident year at each
financial position date, together with the cumulative payments to date.
The development of takaful liabilities provides a measure of the Company’s ability to estimate the
ultimate value of the claims.
The Company aims to maintain adequate reserves in respect of its takaful business in order to
protect against adverse future claims experience and developments. As claims develop and the
ultimate cost of claims becomes more certain, adverse claims experiences will be eliminated which
results in the release of reserves from earlier accident years. In order to maintain adequate
reserves, the Company will transfer much of this release to the current accident year reserves
when the development of claims is less mature and there is much greater uncertainty attached to
the ultimate cost of claims.
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Claims development table
Amounts in SAR ‘000
Accident year
Estimate of ultimate claim loss

2011 &
earlier

2012

2013

2014

2015

2016

63,246

- At end of accident year

128,901 30,433 34,616

45,350

51,165

- One year later

114,148 25,059 38,857

44,867

47,658

- Two years later

117,636 23,867 37,030

44,454

- Three years later

108,552 23,822 36,734

63,246

-

47,658

-

-

44,454

-

-

-

36,734

-

-

-

23,822
94,179

- Four years later
- Five years later
Current estimate of cumulative
claims

94,872 23,822
94,179
-

94,179 23,822 36,734

44,454

47,658

63,246

310,093

Cumulative payments to date
Outstanding claim reserves
Add: Incurred but not reported
(IBNR) and other reserves
Liability recognized in the
statement of financial position

94,179 23,822 25,536
11,198

43,424
1,030

42,808
4,850

34,477
28,769

264,246
45,847

Accident year
Estimate of ultimate claim loss

-

Total

26,455
72,302
2010 &
earlier

2013

2014

2015

217,508 49,887 30,433

34,616

45,350

51,163

- One year later

61,980 46,783 25,059

38,857

44,867

- Two years later

61,202 46,507 23,867

37,030

- Three years later

61,214

- Four years later
- Five years later
Current estimate of cumulative
claims

61,214 33,670
61,214
-

- At end of accident year

2011

2012

46,572 23,822
-

61,214 33,670 23,822
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Total

51,163

-

44,867

-

-

37,030

-

-

-

23,822

-

-

-

33,670
61,214

51,163

251,766

37,030

44,867
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Cumulative payments to date
Outstanding claim reserves
Add: Incurred but not reported
(IBNR) and other reserves
Liability recognized in the
statement of financial position

b)

60,764 33,670 23,822
450
-

25,536
11,494

43,411
1,456

38,844
12,319

226,047
25,719
22,178
47,897

Retakaful risk

In order to minimize its financial exposure to potential losses arising from large claims the
Company enters into agreements with other parties for retakaful purposes. Such retakaful
arrangements provide for greater diversification of business, allow management to control
exposure to potential losses arising from large risks, and provide additional capacity for growth. A
significant portion of the retakaful is effected under treaty, facultative and excess-of-loss retakaful
contracts.
In line with the objective to provide first-class security to clients and continued profitability to
shareholders, the Company adopts a conservative philosophy on underwriting of risks and in
arranging its reinsurance programs.
Further, to minimize its exposure to significant losses from reinsurer insolvencies, the Company
evaluates the financial condition of its reinsurers and monitors concentrations of credit risk arising
from similar geographic regions, activities or economic characteristics of the reinsurers. The
Company considers retakaful risk to be minimal as it deals with reinsurers with sound credit ratings.
Reinsurance ceded contracts do not relieve the Company from its obligations to policyholders and
as a result the Company remains liable for the portion of outstanding claims reinsured to the
extent that the reinsurer fails to meet the obligations under the reinsurance agreements.
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c)

Commission rate risk

Commission rate risk arises from the possibility that changes in commission rates will affect future
profitability or the fair values of financial instruments. The Company has no significant
concentration of commission rate risk.
The sensitivity of the income is the effect of the assumed changes in the commission rates, with all
other variable held constant, on the Company’s profit for one year, based on the floating rate
financial assets held at 31 December 2016. A hypothetical 30 basis points change in the weighted
average commission rate of the floating rate financial assets balances at 31 December 2016 would
impact commission income by approximately SAR 913 thousand (2015: SAR 877 thousand)
annually in aggregate.
Commission bearing investments of the Company comprise of murabaha deposits and sukuks.
Murabaha deposits are short term in nature which will be matured within a year and the maturity
profile of sukuks is disclosed in note 5.
d)

Market risk and asset liability management

Market risk is the risk that the value of a financial instrument will fluctuate as a result of changes in
market prices, whether those changes are caused either by factors specific to the individual
security, the issuer of the security, or factors affecting all securities in the market.
The Company is exposed to market risk with respect to its available-for-sale and held-to-maturity
investments. These investments are sensitive to the various factors that affect market movements.
As part of Company’s investment strategy and to reduce market risk, the Company maintains
diversified portfolio and performs regular monitoring of developments in related markets.
In addition, the key factors that affect market movements are monitored, including analysis of the
operational and financial performance of investees.
The Company issues unit-linked investment policies. In the unit linked business, the planholder
bears the investment risk on the assets held in the unit-linked funds as the policy benefits are
directly linked to the value of the assets in the fund. Therefore, the Company has no material risk
on unit-linked financial assets.
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e)

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. For all classes of financial instruments held by the
Company, the maximum credit risk exposure to the Company is the carrying value as disclosed in
the statement of financial position.
The following policies and procedures are in place to mitigate the Company’s exposure to credit
risk:







To minimize its exposure to significant losses from retakaful insolvencies, the Company evaluates the financial condition of its retakaful counterparties. Accordingly, as a pre-requisite,
the parties with whom retakaful is affected are required to have a minimum acceptable security rating level affirming their financial strength.
The Company only enters into takaful and retakaful contracts with recognized, creditworthy
third parties. It is the Company’s policy that all customers who wish to trade on credit terms
are subject to credit verification procedures. In addition, receivables from takaful and retakaful contracts are monitored on an ongoing basis in order to reduce the Company’s exposure
to bad debts.
The Company seeks to limit the credit risk with respect to agents and brokers by setting credit limits for individual agents and brokers and monitoring outstanding receivables.
Considering the nature of held-to-maturity investments, there is reduced credit risk. Cash
and cash equivalents are maintained with local banks approved by management. Accordingly,
as a pre-requisite, the banks with whom cash and cash equivalents are maintained are required to have a minimum acceptable security rating level affirming their financial strength.

