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Executive Summary 

This Basel III - Pillar 3 Report for Samba Financial Group (“SFG”, “Samba” or “the bank”) has been prepared in 
accordance with the public / market disclosure requirements and guidelines in respect of Pillar 3 of Basel III, as 
prescribed by the Saudi Arabian Monetary Authority (SAMA)

1
 and other clarifications received from time to 

time. 

The purpose of this report is to inform market participants of the key components, scope and effectiveness of 
Samba’s risk measurement processes, risk profile and capital adequacy. This is accomplished by providing 
consistent and understandable disclosure of Samba’s risk profile in a manner that enhances comparability with 
other institutions. 

Samba Financial Group has been compliant with Basel requirements since 1
st

 January 2008 and has been 
publishing Pillar 3 Reports at the prescribed frequencies from the aforementioned date. 

Samba has adopted the Standardized Approach for Credit Risk, the Standardized Approach for Market Risk and 
the Standardized Approach for determining the capital requirements for Operational Risk. These approaches 
are discussed in detail in the following pages of this report. 

This Pillar 3 Report provides details on Samba Financial Group’s consolidated risk profile by risk asset class, 
which form the basis for the calculation of our capital requirement. 

In accordance with the minimum capital requirement calculation methodology as prescribed under Basel III, 
Samba Financial Group’s capital adequacy as at 31

st
 December 2019 and a comparison thereof with the figures 

as of 30
th

 June 2019 and 31
st

 December 2018 is as follows: 

 Dec 2019 Jun 2019 Dec 2018 

Total Capital Adequacy Ratio 21.1% 22.8% 22.7% 

Tier 1 Capital Adequacy Ratio 20.5% 22.2% 22.1% 

 

As of 31
st

 December 2019, Samba Financial Group’s total Risk Weighted Assets (RWAs) amounted to SAR 

228,299,227,000 which comprised of 86.3% Credit Risk, 7.5% Market Risk and 6.2% Operational Risk. 

 

 

 

 

 

 

 

  

                                                           
1 Per SAMA circular 361000126572 ‘SAMA’s Draft Implementation Framework for Banks Comments concerning Basel Committee on 
Banking Supervision (BCBS) Standards of January 2015 regarding Revised Pillar 3 Disclosure Requirements’ dated June 2015 
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Introduction 

Samba Financial Group is a Saudi Joint Stock company which has been in business in the Kingdom of Saudi 
Arabia since 1980 (more detailed information is available in the published Annual Financial Statements) and is 
listed on the Saudi Stock Exchange (Tadawul) under symbol 1090. As a commercial bank registered in the 
Kingdom of Saudi Arabia, Samba falls under the regulatory supervision of the Saudi Arabian Monetary 
Authority (SAMA). 

Samba provides commercial banking services such as loans, trade finance, consumer finance, credit cards and 
treasury products to all customer segments including retail (individuals), corporates and government and semi-
government institutions. Samba also provides a broad range of Shariah compliant banking products approved 
by Samba’s Shariah Board, an independent body of Shariah Scholars. 

Samba operates in overseas markets through branches in Dubai and Qatar. 

Samba also owns an 84.51% stake in Samba Bank Limited incorporated in Pakistan. Samba Bank Limited is a 
banking company engaged in commercial banking and related services and is listed on the Pakistan Stock 
Exchange. 

Information disclosed in this report is at the highest consolidated level i.e. Samba Financial Group including all 
branches and subsidiaries as at 31

st
 December 2019. 

The information provided in this document is not required to be subjected to external audit; however, 
reconciliation with the financial accounts has been performed. 

Group Structure 

The group comprises of Samba Financial Group and the following significant entities. 

Samba Bank Ltd: An 84.51% owned subsidiary incorporated as a banking company in Pakistan and engaged in 
commercial banking and related services. This entity is listed on the Pakistan Stock Exchange. 

Samba Real Estate Company: A wholly owned subsidiary incorporated in Saudi Arabia under commercial 
registration number 1010234757 issued in Riyadh dated 9

th
 Jumada II, 1428H (24

th
 June 2007). The company 

has been formed as limited liability company with the approval of SAMA and is engaged in managing real 
estate projects on behalf of the Bank. 

Samba Capital and Investment Management Company: A wholly owned subsidiary incorporated in Saudi 
Arabia under commercial registration number 1010237159. It was formed in accordance with the Securities 
Business Regulations issued by the Capital Market Authority (CMA), requiring banks in Saudi Arabia to transfer 
their dealing, arranging, managing, advising and custody businesses into a separate legal entity licensed with 
CMA. This is referred to as Samba Capital. 

During the year 2017, Samba Capital formed a wholly owned subsidiary “Samba Investment Real Estate 
Company” which is incorporate in Saudi Arabia under commercial registration number 1010715022 issued in 
Riyadh dated 23 Shawaal 1438H (July 17, 2017). The company has been formed as a limited liability company 
(sole ownership) and is engaged in managing real estate projects for and on behalf of a mutual fund managed 
by Samba Capital. 

Co-Invest Offshore Capital Limited: A wholly owned company incorporated under the laws of Cayman Islands 
for the purpose of managing certain overseas investments. 

Samba Global Markets Limited: A wholly owned company incorporated as a limited liability company under 
the laws of Cayman Islands on February 1, 2016 with the objective of managing certain treasury related 
transactions. The company started its commercial operations during the fourth quarter of 2016. 

Samba Funding Limited:  A 99% owned subsidiary incorporated as a limited liability company under the laws 
of the Cayman Islands on June 19, 2019 with the main objective of generating liquidity for the bank through 
the issuance of debt securities. 
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The aggregation consolidation method is applied to subsidiaries reporting in other regulatory jurisdictions. To 
this end Samba Bank Limited calculates its Risk Weighted Assets according to the regulations defined by the 
State Bank of Pakistan. 