The table below shows the maximum exposure to credit risk for the relevant components of the
statement of financial position.
2016
SAR’000
Takaful
Operations
Shareholders
Contributions receivable, net
Retakaful share of outstanding claims
Retakaful balances receivable
Cash and cash equivalents
Held-to-maturity investments
Statutory deposit
Other receivables

INTERNAL - 14

12,548
56,363
490
37,175
1,150

150,815
188,095
34,000
-

107,726

372,910
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2015
SAR’000
Takaful
Operations
Contributions receivable, net
Retakaful share of outstanding claims
Retakaful balances receivable
Cash and cash equivalents
Held-to-maturity investments
Statutory deposit
Other receivables

f)

Shareholders

12,374
37,960
3,630
43,122
315

132,958
187,945
34,000
-

97,401

354,903

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations
associated with its financial instruments. In respect of catastrophic events, there is also a liquidity
risk associated with the timing difference between gross cash outflows and expected retakaful
recoveries.
The following policies and procedures are in place to mitigate the Company’s exposure to liquidity
risk:


A Company liquidity risk policy setting out the assessment and determination of what constitutes liquidity risk for the Company. Compliance with the policy is monitored and exposures
and breaches are reported to the Risk Committee. The policy is regularly reviewed for pertinence and for changes in the risk environment.



Set guidelines on asset allocations, portfolio limit structures and maturity profiles of assets,
in order to ensure sufficient funding available to meet takaful obligations.



Setting up contingency funding plans which specify minimum proportions of funds to meet
emergency calls as well as specifying events that would trigger such plans.



The Company’s catastrophic excess-of-loss retakaful contracts contain clauses permitting the
immediate draw down of funds to meet claim payments should claim events exceed a certain size.

Maturity Profiles
The table below summarizes the maturity profile of the assets and liabilities (for managing liquidity
risk) of the Company based on remaining expected contractual obligations. For takaful contract
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liabilities and retakaful assets, maturity profiles are determined based on the estimated timing of
net cash outflows from the recognized takaful liabilities. Unit linked liabilities are repayable or
transferable on demand and are included in the up to one year column. Repayments that are
subject to notice are treated as if notice were to be given immediately.
---------------------------- 2016 --------------------------Takaful Operations
Shareholders
Up to More than
Up to More than
one year one year
Total
one year one year
Total
SAR’000 SAR’000 SAR’000 SAR’000 SAR’000 SAR’000
ASSETS
Available-for-sale investments
Held-to-maturity investments
Contributions receivable, net
Retakaful share of outstanding
claims
Retakaful balances receivable
Cash and cash equivalents

LIABILITIES
Reserve for takaful activities
Gross outstanding claims
Retakaful balances payable
Payables, accruals and others

353,740
12,548

-

353,740
12,548

50,178
-

137,917
-

188,095
-

150,815

-

150,815

56,363
490
37,175

-

56,363
490
37,175

460,316
═════

═════

460,316
═════

200,993
═════

137,917
═════

338,910
═════

353,740
72,302
8,015
11,882

-

353,740
72,302
8,015
11,882

1,393

-

1,393

445,939
═════

═════

445,939
═════

1,393
═════

═════

1,393
═════

---------------------------- 2015 --------------------------Takaful Operations
Shareholders
Up to More than
Up to More than
one year one year
Total
one year one year
Total
SAR’000 SAR’000 SAR’000 SAR’000 SAR’000 SAR’000
ASSETS
Available-for-sale investments
Held-to-maturity investments
Contributions receivable, net

374,739
12,374

-
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-

187,945
-

187,945
-
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Retakaful share of outstanding
claims
Retakaful balances receivable
Cash and cash equivalents

LIABILITIES
Reserve for takaful activities
Gross outstanding claims
Retakaful balances payable
Payables, accruals and others

g)

-

-

-

-

132,958

-

132,958

37,960
3,630
43,122

-

37,960
3,630
43,122

471,825
═════

═════

471,825
═════

132,958
═════

187,945
═════

320,903
═════

374,739
47,897
5,858
14,618

-

374,739
47,897
5,858
14,618

4,516

-

4,516

443,112
═════

═════

443,112
═════

4,516
═════

═════

4,516
═════

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in
foreign exchange rates.
Management believes that there is minimal risk of significant losses due to exchange rate
fluctuation as there are no foreign currency assets and liabilities at the reporting date.
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h)

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 Company’s operations either
internally within the Company or externally at the Company’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 behaviour.
Operational risks arise from all of the Company’s activities.
The Company’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 for
investors.
The primary responsibility for the development and implementation of controls over operational
risk rests with the Board of Directors. This responsibility encompasses the controls in the following
areas:
-

requirements for appropriate segregation of duties between various functions, roles and
responsibilities;
requirements for the reconciliation and monitoring of transactions;
compliance with regulatory and other legal requirements;
documentation of controls and procedures;
requirements for the periodic assessment of operational risks faced, and the adequacy of
controls and procedures to address the risks identified; and
ethical and business standards.

Senior management ensures that the Company's staff has adequate training and experience and
fosters effective communication related to operational risk management.
i)

Capital management

Objectives are set by the Company to maintain healthy capital ratios in order to support its
business objectives and maximize shareholders’ value.
The Company manages its capital requirements by assessing shortfalls between reported and
required capital levels on a regular basis. Adjustments to current capital levels are made in light of
changes in market conditions and risk characteristics of the Company’s activities. In order to
maintain or adjust the capital structure, the Company may adjust the amount of dividends paid to
shareholders or issue shares.
In the opinion of the Board of Directors, the Company has fully complied with the externally
imposed capital requirements during the reported financial year.
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j)