Basel III components 

In December 2012, SAMA issued a circular
2
 requiring banks operating in the Kingdom of Saudi Arabia to report 

their capital adequacy requirements according to the Basel III guidelines. Basel III is an international initiative 
(adopted by SAMA) with a view to ensure adequate capitalization of banks on a more robust risk-sensitive 
basis providing a framework for assessment of risk and calculation of regulatory capital requirement, i.e. the 
minimum capital that an institution must hold, given its risk profile. Basel III framework is intended to 
strengthen risk management practices and processes within financial institutions. 

SAMA’s Basel framework describe the following three pillars which are designed to be mutually re-enforcing 
and are meant to ensure an adequate capital base which corresponds to the overall risk profile of the bank: 

 Pillar 1: Calculation of capital adequacy ratio based on charge for credit, market and operational risks 
stemming from business operations. 

 Pillar 2: Supervisory review process which includes: 

o Internal Capital Adequacy Assessment Process (ICAAP) to assess  incremental risk types not covered 
under Pillar 1; 

o Quantification of capital required for these identified risks; 

o The assurance that the bank has sufficient capital cushion (generated from internal / external sources) 
to cover these risks over and above the regulatory requirement under Pillar 1. 

 Pillar 3: Market discipline through public disclosures that are designed to provide transparent information 
on capital structure, risk exposures, risk mitigation and the risk assessment process.  

This report represents Samba’s market disclosure, under the Pillar 3 requirements, of its risk profile and capital 
adequacy as at the end of 31

st
 December 2019. 

Pillar 1 - Minimum capital requirements 

Basel III, as adopted and implemented by SAMA, covers the minimum regulatory capital requirement for banks 
for credit, market and operational risks stemming from its business operations. It also sets out the basis for 
consolidation of entities for capital adequacy reporting requirements, the definition and calculations of Risk 
Weighted Assets (RWAs) and the various options given to banks to calculate these Risk Weighted Assets. 

The regulatory capital requirements are calculated according to the following formula (expressed as a 
percentage): 

   Minimum Capital Requirements = Capital Base 
                           RWA 

where the Minimum Capital Requirements are to be ≥ 8% 

 

With effect from January 1, 2016, SAMA phased in additional minimum capital requirements in the form of a  
Capital Conservation Buffer (which reached 2.5% in 2019),  a 0.5% Domestic Systemically Important Bank (D-
SIB) buffer and a Countercyclical Buffer. This translates into an effective minimum total capital requirement of 
11.342% for 2019. 

 

 

 

                                                           
2
 SAMA Circular 15689 dated December 2012, titled ‘SAMA’s Final Guidance Document Concerning Implementation of Capital 

Reforms under Basel III Framework’ 



Samba Financial Group 
Basel III - Pillar 3 Disclosure Report as at December 31, 2019                                 Page 6 of 43 

Public 

The table below describes the approaches available for calculating the RWAs for each of the aforementioned 
risk types: 

i. Credit Risk Market Risk Operational Risk 

Standardized Approach Standardized Approach Basic Indicator Approach 

Foundation - Internal Ratings Based 
Approach (F-IRB) 

Internal Models Approach Standardized Approach 

Advanced - Internal Ratings Based 
Approach (A-IRB) 

 Advanced Measurement Approach 
(AMA) 

Pillar 2 - Supervisory review process 

The Supervisory Review Process (SRP) under Pillar 2 requires banks to employ an Internal Capital Adequacy 
Assessment Process (ICAAP) aimed at: a) quantifying bank’s own internal assessment of the level of capital that 
it deems appropriate to adequately cover all material risks that it is exposed to; and b) instituting a 
comprehensive process for business and capital planning to ensure that adequate capital is always available to 
cover its risk exposures. Banks are also required to identify sources for raising additional capital in case of need 
and to provide documented plans thereof. As part of this process banks are required to ascertain whether 
credit, market and operational risk capital charges calculated under Pillar 1 are adequate to cover bank’s 
internal assessment of these risks or not. Furthermore, banks are expected to ascertain additional capital 
requirements (over and above the Pillar 1 requirements, if any) for credit, market and operational and the 
Pillar 2 risks that the banks are exposed to (examples of some risks identified in this respect are interest rate 
risk in the banking book, strategic risk, legal risk, concentration risk, etc.). The ICAAP has to be designed to 
ensure that banks have sufficient capital cushion to meet regulatory and internal capital requirements during 
periods of systemic/cyclical economic downturns or during times of financial distress - which involves 
employing stress testing and scenario analysis techniques. 

In compliance with the regulatory requirements, Samba submitted its detailed ICAAP Plan for the period 2020-
2022 to SAMA at the end of February 2020. 

Pillar 3 - Market discipline 

Under Pillar 3, SAMA prescribes the qualitative and quantitative disclosures which are required to be made to 
external stakeholders of the bank. The disclosures are designed to enable stakeholders and market 
participants to assess an institution’s risk appetite, risk exposures and risk profile. It encourages the move 
towards more advanced forms of risk management. 

A reporting calendar has also been provided by SAMA to indicate which disclosures are required at the defined 

intervals. 
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Overview of risk management, key prudential metrics and Risk Weighted Assets                                                                                                                                                                                                  

SAR 000s 
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OVA - Bank Risk Management Approach 

Samba is exposed to a broad range of risks in the normal course of its business. The bank’s risk and capital 
assessment policies are designed to identify and quantify these risks, set appropriate limits in line with defined 
risk appetite, ensuring control and monitoring adherence to the limits. The principal risks associated with 
Samba’s business are credit risk, including cross-border and concentration risks, market risk, liquidity risk, 
operational risk and reputation / franchise risk. 

The Executive Committee formulates high level strategies and policies, approves specific transactions or 
programs that may pose material risks to the institution and monitors the bank’s risk profile on an ongoing 
basis. This Committee has been appointed and empowered by the Samba Board of Directors. 