Fair values of financial instruments

The fair value of investments in mutual funds is based on quoted market price. The fair value of
held to maturity investments classified under level 2 of fair value hierarchy is based on discounted
cash flows. The fair value of contributions receivable, retakaful share of outstanding claims,
retakaful balances receivable, gross outstanding claims, retakaful balances payable and other
financial instruments, are not significantly different from the carrying values included in the
financial statements.
k) Operational Risk:
The Company’s first and main risk is operational risk since we manufacture and service our own
products. Having to deal with manual process, physical files, system processes, and archiving
exposes the company to major financial and reputational risks that would surface if they weren’t
assessed for risk and control effectiveness.
The Risk Department conducts risk and control self-assessment exercises on a periodic basis with
all departments as well as monitoring the risk appetite statement on a quarterly basis. It is also a
policy of the Risk Department to review the Policies and Procedures of all departments and agree
on suitable controls with the risk owners.
L) People Risk:
The lack of qualified human resources in the Saudi insurance industry has created high demand for
competent people and it is challenging to retain key people in such an environment. This is
especially for the Saudi nationals due to the push by the government to retain and increase the
percentage of the Saudi workforce in the insurance industry. However, SABB Takaful has managed
to reach a high Saudization rate of 62% as at December 2016 through careful planning of
developing Saudis at all levels in the Company from Senior to junior roles. It is also worthy to
mention that SABB Takaful has 9 departments as part of its organizational structure and 7 of those
departments are headed by qualified and experienced Saudi nationals while there are succession
plans for the rest of the departments to be headed by Saudi nationals in the short to medium term.
The continuous long term succession planning of the company is committed to ensure that
leadership positions of the Company are handled by qualified Saudi nationals who are either
developed in-house or employed from the local market.
M) Market Risk:
SABB Takaful’s main stream of business is Family Takaful (life insurance) and the market is
dominated by property & casualty insurance and health insurance. Life insurance contributes very
little to the gross written premiums of the market. The lack of market penetration of life insurance
is due to a number of factors including general opinion of the public that life insurance is unIslamic, young Saudi population who does not think that life insurance is a priority at this stage of
their lives and, the public is not aware of the benefits of life insurance. An effective way to mitigate
the above risk and improve market penetration will be by creating awareness among the general
Saudi population of the benefits of life insurance. In this regard, life insurance companies should
implement a combined public awareness campaign to educate the public about the importance
and benefits of life insurance and the fact that the concept is backed by various Shariah scholars
engaged by the insurance companies.
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N) Distribution Risk:
SABB Takaful is operating under a bankassurance model and is heavily reliant on the bank’s
network for distribution. Since the market awareness of Family Takaful is very low within Saudi
Arabia, it is not economically viable to distribute Family Takaful via direct distribution channels as
economies of scale cannot be achieved for direct distribution channel in the short to medium term.
As the market matures and the public awareness about the importance and benefit of family
takaful increases among the Saudi population, direct distribution channels will become
economically viable. The implementation of the new mortgage regulations is a step in the right
direction as consumers secure mortgages; the importance of securing life coverage to cover the
mortgage liability will become apparent.
O) Pricing Risk:
The Saudi market has 35 insurance companies and their combined gross written premium was SAR
32 Billion 2016. Three insurance companies wrote SAR 16 Billion and the remaining SAR 16 Billion
was written by the rest of the 32 insurance companies. This causes intense pressure among the 32
insurance companies to acquire business through reducing prices significantly in order to increase
the small market share. This practice could be useful in the short term for the benefit of the
insured but it is not a healthy practice to develop the insurance market which contributes to the
national economy in different ways. SABB Takaful does not follow this practice as we price the
insurance premium at technically viable rates. As a result we sometimes lose business to
competition, who tend to aggressively discount technical pricing to win business.
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7- Operational Results
7.1 income statement
Saudi Riyal ('000s)

2016

2015

2014

2013

2012

217,464

228,595

218,103

207,182

222,610

156,775

127,950

226,430

237,931

218,202

7,385

7,192

14,124

4,960

7,836

164,160
(16,636)
1,726

135,142
)6,138(
1,419

240,554
)12,603(
1,443

242,891
)8,562(
1,411

226,038
)7,333(
1,475

144,292

)126,440(

)213,482(

)220,737(

)206,255(

4,958

3,983

15,912

15,003

13,925

9,356

5,073

5,366

5,631

4,617

4,462

3,584

14,321

13,503

12,532

)1,963(

)5,017(

)2,673(

)2,760(

)3,364(

3,640

17,014

16,374

13,785

0.48

0.41

Takaful Operations
Gross contributions
written and Planholder
charges
Net contributions
earned
Fees and Commission
Income
Underwriting revenue
Net claims incurred
Investment Income
Expenditures and other
expenses
Net surplus/(deficit) for
the period from Takaful
Operations

Shareholders'
Operations
Total revenue
Shareholders' share
from Surplus Takaful
operations
General and
administrative
expenses
Net profit / (loss) for
the period
Basic and diluted
profit / (loss) per share
(SAR)

11,855

0.35

0.11

0.50
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a. Balance Sheet
Saudi Riyal ('000s)

2016

2015

2014

2013

2012

Investments and cash in banks

390,915

417,861

438,775

505,760

531,120

Contributions receivables, net

12,548

12,374

11,833

8,408

24,938

Other assets

79,514

57,886

78,342

61,090

64,864

Total Takaful Operations' Assets

482,977

488,121

528,950

575,258

620,922

338,910

320,903

331,370

318,177

309,735

37,682

45,284

35,420

36,961

37,170

376,592

366,187

366,790

355,138

346,905

859,569

854,308

895,740

930,396

967,827

8,015

5,858

8,696

11,049

11,757

449,410

447,027

481,925

534,478

589,386

25,552

34,837

36,738

28,231

18,386

482,977

487,722

527,359

573,758

619,529

496

399

1,591

1,500

1,455

482,977

488,121

528,950

575,258

650,462

361,201

355,070

355,725

344,604

326,203

15,391

11,117

11,065

10,534

7,967

376,592

366,187

366,790

355,138

334,170

859,569

854,308

895,740

930,396

984,632

Balance Sheet as on
Takaful Operations' Assets:

Shareholders' Assets:
Investments and cash in banks
Other assets
Total Shareholders' Assets
Total Assets
Takaful Operations' Liabilities:
Reinsurance balance payable, net
Technical reserves
Other liabilities
Total Takaful Operations' Liabilities
Takaful Operations' Surplus
Total Takaful Operations' Liabilities and
Surplus
Shareholders' Equity and Liabilities:
Total shareholders' equity
Total shareholders' liabilities
Total Shareholders' Equity and
Liabilities
Total Liabilities
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b.