The Risk Committee of the Board is chaired by a non-executive director and is comprised of a further two 
directors. Its main function is to assist the Board in overseeing the credit and other risk management 
processes, including the overall internal control framework and IT/IS related risks. The Committee is apprised 
on a regular basis of the bank’s performance against  Board approved limits covering credit quality, 
concentration, ratings migrations, risk weighted assets (credit, market and operational risks) and liquidity (LCR 
and NSFR). Updates are also provided on the activities of the senior management risk committees including 
the Credit Risk Policy Committee, Group Risk and Compliance Committee and Information Security Committee 
and any significant new regulatory changes are communicated to members during these meetings.   

The process of risk management is supported by a set of independent control functions reporting to the Chief 
Risk Officer. Individual credit transactions are approved jointly by selected Credit Officers including both 
Business and independent Risk Management representatives. The Credit Risk Control department reviews 
approval levels and documentation prior to allowing the availment of facilities. Market Risk Management 
department reviews limits and provides independent reports about the bank’s market risk exposures and 
liquidity positions, including measurement against stressed events. The Group Risk and Capital Strategy 
department manages the process of risk appetite definition, portfolio targets, risk measurement and overall 
limit setting. 

In addition to the aforementioned Board committees, the risk governance structure includes the following 
management committees: 

 Asset Liabilities Committee (ALCO), chaired by the CEO, is responsible for the monitoring and 
management of liquidity, the balance sheet and market risk resulting from the accrual portfolio. 

 Market Risk Policy Committee (MRPC) is the management body within Samba for market and liquidity 
risk issues, including establishing and updating policies and guidelines, reviewing and approving market 
risk limits and exceptions. 

 Credit Risk Policy Committee (CRPC) has Samba-wide responsibility for maintaining sound and effective 
credit risk management architecture and process. 

 Capital Management Committee (CMC) examines components of the capital plan and proposes the 
internal capital adequacy targets for approval by the Executive Committee. 

 Group Risk and Compliance Committee (GRCC) has the primary responsibility for ensuring that the 
operational risks are adequately managed.  

 The Information Security Committee (ISC) is an advisory business committee for all matters related to 
information security. It facilitates the implementation of all information security changes across Samba 
and reviews the related policies and procedures as part of the overall approval process. In addition the ISC 
is the business committee that hosts discussions on information security incidents, compliance and risk 
related matters related to information security and is responsible for updating the Group Risk and 
Compliance Committee on these matters.  
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Samba Audit Risk Review (ARR) reports functionally to the Audit Committee of the Samba Board and has 
responsibility for: 

 Providing independent evaluation of Samba’s risk portfolio and processes. 

 Assessing the adequacy of Bank’s policies, practices and procedures for risk management. 

 Documenting its findings in action-oriented reports for the relevant Board / Management Committees and 
Senior Management. 

In line with international best practices, SAMA and BIS guidelines, Samba has a comprehensive stress testing 

framework in place, which is governed by the Enterprise-wide Stress Testing Policy. The Enterprise-wide Stress 

Testing Policy defines Samba’s stress testing principles, the process to be followed for conducting meaningful 

stress testing exercises, senior management actions required on the basis of the results of stress testing 

exercises, reporting and documentation requirements for the stress tests and the roles and responsibilities of 

all the stakeholders involved in the stress testing exercises. The policy also sets such parameters as coverage, 

frequency, scenario specification, etc. for the individual stress testing exercises. 

Regular stress testing exercises are performed to assess Samba’s resilience to exceptional but plausible stress 

scenarios, these exercises cover the most material risks faced by the bank. Regulatory stress testing defined 

under SAMA rules is conducted on a semi-annual basis, while annual stress testing is performed under Pillar 2 - 

ICAAP. 

Risk reporting is provided to senior management through a comprehensive suite of monthly and quarterly 

reporting packs which are prepared and circulated to senior management for review. The results of regulatory 

and ad hoc stress testing and rapid portfolio reviews are also presented and discussed in the senior 

management committee meetings. 

Undertaking risk is a part of banking business; however, the quantum of risk must be contained within caps 

approved by the Board of Directors. Limits are set overall for credit risk by segments of correlated risks and 

industries as well as at customer level. There is a strong documentation and approval process in place that sets 

the approval level at comparatively higher levels of authority with the increase in magnitude of risk 

undertaken. For market risk, limits are set inter-alia for total positions, factor sensitivities and VaR. Adherence 

to limits is monitored continuously by the Market Risk Management department. Operational risk is managed 

through robust policies and procedures, monitoring of Key Risk Indicators (KRIs) and analysis of all operational 

risk events which includes the identification of root causes and recommendations for policy / process upgrades 

accordingly. 
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SAR 000s  

 
 

The increase in risk weighted assets over the quarter is primarily due to increases in the lending portfolio (on-

and off-balance sheet) and the some recent commitments to alternative funds which will require some time 

for the bank to receive the data required to apply the look-through approach.  
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Linkages between financial statements and regulatory exposures 
SAR 000s  

 
Investments in the banking book attract credit risk capital charge while investments in the trading book attract 

market risk capital charge. 

SAR 000s  

 
 

LIA - Explanations of differences between accounting and regulatory exposure amounts 

Financial statements carrying values and those under the scope of regulatory consolidation for the purposes of 
calculation of capital adequacy are the same. 

For credit risk capital charge, the only differences between financial statements carrying values and those used 
for calculation of credit risk weighted assets are Off-balance sheet amounts (Letters of Credit and Guarantees 
issued by the bank on behalf of its customers, Acceptances and Credit related Commitments), Portfolio Loan 
Loss Reserves and Credit Risk Mitigation. 