Operational results Analysis
Saudi Riyal ('000s)

2016

2015

Change

Percentage

(11,131)

)4.9)%

28,825
193
29,018
(10,498)
307
(17,852)
975

22.5%
2.7%
21.5%
171%
21.6%
14.1%
24.5%

5,073
3,584

4,283

84.4%

878

24.5%

(1,963)
11,855

(5,017)
3,640

3,054
8,215

(60.9)%
225.7%

0.35

0.11

Takaful Operations
Gross contributions written and Planholder
charges
Net contributions earned
Fees and Commission Income
Total revenues
Net claims incurred
Investment Income
Expenditure and other expenses
Net year surplus from Takaful Operations
Shareholders' Operations
Total revenue
Shareholders' share from Takaful surplus
operations
General and administrative expenses
Net profit / (loss) for the period
Basic profit/loss per share (SAR)

217,464
156,775
7,385
164,160
(16,636)
1,726
(144,292)
4,958

9,356
4,462

228,595
127,950
7,192
135,142
(6,138)
1,419
(126,440)
3,983

a. Contributions
The gross contributions written and planholder charges for the year ended 31 December 2016
amounted to SAR 217.4 million, which is a 4.9% decrease comparing with 228.5 million gross
contributions written and Planholder charges of 2015.
The net contributions earned amounted to SAR 156.7 million for the year ended 31 December
2016, which is an 22.5 increase compared to the net contributions earned of SAR 127.9 million
on 2015. The Company recorded underwriting revenue of SAR 164 million in 2016 against SAR
135 million during 2015 which represent an increase of 21.5%.
b. Claims
The net claims incurred during 2016 amounted to SAR 16.6 million as compared to SAR 6.1
million in 2015 which represent an increase of 171%.
c. Investments
The Takaful operations investment income resulted in 1.72 million in 2016 compared with 1.41
million in 2015 with an increase of 21.6%. The Shareholder operations investment income
resulted in 9.35 million in 2016 compared with 5.07 million in 2015 with an increase of 84.4%.
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d. Expenditures and other expenses
Takaful operations share of expenditures and other expenses resulted in SAR 144.2 million in
2016 compared with 126.4 in 2015 with an increase of 14.1%. The general and administrative
expenses for the shareholders’ operations resulted in SAR 1.96 million in 2016 compared with
SAR 5.01 million in 2015 with a decrease of 60.9%.
e. Net Surplus from Takaful Operations
As at 31 December 2016, the net surplus for the year from Takaful operations reached SAR 4.95
million compared to a net surplus of SAR 3.98 million in 2015, which represent an increase of
24.5%.
f. Net Profit
The company has recorded a net profit of SAR 11.85 million for the year ended 31 December
2016 compared to a net profit of SAR 3.64 million for the year ended 31 December 2015 which
represent an increase of 225.7%.
The basic earnings per share for the year ended 31 December 2016 is SAR 0.35 against SAR 0.11
for the year ended 31 December 2015.
The increase in net profit for the year ended 31 December 2016 compared to the year ended 31
December 2015 is due to the following:
- Decrease in change in reserve for takaful activities during the period compared with the
same period last year which included a material increase in Reserve for Takaful Activities as a
result of changing the calculation methodology (by having the reserve for takaful activities
equals to the available for sale investments) as announced previously in 14/1/2016.
- Marginal increase in Fees and commission income by 2.7%.
- Decrease in policy acquisition costs by 17.4%.
- Increase in investment income by 70.7% (due to increase in profit margins for Murabaha
deposits and Sukuks).
- Decrease in G&A by 11% as result of increasing the supervision and inspection cost accruals
during the same period last year.
- This is despite the decrease in NWP by 7.9%, increase in surrenders & maturities by 26.3%
and increase in net claims incurred by 171% (due to increase in claims during the period and
the release of a contingency reserve of SAR 5.1 million during the same period last year as
announced on Tadawul website on 7 September 2015).
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8. Subsidiaries and Geographical distribution of business Activities
SABB Takaful does not own branches at the present time. Neither does it possess property or assets
or trading activities outside Saudi Arabia. The following is an analysis of the gross written
contributions classified by customer segment and geographic distribution of business activities:

Year (SAR '000)

Segments

Central
Province

Eastern
Province

Western
Province

Grand Total

28,441
4,481
1,195

37,827
4,565
10,854

101,134
28,849
64,385

34,237
1,928
3,570

42,454
9,226
4,509

112,306
29,043
60,834

39,494
2,863
2,777

39,976
6,696
2,667

109,414
56,086
27,581

37,254
2.857
2,077

38,002
3,478
5,864

100,811
29,498
52,775

Gross Written Contributions
2016

Individual Family
General Takaful
Group Family

34,866
19,803
52,336

Gross Written Contributions
2015

Individual Family
General Takaful
Group Family

35,616
49,679
20,964

Gross Written Contributions
2014

Individual Family
General Takaful
Group Family

29,944
46,527
22,137

Gross Written Contributions
2013

Individual Family
General Takaful
Group Family

25,556
, 23,164
44,834

Gross Written Contributions
2012

Individual Family

32,973

35,403

43,212

111,588

General Takaful

28,435

3,186

3,599

35,220

Group Family

47,578

1,553

5,386

54,516
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9. Accounting Standards
SABB Takaful is a financial institution under the supervision of SAMA and committed to its
guidelines. The financial statements of SABB Takaful have been prepared in accordance with the
International Financial Standards according to SAMA directions and not prepared as per standards
issued by Saudi Organization Certified Public Accountants. The Company confirms that there are no
significant differences or financial effects on the financial statements because of preparation in
accordance to the international standards rather than the Saudi accounting standards.
10. Dividends
No recommendation for any dividend distribution for the financial year 2016. The company has no
information on arrangements or agreements in regard of any shareholder to waive any rights in
dividends.
11. Policy of Profits Distribution
The company depends on article (44) of the company's by-laws. Accordingly, the Shareholders’
profits shall be distributed as follows:
1. Zakat and tax allocations are to be withheld.
2. Twenty percent (20%) of the net profits shall be set aside to form a statutory reserve. Such
setting aside shall be discontinued when said reserve totals the entire paid-up capital.
3. The Ordinary General Meeting may, upon request of the Board of Directors, set aside
percentage of the annual net profits to form an additional reserve to be allocated for
purpose or purposes decided by the Ordinary General Meeting.
4. Out of the balance of the profits, there shall be paid to the Shareholders an initial payment
of not less than five percent (5%) of the paid-up capital.
5. The balance shall be distributed among the Shareholders as additional profits share or to be
transferred to retained profits account.
6. By resolution of the Board of Directors, periodic profits deducted from the annual profits
specified in subsection (4) above, may be distributed in accordance with applicable rules
and regulations issued by competent authorities.
12. Board of Directors members and senior executives bonus and remuneration
Annual remunerations for the members of the Board or members of the committees is
determined in accordance with the instructions of the supervisory authorities, and as stated
in the Company's Article of Association. The following table shows the breakdown of bonuses
and compensations that have been paid to the members of the Board and senior executives of the
company:
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Remuneration paid to top five
executives (including the Chief
Executive Officer and the Chief
Financial Officer)

Board of Directors Members
2016 (SR)
Executives

Nonexecutives
-

Salaries and
remun eration s

-

Attend an ce
allowan ce

-

-

Bonu ses

-

-

In centive
p rograms

-

Oth ers

-

Independent

158,394

3,858,000

23,518

-

-

-

818,462
-

-

-

-

As per special agreement, the non-executive board of directors members representing the
constituent shareholders (SABB & HSBC) totaling (5) members waived their rights for obtaining
attendance allowance and annual remuneration for their continuous support to the company and
its activities. No other arrangement or waiver agreement for which any of the independent board of
directors or one of the senior executive waived any of the benefits or remunerations.
13. Contracts and transactions with related parties
Related parties represent major shareholders, directors and key management personnel of the
Company, and companies of which they are principal owners and any other entities controlled,
jointly controlled or significantly influenced by them. The following is the detailed transactions
during 2016.
13.1 Transactions with related parties
Contract
duration

Description

The Saudi British Bank - (a shareholder of the Company)
Contributions
Claims paid
Other expenses
- IT maintenance cost and related expenses
- Overheads
Investment returns on murabaha deposits
Profit commission payable

Annual
Annual
Annual

Concerned
Member
of the Board

- Naif
AlAbdulkareem
- -Majid AlGwaiz
- Richard Hinchley

3 months
Annual

Other entities controlled, jointly controlled or significantly influenced by related parties
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2016
SAR’000

2015
SAR’000

53,183
28,337

51,545
30,741

4,172
89
731
259

5,309
197
167
1,859
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SABB Insurance Agency Limited:
Policy acquisition costs paid

3 years

HSBC Saudi Arabia Limited:
Contributions
Claims paid
Rebate fees on unit-linked investment
Unit-linked investment – purchased during the period
Unit-linked investment – Sold during the year

Annual

- Naif
AlAbdulkareem
- -Majid AlGwaiz
- Richard Hinchley
-Ian Moore
-Anthony Bentley
-Richard Hinchley
- Naif
AlAbdulkareem
- -Majid AlGwaiz

5,471

6,927

905
1,163
98,551
121,542

879
500
1,286
96,344
90,452

a. Contributions and claims paid in the above table, comprise details of number of contracts in
which the Company was a party with related parties. This include different insurance
contracts with the Saudi British Bank (SABB) and HSBC Saudi Arabia Ltd, which were made at
arm’s length basis with and under the terms and conditions applicable to other parties.
b. Policy acquisition cost comprise of the commissions paid by the Company to SABB Insurance
Agency Limited, a limited liability company of the Saudi British Bank (SABB). The main
activities of the company focus on acting as exclusive insurance agent of SABB Takaful as per
the agreement made between the two parties.
c. The management of the investment funds is performed by HSBC Saudi Arabia Limited by
managing the planholder investment funds for Family Takaful contracts in the Multi assets
mutual funds.
d. “Other expenses” include costs for various services under a management agreement
between The Saudi British Bank (SABB) and the Company. As per the agreement, SABB
provides operational services to the Company including use of fixed assets and IT
infrastructure for a fee that is mutually agreed between the two parties.
13.2 Related Parties Balances
A) Outstanding dues from related parties:
Description
Managed entities ie. managed jointly or gets
influenced by related parties

2016
SAR’000
Takaful
Operations
1,906

2015
SAR’000

-

1,045

-

B) Outstanding dues to related parties:
Description

Shareholders or managed entities ie.
managed jointly or gets influenced by
related parties

2016
SAR’000
Takaful
Operations
928

2015
SAR’000
Takaful
Operations
-
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Details of the receivables from and payables to related parties at the reporting date are as follows:

Description

Concerned
Member
of the Board

2016
SAR’000

2015
SAR’000

Asset
Asset

-Ian Moore
-Anthony Bentley
-Richard Hinchley
- Naif
AlAbdulkareem
- -Majid AlGwaiz

353,740
1,150

374,739
315

Asset
Asset
Asset
Liability
Liability
Liability

- Naif
AlAbdulkareem
- -Majid AlGwaiz
- Richard Hinchley

5,617
20,990
34,000
29,468
320
259

6,292
21,080
34,000
21,952
588
1,859

Liability

- Naif
AlAbdulkareem
- -Majid AlGwaiz
- Richard Hinchley

349

545

Nature

HSBC Saudi Arabia Limited

Available-for-sale investments
Rebate on unit-linked investments

The Saudi British Bank
Contribution receivable – gross
Bank balances
Statutory deposit
Gross outstanding claims
Other expenses under service level agreement
Profit commission payable
SABB Insurance Agency Limited
Commission payable