For counterparty credit risk capital charge, the only differences between financial statements carrying values 
and those used for calculation of counterparty credit risk weighted assets are the Potential future exposure 
add-on and Credit Risk Mitigation. 
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Composition of Capital and TLAC 

 



Samba Financial Group 
Basel III - Pillar 3 Disclosure Report as at December 31, 2019                                Page 13 of 43                                                                       

Public 

 



Samba Financial Group 
Basel III - Pillar 3 Disclosure Report as at December 31, 2019                                Page 14 of 43                                                                       

Public 

 



Samba Financial Group 
Basel III - Pillar 3 Disclosure Report as at December 31, 2019                                Page 15 of 43                                                                       

Public 

  



Samba Financial Group 
Basel III - Pillar 3 Disclosure Report as at December 31, 2019                                Page 16 of 43                                                                       

Public 

Macro-prudential Supervisory Measures 

 

 

Leverage Ratio 
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Liquidity 

LIQA – Liquidity Risk Management 

Introduction 

 

The purpose of this section is to disclose both qualitative and quantitative information regarding Samba’s 

liquidity position, LCR results and internal liquidity risk measurement and management processes. 

 

Liquidity risk is defined as the risk that a bank does not have enough financial resources to meet its obligation 

and commitments to a customer, creditor, or investor as they fall due. It is the risk to earnings or capital arising 

from a bank’s inability to meet its obligations when they come due without incurring unacceptable losses. It 

generally arises from either an inadequate liabilities profile or a bank’s failure to recognize or address changes 

in market conditions that affect its ability to liquidate assets (i.e. convert them to cash) quickly and with 

minimal loss in value. The objectives of liquidity management are to ensure that all maturing obligations and 

commitments are paid fully promptly. 

 

Samba Financial Group’s Board of Directors has the overall responsibility of bank’s liquidity risk management 

for ensuring the risk exposures are maintained at prudent levels.  To this end, it has established an appropriate 

liquidity risk management framework for the management of the bank’s funding and liquidity management 

requirements. To assist in overseeing the risks to which Samba is exposed, the Board appoints Board 

Committees and defines their terms of reference. The Executive Committee of the Samba Board of Directors 

formulates high level strategies and policies and monitors the bank’s risk profile on an ongoing basis. The 

bank’s liquidity risk policies are designed to identify and quantify these risks, set appropriate limits in line with 

the defined risk appetite, ensure effective control and monitor adherence to appropriate limits. The bank’s 

Asset and Liabilities Committee (ALCO) is responsible for monitoring and management of liquidity, the balance 

sheet and market risks while the Market Risk Policy Committee (MRPC) is the management body for market 

and liquidity risk issues, including establishing and updating policies and guidelines, reviewing and approving 

market risk limits, assumptions and exceptions. 

 

Samba manages liquidity risk by setting conservative loans to deposits ratio, maintaining adequate reserves, 

high quality liquid assets, banking facilities and reserve borrowing facilities and continuously monitoring 

forecast and actual cash flows. The bank’s appetite for funding liquidity risk (i.e. funding of longer tenor assets 

by shorter contractual tenor liabilities) is expressed in the liquidity risk limits framework. This limits framework 

also includes liquidity ratio targets that set the appetite for funding diversification (in terms of funding sources 

and tenor), minimum holdings of liquid assets, large fund providers and cross currency funding which also act 

as early warning indicators of structural balance sheet changes. Appetite for risk is also constrained by the 

requirement to be fully liquid under adverse scenarios. This is assessed through regular stress scenario 

analyses covering market-wide events, entity specific events and a combination of the two. 

 

 

The risk appetite as expressed in the liquidity risk limits framework is also aligned with the regulatory risk 

framework which mandates compliance with the two key risk measures, Liquidity Coverage Ratio (LCR) and 

Net Stable Funding Ratio (NSFR). 
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Liquidity Coverage Ratio (LCR) 
 

The LCR is one of two minimum standards for funding liquidity (the other being the Net Stable Funding Ratio – 

NSFR) introduced by Basel III, to promote short-term resilience of a bank’s liquidity risk profile by ensuring that 

it has sufficient High Quality Liquid Assets (HQLA) to survive a significant stress scenario lasting for one month. 
 

The LCR has two components: 

(a) Value of the stock of HQLA in stressed conditions; and 

(b) Total net cash outflows, calculated according to the scenario parameters outlined in the Basel III LCR 

standards document
3
. 

 

The LCR is defined as: 

 

  Stock of HQLA > 100% 

Total net cash outflows over the next 30 calendar days  

 

The LCR has been fully effective from 1
st

 January 2015 with the minimum requirement set at 60% and rising in 

equal annual steps to reach 100% by 1
st

 January 2019. 

 

 1st January 
2015 

1st January 
2016 

1st January 
2017 

1st January 
2018 

1st January 
2019 

Minimum LCR 60% 70% 80% 90% 100% 

 

Average LCR for 4Q 2019 was 229%, which is well above the regulatory minimum threshold of 100% which 

became fully effective in January 2019. This reflects SAMBA’s substantial holdings of High Quality Liquid Assets 

as well as its large base of customer deposits. 

High Quality Liquid Assets (HQLA) 
 

HQLA comprises of assets that can be easily and immediately converted into cash at little or no loss of value. 

There are two categories of assets that can be included in the stock of HQLA. Level 1 assets can be included 

without limit at no haircut and comprises of coins and banknotes, central bank reserves, Saudi government 

securities, high quality foreign sovereigns, multilateral development banks and supra nationals.  Level 2 assets 

can be included, subject to the requirement that they comprise no more than 40% of the overall stock of HQLA 

after haircuts have been applied. This may comprise of certain qualifying government securities, public sector 

and corporate bonds. For the quarter ended December 2019, the stock of HQLA comprises of 100% Level 1 

assets. 

Net Cash Outflows 
 

Net cash outflows is defined as the total expected cash outflows minus total expected cash inflows in the 

specified stress scenario for the subsequent 30 calendar days. Total expected cash outflows are calculated by 

multiplying the outstanding balances of various categories of liabilities and off-balance sheet commitments by 

the rates at which they are expected to run off or drawn down. Total expected cash inflows are calculated by 

multiplying the outstanding balances of various categories of contractual receivables by the rates at which 

they are expected to flow in under the stress scenario up to an aggregate cap of 75% of total expected cash 

outflows. 

 

                                                           
3
 Basel III: International framework for liquidity risk measurement, standards and monitoring. January 2013 
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Net Stable Funding Ratio (NSFR) 

 

The NSFR is one of two minimum standards for funding liquidity (the other being Liquidity Coverage 

Ratio – LCR) introduced by Basel to promote resilience of a bank’s liquidity to survive a significant 

stress scenario lasting over a one year horizon. 

 

The NSFR has two components: 

(c) Available Amount of Stable Funding (ASF); and 

(d) Required Amount of Stable Funding (RSF). 

 

The NSFR is defined as: 

Available amount of stable funding > 100% 

Required amount of stable funding  

 

In line with the timeline specified in the guidelines, the NSFR has become a minimum standard 

effective 1st January 2018.  

Available Stable Funding (ASF) 

 

The amount of available stable funding (ASF) is measured based on the broad characteristics of the 

relative stability of Samba’s funding sources, including the contractual maturity of its liabilities and 

the differences in the propensity of different types of funding providers to withdraw their funding. 

The amount of ASF is calculated by first assigning the carrying value of capital and liabilities of 

different categories. The amount assigned to each category is then multiplied by an ASF factor, and 

the total ASF is the sum of the weighted amounts.  Carrying value represents the amount at which a 

liability or equity instrument is recorded before the application of any regulatory deductions or 

other adjustments.  

Required Stable Funding (RSF) 

 

The amount of required stable funding is measured based on the broad characteristics of the 

liquidity risk profile of Samba’s assets and OBS exposures. The amount of required stable funding is 

calculated by first assigning the carrying value of assets to the categories listed. The amount 

assigned to each category is then multiplied by its associated required stable funding (RSF) factor 

and the total RSF is the sum of the weighted amounts added to the amount of OBS activity (or 

potential liquidity exposure) multiplied by its associated RSF factor.  The RSF factors assigned to 

various types of assets are parameters intended to approximate the amount of a particular asset 

that would have to be funded, either because it will be rolled over, or because it could not be 

monetized through sale or used as collateral in a secured borrowing transaction over the course of 

one year without significant expense.  

Samba’s NSFR for 4Q 2019 was 129% which is well above the regulatory minimum threshold of 100% 

effective 1st January 2018. 
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Credit Risk 

CRA - General information about credit risk 

Samba Financial Group uses the Standardized Approach for credit risk at the consolidated level for regulatory 
reporting purposes. Under this approach, exposures are assigned to portfolio segments based on the type of 
counterparty and/or the nature of the underlying exposure. This approach allows the use of external ratings, 
where available, from accredited ratings agencies for the determination of appropriate risk weights, and also 
includes a wider range of eligible financial collaterals. The RWAs are then calculated according to the following 
formula: 

RWA = ∑ Credit Equivalent Amount
4
 for all asset classes x Regulatory Defined Risk Weight

5
 

The major asset classes as defined by the Basel guidelines adopted by SAMA are sovereigns, public sector 
entities, multilateral development banks, banks, corporates, retail, securitized assets and VIP/HNI (high net-
worth individuals). Each segment has a defined risk weight ranging from 0% to 150% depending on tenor, type 
of exposure, asset class, whether the counterparty has an external rating and whether the exposure is past 
due. 

The Board is regularly updated by the Board Risk Committee on the following key areas of credit risk: 

a) Performance against Board approved limits for risk weighted assets, capital adequacy and loans to deposit 
ratios. 

b) An annual update is provided on the risk ratings migrations that have occurred in the lending portfolio. 
c) The credit concentrations by industry, name, product (direct/contingent), geography and tenor are also 

provided. 
d) Portfolio quality is measured based on the distribution of the lending book by risk rating and the coverage 

of non-performing loans by loan loss reserves. 
e) Analysis of exposure by business segment is provided with comparatives for prior periods. 

At SFG, the defined and approved risk appetite results in caps for each segment and the resulting Risk 

Weighted Assets composition between the retail and corporate segments flow from this strategy. 

SAR 000s 

 

“Default” is broadly defined as either non-payment of a material financial obligation persisting for 90 days or 

occurrence of events that would lead the bank to consider that the Obligor is unlikely to service its credit 

obligations to the bank. 

An assessment is made at each period end date to determine whether there is objective evidence that a 

financial asset or group of financial assets may be impaired. Objective evidence of impairment may include 

indications that the borrower is experiencing significant financial difficulty, default or delinquency in special 

                                                           
4
 Credit equivalent amount is determined as gross exposure less specific provisions less eligible credit risk mitigants. A 

credit conversion factor (CCF) or add-on percentage is then applied to off-balance sheet and derivative exposures 
respectively 
5
 The regulatory defined risk weight is determined by the counterparty asset class and the external rating of the 

counterparty, where applicable 
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commission or principal payments, the probability that it will enter bankruptcy or other financial 

reorganization and where observable data indicates that there is a measurable decrease in the estimated 

future cash flows, such as changes in economic conditions that correlate with defaults. If such evidence exists, 

the estimated recoverable amount of that asset is determined and an impairment loss, based on the net 

present value of future anticipated cash flows, is recognized for changes in its carrying amounts. 

Exposures past-due more than 90-days but not considered impaired for accounting purposes are disclosed in 

the quantitative disclosures of this section. For capital adequacy calculation purposes, all exposure past-due 

more than 90-days are considered Defaulted and are treated accordingly. 

An exposure to counterparty is deemed restructured when the counterparty is experiencing difficulty in 

meeting its financial commitments and the bank grants a material concession (e.g. tenor, interest rate, 

payment structure, etc.) that it would not otherwise consider under normal circumstances. 