 Outstanding balances at the reporting date are unsecured and commission free. Settlement
will take place in cash. No major provision for impairment was made at the reporting date.
This assessment is undertaken at the reporting date through examining the financial
position of the related parties, the market in which the related party operate and other
factors.
Outstanding claims include reserves amounting to SAR 29.47 million (2015: SAR 21.95 million) related to Takaful contracts issued to The Saudi British Bank.
Investments available for sale related to unit linked policies as at 31 December 2016
amounting to SAR 353.74 million (2015: SAR 374.74 million) include investments in mutual
funds units managed by HSBC Saudi Arabia Limited.
Contributions receivable as at 31 December 2016 include a receivable related to The Saudi
British Bank amounting to SAR 5,617 Million (2015: SAR 6,292 Million). Amounts are related to Takaful contracts issued for The Saudi British Bank.
Balances with the Bank are maintained with The Saudi British Bank (shareholder in the
Company).
The regulatory deposit (SAR 34 Million) is maintained with The Saudi British Bank and can
be withdrawn with the consent of SAMA only.
Outstanding balances at the date of reporting are not guaranteed and not related to
commissions and will be settled in cash. A review takes place at the date of preparing the
financial statements through examining the financial position of the related parties and the
market in which the related parties operate in.
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14- Regulatory Payments
Regulatory payments by the Company during 2016 mainly consist of Zakat and income tax,
Supervision and inspection cost paid to the regulatory authorities and payments to General
Organization for Social Insurance (GOSI) for staff insurance contributions. Due to the nature of these
expenses, it is usually subject to adjustments and changes at the time of the settlement with the
respective regulatory party. The following table contains the payments and due amounts to the
regulatory parties as at 31 December 2016:
Description

2016
Paid

Due (as of 31 Dec. 2016)

Zakat

4,509,734

4,634,124

With Holding Tax

2,224,030

528,596

496,300

1,067,183

1,964,522

-

Chamber of Commerce

10,000

-

Saudi Arabian general investment authority

144,000

-

SAMA

4,537,382

360,203

Total

13,885,968

7,703,194

Income Tax
General organization for social insurance

15- Description of any interest of the Board Members or Senior Executives and their relatives in
the shares or debt instruments of the company
In reference to the discloser instructions which the Capital Market Authority’s Listing Rules
was based upon, the Company did not received, during the year, any notices from
shareholders or related individuals requesting any changes to their percentage of share
ownership in the Company, The following tables describe the interests of key shareholders,
members of the Board, and senior executives of the Company and their spouses and
underage children in shares and debt instruments:
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a) Board of Directors Members as of 31 December 2016:
Name of stakeholder

Mohammed A AlYahya
Hussam A. Al Hugail

Beginning of the year End of the year 31/12/2016
1/1/2016
Ownership
Ownership
No. of
No. of
percentage
percentage
Shares
Shares
1,000
1,000

David Kenney *

0

Majid K. Najm**

0

Mohammed I AlObaid**

0

Majed AlGwaiz

0

Ian Moore

0

Waleed A. Kayal

1,000

Anthony Bentley

0

Richard Hinchley*

0

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%

1,000
1,000
0
0
0
0

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%

Net change during
the year
No. of
Shares
0
0
0
0
0
0

0

0.00%

0

1,000

0.00%

0

0.00%

0

0.00%

0

0.00%

0

0.00%

0

0.00%

Ownership
percentage
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%

0.00%
0.00%
0
0.00%
0
0
* David Kenney resigned on 20/12/2016 and replaced by Richard Hinchley on 20/12/2016.
** Majid K. Najm and Mohammed I AlObaid there membership ended by end the board cycle on 14/05/2016
Naif AlAbdulkareem

a) Senior Executive
Senior Executives, their Spouses and Minor Children

Name of stakeholder

* Adrian Flowers

Beginning of the year End of the year 31/12/2016
1/1/2016
Ownership
No. of
No. of
Ownership
percentage
Shares
Shares
percentage

Net change during
the year
No. of
Shares

Ownership
percentage

0

0.00%

0

0.00%

0

0.00%

0

0.00%

0

0.00%

0

0.00%

Tariq Alfayez

0

0.00%

0

0.00%

0

0.00%

Steven Cosgrove

0

0.00%

0

0.00%

0

0.00%

Saud Alnaimi

*Adrian Flowers resigned as a CEO on 08/05/2016 and replaced by Steven Cosgrove on 08/05/2016.
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16- Description of any interest in the voting stock, option rights and subscription rights of
major shareholders
Key Shareholders
Start of the year
Name of Interest Holder

SABB
HSBC Holding Group

No. of
Shares

Ownership

11,050,000

32.50%

10,540,000

31.00%

percentage

End of the year

Net change during
the year

percentage

No. of
Shares

Ownership
percentage

11,050,000

32.50%

0

0.00%

10,540,000

31.00%

0

0.00%

Ownership

No. of
Shares

17- Board Members and Related Committees
a) Formulation of the Board of Directors
The Board of Directors is formed of eight members who are elected and appointed for a three
Gregorian years cycle. Two of whom represent SABB, two of whom represent HSBC Group,
and a member of whom represents both. This is to bring the total number of the members
representing juridical individuals to five members and the remaining three members to be
independent members.
On 20/12/2016, Richard Hinchley was appointed as Non-Executive Directors represent HSBC
Group replacing David Kenney
In the light of the above, the Board of Directors as at 31 December 2016 comprised the
following members, whose membership was classified as per Article (2) of the Corporate
Governance Regulations issued by the CMA’s Corporate Governance Principles Document:
Membership Classification
Name of Member of the Board
Husam A. Al Hugail

Independent

NonExec.

Exec.

Directorship of Joint Stock Companies other
than SABB Takaful in his personal capacity or
representing another corporate person

√

Mohammed A AlYahya

√

Waleed Kayal

√

Majed AlGwaiz

√

Represents SABB

Naif AlAbdulkareem

√

Represents SABB

Anthony Bentley

√

Represents HSBC

Ian Moore

√

Represents HSBC

Richard Hinchley

√

Represents SABB and HSBC

b) Meetings of the Board of Directors
In 2016, the Board of Directors of the SABB held 4 meetings. The following table shows details of
those meetings and the record of attendance of directors during the year.
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Meetings held during 2016
Board Member

First
01/03

Second

Third

Fourth

Total

10/05

26/09

15/12

√

√

√

√

4

√

√

√

√

4

Majed K Najm

√

√

-

-

2

Mohammed AlObaid

√

√

-

-

2

David S Kenney

√

√

x

x

2

Waleed Kayal

√

√

√

√

4

Anthony Bentley

√

√

√

√

4

Ian Moore

√

√

√

√

4

* Richard Hinchley

-

-

-

-

0

Majed AlGwaiz

-

-

x

x

0

Naif AlAbdulkareem

-

-

√

√

2

Husam A Alhugail
Mohammed A ALYahya

Remarks

Attendance

100%
100%
75%
75%
Attendance
*Board Members have resigned during 2016 as follows:
David S Kenney dated 20/12/2016 and he was replaced by Richard Hinchley on 20/12/2016.
**Board members their cycle ended during 2016 as follows:
Majed K Najm and Mohammed AlObaid on 11/05/2016

c) The Committees Attached to the Board of Directors
In line with the regulatory requirements issued by the Supervisory Authorities, SABB
Takaful’s Articles of Association and SABB Takaful’s Governance Document, which provide
for the formation of an appropriate number of committees, depending on the Company’s
size, needs and activity diversification, the Board of Directors formed 5 Board committees,
the membership and formation of which is described in the following sections
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Audit Committee
The Audit Committee is formed of three members, one of whom is an independent
Board member, and two of whom are from outside the Board. According to the
Company’s Assembly General Meeting approved provisions on selecting the Audit
Committee members, their membership term, and their manner of performance, the
committee is responsible for supervising the Company’s Internal Audit Department
and Compliance Department, ensuring their independence, verifying their
effectiveness in carrying the tasks assigned by the Board, assessing and reviewing the
internal audit reports, Compliance Reports and executing the corrective procedures for
notes from the internal audit reports and compliance reports. Besides, the Committee
carries out its tasks as listed in SAM Audit Committee Regulation for Insurance and
Reinsurance Companies. The Committee is also responsible for recommending to the
Board of Directors the assignment of the external auditors determining their fees,
assuring their independency, and following up on their work. It is also responsible for
approving any tasks outside the scope of the audit, and reviewing, commenting and
following up on the quarterly and annual financial statements, in addition to
commenting presenting recommendations on the adopted accounting policies before
presenting it to the Board.
The committee, as of 31/12/2016 is chaired by Mr. Walid Kayal, and membered by Dr. Abu
Baker Bajaber and Mr. Sami Wahibah. The committee has held the following six
meetings during the year:

Meetings held during 2016
Committee Member

Capacity

First

Second Third

10/02 20/04

Fourth Fifth

20/07 18/10

27/11

Sixth

Total Attendance

14/12

Walid A. Kayyal

Chairman

√

√

√

√

√

√

Total Attendance
6

Dr. Abu Baker Bajaber

Member

√

√

x

√

√

√

5

Sami A. Wahibah

Member

√

x

√

√

√

√

5

Executive Committee
The Executive Committee is formed of four members from the Board of Directors. The
Committee is responsible for examining the strategy of work and submitting it to the
Board, in addition to reviewing and preparing recommendations on the annual
operating plan. The Committee also approves the contracts as authorized by the Board,
and reviewing and assessing operational losses, in addition to any other tasks assigned
by the Board. The committee, as of 31/12/2016 is chaired by Mr. Mohammed Alyahya as
Chairman and membered by Naif Alabdulkareem, Majed AlGwaiz & Ian Moore The
committee has held the following six meetings during 2016:
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Meetings held during 2016
Committee Member

Capacity

First
22/02

Mohammed Alyahya

Chairman

Second Third
Fourth Fifth
Total Attendance

26/04

21/06 20/09

23/11

Sixth

Total Attendance

14/12

√

√

√

√

√

√

6

Mohammed AlObaid*
Majid K. Najm *

Member

√

√

-

-

-

-

2

Member

√

√

-

-

-

-

2

Ian Moore

Member

√

√

√

√

√

√

Majed AlGwaiz

Member

-

-

√

X

X

X

6
1

Naif AlAbdulkareem

Member

-

-

√

√

√

√

4

*Board members their cycle ended during 2016 as follows: Majed K Najm and Mohammed AlObaid

Nomination and Remuneration Committee
The Committee is formed of three non-executive, independent members of the Board.
According to the Company’s Assembly General Meeting approved provisions on
selecting the Nominations and Remuneration Committee members, their membership
term, and their manner of performance, the Committee is responsible for approving the
policies and standards of nomination for the membership of the Board and senior
executives, and ensuring the integrity of the members of the Board,. The Committee also
conducts annual reviews on the needed requirements in terms of skills and capabilities
of the members of the Board, verifying the independency of the members, reviewing the
structure of the Board and making recommendations on changes that can be made, and
identifying weaknesses and strengths in the Board and suggesting remedial measures
thereof. Moreover, the committee is responsible for the task of drawing up
compensation and reward policies for both the members of the Board and the senior
executives. The committee, as of 31/12/2016 is chaired by Hussam AlHugail. Membered
by Waleed Kayal , Naif Alabdulkareem. And Ian Moore. The Committee has held the
following two meetings during the year 2016:
Meetings held during 2016
Committee Member

Capacity

First

Second

Total
Attendance

02/23

12/15

√

√

2

Husam A. Al Hugail

Chairman

Majed Najm

Member

√

-

2

Mohammed Alyahya

Member

√

-

2

Ian Moore

Member

-

√

1

Naif AlAbdulkareem

Member

-

√

1

√
1
Walid A. Kayyal
Member
* Majid K. Najm his membership ended on 15/05/2016
* Mohammed A ALYahya his membership ended in Nomination and Remuneration Committee on 15/05/2016
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Investment Committee
The Committee is formed of four non-executive, members of the Board. The committee is
responsible to take discuss all investment aspects as per the committee term of
reference .The committee, as of 31/12/2016 is chaired by Hussam AlHugail, and membered
by Majed Algawaiz, Mohammed Alyahya and Ian Moore The Committee has held the
following meeting during the year 2016
Meetings held during 2016
Board Member