SAR 000s 

 

CRB - Additional disclosure related to the credit quality of assets 

Samba has a diversified credit portfolio, which is divided into the following asset classes as defined by SAMA
6
: 

Sovereigns and Central Banks 

Exposures to sovereigns and central banks carry a risk weight ranging between zero and 100 percent, 
depending on whether or not there is a valid external rating assigned by a recognised ECAI. 

The average risk weight for this portfolio is 0.4%. 

Public Sector Enterprises 

SAMA has prescribed that exposures falling into this portfolio are to be treated according to Option 2 of the 
Basel II Accord, i.e. the risk weight is determined on the basis of whether or not there is a valid external rating 
assigned by a recognised ECAI. 

The average risk weight for this portfolio is 50.0%. 

Multilateral Development Banks 

SAMA has prescribed zero percent risk weight for those Multilateral Development Banks that meet the 
qualifying criteria under Basel II. For other MDBs, the treatment is the same as Banks Option 2, i.e. the risk 
weight is determined on the basis of whether or not there is a valid external rating assigned by a recognised 
ECAI. 

The average risk weight for this portfolio is 0%. 

 

 

                                                           
6
 Per paragraph 4.1 of ‘Basel II - SAMA’s Detailed Guidance Document Consultative Draft No.2’ issued 6

th
 June 

2006 
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Banks and Securities Firms 

SAMA has prescribed that exposures falling into this portfolio are to be treated according to Option 2 of the 
Basel II Accord, i.e. the risk weight is determined on the basis of whether or not there is a valid external rating 
assigned by a recognised ECAI. A preferential risk weight is assigned to short term exposures, defined as those 
exposures with a tenor of less than three months.  

The average risk weight for this portfolio is 43.8%. 

Corporates 

This portfolio is assigned a risk weight based on the external rating of the counterparty, wherever available, 
with whom the exposure is held. Due to the fact that the majority of corporates in Saudi Arabia are not rated 
by ECAIs, a regulatory risk weight of 100% is applied to a large portion of this portfolio.  

The average risk weight for this portfolio is 96.6%. 

Retail Non-Mortgages 

This portfolio consists of loans to individuals, leases, credit cards and other consumer loans. SAMA requires 
that exposures not meeting certain granularity criteria be assigned a 100% risk weight, whereas the balance of 
the exposure under this asset class is assigned a flat 75% risk weight. 

Mortgages - Residential and Commercial 

SAMA has prescribed a risk weight of 50% for this asset class. 
 

Equities 

The SAMA prescribed risk weight for equities held in the banking book is 100%. For our investments in funds 
we apply the look-through and fall-back approaches to the hedge fund and private equity portfolios, and the 
risk weight can vary from 100% to 1,250% depending on the nature of the underlying assets and the leverage 
of the fund.  The average for this portfolio is 521.4%. 

 

Past Due Loans 

Past due loans have been classified according to the regulatory definition, i.e. 90 days and above. These net 
exposures carry risk weights of either 100% or 150% depending on the level of specific provisions held there 
against. 

A specific provision (for accounting treatment of impairment in assets) is made for past due facilities in respect 
of individually assessed loans or claims. Samba calculates the specific provision according to the guidelines 
contained in IAS 39. These are calculated at counterparty level and the bank considers all the facilities for a 
counterparty to be defaulted if any one of the facilities of the counterparty is past due more than 90 days. The 
specific provisions are based on an assessment of impairment in realizable value of asset first at facility level 
and then aggregated at counterparty level. 

The average risk weight for this portfolio is 114.5%. 

 

Others 

The standard risk weight for all other assets is prescribed at 100%. These typically include fixed assets, 
prepayments and sundry debtors. Cash and cash equivalents are assigned a risk weight of 0%. 

The average risk weight for this portfolio is 54.7%. 
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SAR 000s 

 

 
SAR 000s  

 
 

The maturity profiles of credit exposures have been determined on the basis of the remaining period at the 

reporting date to the contractual maturity date. 
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Breakdown of exposure by industry 
SAR 000s 
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Amounts of impaired exposures (according to the definition used by the bank for accounting purposes) and 

related allowances and write-offs, broken down by geographical areas and industry 

 

                                                                                                                              SAR 000s 

  

 

SAR 000s 

 
 

 
SAR 000s 
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CRC - Qualitative disclosure requirements related to credit risk mitigation techniques 

In terms of the regulatory guidelines, not all forms of collateral currently used by Samba are recognized for the 
purposes of calculation of credit risk capital requirement. These ineligible collaterals include inter alia, real 
estate, corporate and personal guarantees and equity shares. 

The bank uses the comprehensive method for the treatment of financial collaterals which requires a standard 
supervisory haircut to be applied to the acceptable collateral to account for currency and maturity mismatches 
between the underlying exposure and the collateral applied. 

Eligible financial collaterals under the Standardized Approach include: 

a) Cash (as well as certificates of deposit or comparable instruments issued by the lending 
bank), 

b) Bank Guarantees, 
c) Gold, and 
d) Debt securities. 

SFG only nets positive and negative contracts from professional counterparties in jurisdictions that allow 

netting and are supported by CSA’s (Credit Support Annex) under ISDA (International Swaps and Derivatives 

Association); other exposures are reported gross. 

Real estate collaterals are evaluated (for our internal risk management purposes) by at-least two independent 

appraisers with the lowest value taken into consideration. For marketable securities an evaluation is 

conducted on a daily basis per the reported closing prices. An independent Credit Control Division compares 

the actual market value with pre-agreed values with clients and reports discrepancies to the management. 

Cash is the only form of collateral accepted for Treasury ISDA agreements. 