Capacity

First
02/22

Second

Third

Fourth

Total
Attendance

04/26

09/26

11/30

√

√

-

-

2

√

√

√

√

4

Mohammed AlObaid

Adhoc
Chairman

Mohammed A ALYahya

Member

Majed K Najm

Member

√

√

-

-

2

Ian Moore
Husam A Alhugail

Member

√

√

√

√

4

Chairman

-

-

√

√

2

Majed AlGwaiz
Member
* Majid K. Najm membership ended on 15/05/2016
** Mohammed AlObaid membership ended on 15/05/2016

x

x

0

Risk Committee
According to the directives issues by the Saudi Arabia Monetary Agency which constitutes of forming a risk committee responsible for overseeing the Company's risk
strategy and reporting to the Board of Directors as well as handling any other tasks
assigned to it by the Board of Directos. During the second quarter of 2016, a Board
Risk Committee was formed and comprises of three Board members. It is responsible
for overseeing the formation and the progress of the Risk Management Policies of
the Company within the guidelines and the authority delegated. The Board of Directors approves the reports prepared by this committee. The Committee also reviews
the Company execution of objectives and if they are within the assigned guidelines of
risk management and verifying it suitability to the market circumstances and risk appetite.
The Committee as at 31/12/2016 comprises of the following members: Mr. Majid Al
Guwaiz (Member), and Mr. Anthony Bentley (Member). Due to the Committee being
recently formed, one meeting has taken place in 2016 according to the below table:

INTERNAL 37

Directors’ Report 2016

Meetings held during 2016
Committee Member

Capacity

Total Attendance

First
11/30
x

0

Member

x

0

Ad hoc Chairman

√

1

Delegate

√

1

David S Kenney

-

Majed AlGwaiz
Anthony Bentley
Mohammed A ALYahya
* David S Kenney resigned on 20/12/2016.

18- Regulatory Penalties and Limitations
The Company operates in accordance with the regulations and instructions issued by the
supervisory authorities. SABB Takaful received one penalty during the year of 2016. As
below:
CMA Board resolution imposing a penalty of SAR 20,000 ( Twenty Thousand Saudi Riyals)
On SABB Takaful due to non-compliance with forming a Board of Directors in which its
members are not below two members or one third of the number of Directors whichever is
higher, of clause (E) of Article (12) of the Corporate Governance Regulations
19- Corporate Governance
SABB Takaful is aware of the immense effects associated with the adoption of Prudent
Corporate Governance Principles and Standards and that such adoption will lead to
observance of professional and ethical standards in all the Company's dealings as well as
transparency and disclosure which will contribute to the furthering and improvement of its
efficiency and relations with all interested parties, be they staff, depositors or others.
In addition, SABB Takaful is committed to observing the majority of the guidelines included
in the Corporate Governance Regulations with the exception of the following:
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Article

Item (d)
Article 6

of

Item (A) of
Article 18

Requirement

Reasons For Non-Compliance
by the Bank

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 investments.

The Bank is not entitled under any
capacity to oblige any judicial
investors who act on behalf of others
to disclose their voting policies.

A Board member shall not, without a prior
authorization from the General Assembly, to be
renewed each year, have any interest (whether
directly or indirectly( in the company’s business and
contracts. The activities to be performed through
general bidding shall constitute an exception where a
Board member is the best bidder. A Board member
shall notify the Board of Directors of any personal
interest he/she may have in the business and
contracts that are completed for the company’s
account. Such notification shall be entered in the
minutes of the meeting. A Board member who is an
interested party shall not be entitled to vote on the
resolution to be adopted in this regard neither in the
General Assembly nor in the Board of Directors. The
Chairman of the Board of Directors shall notify the
General Assembly, when convened, of the activities
and contracts in respect of which a Board member
may have a personal interest and shall attach to such
notification a special report prepared by the
company’s auditor.

The board members who have a
direct or indirect interest didn’t
inform the AGM about the contracts
which are made for the company
during the renewal of those contracts
in 2016. Where all business contracts
and has since the beginning of the
company's activity and automatically
renewed annually. And taken
approval of the General Assembly to
continue to renew it. And this has
been declared in the report of the
Board of Directors for 2016.

20- Annual Audit of the effectiveness of the internal control procedures
The outcome of the annual audit of the effectiveness of the internal control procedures
adopted by the company during 2016 affirm that the internal monitoring and risk control
system followed by SABB Takaful has been drawn up according to scientific criteria, and has
been applied effectively to verify the creditability of the financial reports, as well as to
ascertain compliance with the valid regulations.
The Internal Audit Department acknowledges that there are no reservations or limitations
on acquisition of information or documents or records, and that no significant remarks
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have been detected during performance of the internal audit procedures.
The Audit Committee conducts a periodical comprehensive assessment of this system. On the
other hand, the Internal Audit System, supervised by the Internal Audit Department, aims to
establish assurance that the means of control and surveillance within the company are
adequate for checking risks, and that governance operations are appropriate for realizing the
company's objectives. This is accomplished through audit of various operation processes,
including review of claims, submission of detailed reports on regular basis to the Audit
Committee, along with the company's suggestions concerning solutions, of which the Board
shall be notified.

21- External Auditors
The General Assembly held on 04/08/1437H (11/05/2016G), has approved the decision of the
Board of Directors to appoint PWC and Al Sudiri & Aladim Audit Bureau Companies to act
as external auditor for the quarterly financial statements for the year 2016 and the first
quarter of the year 2017 as well as to determine their remuneration.
22- Confirmation and Declarations
a) SABB Takaful affirms the following

 The company has not entered into any loans during the year 2016.
 The company has not employed any investments, neither has it established any
reserves for employees' benefits.

 The Company has not issued or granted any convertible debt instruments or any
contractual securities or notes of rights of subscription or similar rights during the
fiscal year 2016.

 The company has not issued or granted any conversion rights or subscription
entitlements under convertible debt instruments, or any option rights or warranties
of subscription or similar rights.

 The Company did not recover, purchase or cancel any refundable debt instruments.
b) The Board of Directors also affirms, according to its awareness of all material
aspects, to the shareholders and other concerned authorities the following:

 The accounting records are prepared properly.
 The internal control system is sound and is being implemented effectively.
 There are no doubts about the company's ability to continue to operate.
 The Company has not entered during the year 2016 into any contract of material
interest to any of the Board Members, the CEO, the CFO or any of person associated
with any of them, except what has been articulated in this report in relation to
dealing with the related parties.
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Conclusion
SABB Takaful Board of Directors wishes to express its gratitude to their dignified customers
for their trust and to the shareholders for being the motive behind the continuity and
success of this Company. The Board would also like to extend its appreciation to all the staff
and the management team of SABB Takaful for their dedication and efforts which helped
the Company's accomplishments and enabled achieving a good result this year.
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