CR3 - Credit risk mitigation techniques - overview 

SAR 000s 

 

 

CRD - Qualitative disclosures on banks’ use of external credit ratings under the standardized 

approach for credit risk 
 

In accordance with SAMA Basel II guidelines
7
, Samba uses Credit Ratings assigned by Moody’s and Standard 

and Poor’s (S&P) for determining the risk weights of Sovereigns, Public Sector Entities, Multilateral 

Development Banks, Banks and Securities Firms and Corporate exposures. 

Standardized approach risk weights corresponding to the Credit Ratings assigned by these ECAIs have been 
prescribed by SAMA for different asset classes as follows. 

                                                           
7
 SAMA circular BCS 290 ‘Basel II - SAMA’s Detailed Guidance Document relating to Pillar 1’ issued 12 June 2006 
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Sovereigns: 

Credit 
Assessment 

AAA to AA- A+ to A- BBB+ to BBB- BB+ to B- Below B- Unrated 

Risk Weight 0% 20% 50% 100% 150% 100% 

 

Banks and Securities Firms (SAMA has prescribed Option 2): 

Credit 
Assessment 

AAA to AA- A+ to A- BBB+ to BBB- BB+ to B- Below B- Unrated 

Risk Weight 20% 50% 50% 100% 150% 50% 

Risk Weight for 
short-term 
claims 

 

20% 

 

20% 

 

20% 

 

50% 

 

150% 

 

20% 

For Multilateral Development Banks (MDBs), SAMA has adopted 0% risk weight option for MDBs that meet the 
qualifying criteria under Basel II; for other MDBs, SAMA has adopted Banks Option 2 (mentioned above) 
without an preferential treatment for short-term claims. 

For eligible Public Sector Entities, which have been specifically identified by SAMA, SAMA has adopted Banks 
Option 2 (mentioned above). 

Corporates: 

Credit Assessment AAA to AA- A+ to A- BBB+ to BB- Below BB- Unrated 

Risk Weight 20% 50% 100% 150% 100% 

 

 

SAR 000s 
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SAR 000s 

 

Counterparty Credit Risk 

CCRA - Qualitative disclosure related to counterparty credit risk 

Counterparty credit risk is the likelihood that bank’s counterparty in a foreign exchange, interest, commodity, 
equity or credit derivative contract will default prior to maturity of the contract and the bank at that time has a 
claim on the counterparty. Counterparty credit risk is subject to credit limits like other credit exposures and is 
treated accordingly. Counterparty credit risk mainly arises in the trading book. 

Samba uses the current exposure method to assess the counterparty credit risk in accordance with the credit 
risk framework and it is measured as the positive mark-to-market value plus the notional principal amount 
multiplied by the regulatory defined add-on factor. The size of the add-on depends on the contract’s remaining 
lifetime and the underlying asset. 

To reduce the exposure towards single counterparties, risk mitigation techniques are widely used. In addition 
Samba also mitigates the exposures towards large banks and financial institutional counterparties by an 
increasing use of financial collateral agreements called margining agreements, whereby collateral is topped-up 
on a regular basis - collateral is placed or received to cover the current exposure beyond certain agreed 
threshold on either side. 

Wrong way risk occurs when exposure to counterparty is adversely correlated with the credit quality of that 
counterparty. In order to assess the potential exposure that the bank may have to wrong way risk we regularly 
assess whether the bank has exposures which are likely to lead to this risk. These include: 

a) Credit default swaps i.e. buying credit protection from a party whose credit-worthiness is 
strongly correlated with the referenced entity such as a CDS purchased from a bank who is 
domiciled in the referenced country. 

b) Share options i.e. hedging shares or options on shares of an issuer where the credit worthiness of 
the counterparty is correlated with the underlying shares. This would include an assessment of 
equity basket option trades where the counterparty’s probability of default is correlated with the 
price of the underlying shares. 

To ensure that sufficient capital is set aside, from Q1 2017 we have adopted the new standardized approach 

for counterparty credit risk (SA-CCR) which has been calibrated through the multiplier applied to 

accommodate potential wrong-way risk in this portfolio. 

Asset classes/ Risk weight* 0% 20% 50% 75% 100% 150% Others

Total credit 

exposures 

amount (post CCF 

and post-CRM)

1 Sovereigns and their central banks 76,045,525             -                            -                            -                            312,379                   -                            -                            76,357,904             

2 Non-central government public sector entities (PSEs) -                            -                            3,040,013                -                            -                            -                            -                            3,040,013                

3 Multilateral development banks (MDBs) 1,307,737                -                            -                            -                            -                            -                            -                            1,307,737                

4 Banks -                            4,308,756                16,214,220             -                            46,609                      -                            -                            20,569,585             

5 Securities firms -                            -                            -                            -                            -                            -                            -                            -                            

6 Corporates -                            -                            8,994,264                -                            124,451,617           -                            -                            133,445,881           

7 Regulatory retail portfolios -                            -                            -                            12,637,336             -                            -                            -                            12,637,336             

8 Secured by residential property -                            -                            5,909,626                -                            -                            -                            -                            5,909,626                

9 Secured by commercial real estate -                            -                            -                            -                            -                            -                            -                            -                            

10 Equity -                            -                            -                            -                            761,017                   -                            3,192,869                3,953,886                

11 Past-due loans -                            -                            -                            -                            1,279,835                521,921                   -                            1,801,756                

12 Higher-risk categories -                            -                            -                            -                            -                            -                            -                            -                            

13 Other assets 8,000,640                -                            -                            -                            9,655,269                -                            -                            17,655,909             

14 Total 85,353,902             4,308,756                34,158,123             12,637,336             136,506,726           521,921                   3,192,869                276,679,633           

CR5: Standardised approach – exposures by asset class and risk weights
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SAR 000s 

 
 

 

 

 
  

SAR 000s

Protection bought Protection sold

Notionals

    Single-name credit default swaps -                            -                            

    Index credit default swaps -                            -                            

    Total return swaps -                            -                            

    Credit options -                            -                            

    Other credit derivatives -                            -                            

Total notionals -                            -                            

Fair values -                            -                            

    Positive fair value (asset) -                            -                            

    Negative fair value (liability) -                            -                            

CCR6: Credit derivatives exposures
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Securitization 

SFG does not use securitization to defease any of the risks on its books. 

SFG, as part of investment portfolio, has a small trading-book securitization exposure which attracts Market 

risk capital charge as disclosed in the Market risk section of this document. 

SAR 000s 
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Market Risk 

MRA - Qualitative disclosure requirements related to market risk 

Market Risk is the risk that Samba’s earnings or capital, or its ability to support its business strategy, will be 
impacted by changes in market rates or prices related to interest rates, equity prices, credit spreads, foreign 
exchange rates and commodity prices. 

 

Samba classifies market risk into the following categories: 

Risk Item Description 

FX Risk Foreign Exchange Risk is the risk arising from a change in exchange rate on bank’s net 
asset / liability / derivatives and applicable off balance-sheet positions. 

Interest Rate Risk 
(Trading Book) 

Interest Rate Risk is the risk of holding or taking positions in interest rate related 
instruments in the trading book and is two-fold: 

Specific Risk:  

Risk of loss caused by an adverse price movement of a debt instrument or 
security principally due to factors related to the issuer.  

General Market Risk:  

Risk of loss arising from adverse changes in market conditions. 

Interest Rate Risk 
(Banking Book)  

Interest Rate Risk (Banking Book) is the current or prospective risk to both the 
earnings and capital arising from the impact of adverse movements in interest rates 
on mismatches in asset-liability structure.  

Equity Risk Equity Risk is the risk of losses arising from negative changes in the fair value of the 
bank’s equity investments due to equity market dynamics. 

Options Risk  Is the implicit risk from an open option position arising from the option’s sensitivity to 

a number of factors (Delta, Gamma and Vega risks). 

Commodity Risk  Is the uncertainty of future market values and of the size of the future income arising 
from commodity trading positions arising from price fluctuations. 

 

MRM monitors and manages positions that are sensitive to market risk movements for the products that are 
subject to the risks outlined above.  Data is collated from numerous risk management systems and various risk 
reports are generated and provided to senior management for review. These reports cover both trading and 
banking bank positions and also include liquidity risks.  Value at Risk and stress testing reports are prepared on 
a periodic basis and the results are presented to ALCO/ MRPC for review. MRM escalates all trigger hits and 

Samba has established risk management policies and has ExCom approved limits within which exposure to 
market risk is monitored, measured and controlled by the Market Risk Management (MRM) division, with 
strategic oversight exercised by the Asset Liabilities Committee (ALCO). MRM is responsible for developing and 
implementing market risk policy and risk measuring / monitoring methodologies and for reviewing all new 
trading and investment products and product limits prior to ALCO approval. The Market Risk Policy Committee 
(MRPC) is the management body within Samba responsible for market and liquidity risk issues. MRM is 
independent of Treasury business and reports into Risk Management. 
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limit breaches to senior management in line with the various policies and a risk summary report is also 
presented to the ExCom of the bank. 

Samba has implemented its hedging policy in line with business and IFRS requirements. Interest rate swaps, 
financial futures and credit default swaps are used as hedging instruments to mitigate interest rate risk (both 
fair value and cash flow) and credit risk. The effectiveness of these hedges is monitored on a regular basis 
throughout the life thereof as per the policy requirements. 

 

                                                                                                                                                                                                SAR 000s 
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Operational risk 

Operational Risk is defined as the risk of loss resulting from inadequate or failed internal processes, people, 
systems and/or external events. It is evident that operational risk is inherent in all activities within the 
organization, in outsourced activities and in all interactions with external parties. Management of Operational 
Risk requires robust internal controls coupled with quality supervision and management. 

 

Mitigating techniques include a robust Information Security framework, strong Anti-Fraud / Compliance 
regime, comprehensive Physical / Access security and Certified Business Continuity plans together with crisis 
management preparedness and a broad insurance coverage for handling major incidents. 

Each business area in Samba is primarily responsible for managing its own operational risk. Operational Risk 
Management Division develops and maintains a framework for identifying, assessing, monitoring and 
controlling operational risk and supports the line organization in implementing the framework. Automation for 
operational risk management includes Loss Database, Risk & Control Self-Assessment process, KRIs and 
Corrective Action tracking. The techniques and processes for managing operational risk are structured around 
the risk sources as described in the definition of operational risk. This approach improves the comparability of 
risk profiles throughout the organization including Samba’s branches and subsidiaries. It also supports the 
focus on limiting and mitigating measures in relation to the sources, rather than the symptoms.  

The capital requirement for operational risk is calculated according to the Standardized approach, in which all 
of the institution’s activities are divided into eight standardized business lines and the total capital 
requirement for operational risk is calculated as the sum of the capital requirements for each of the business 
lines. The risk for each business line is the beta coefficient multiplied by the average of the gross income from 
the preceding three financial years, where the beta coefficients differ between business lines and are in the 
range of 12% to 18%. Consequently, the operational risk capital charge is updated on an annual basis. 

The Basic Indicator Approach is used in our subsidiary in Pakistan (for their standalone reporting to the State 
Bank of Pakistan). A fixed alpha coefficient of 15% is applied to the average gross income for the preceding 
three years to arrive at the operational risk capital charge. 

The capital requirements (at consolidated SFG level, calculated according to the Standardized approach) are 
detailed in the table below. 

In Samba, Operational Risk Management (ORM) is an integrated function with all the underlying Operational 
Risk elements like Anti-Fraud, Quality Assurance, Business Continuity and Policy & Procedure forming a part of 
the operational risk management chain. Operational risk is embedded in each business area and risk mitigation 
techniques are applied to each activity. All products / services are covered in Self-Assessment Grids which are 
independently tested periodically and monitored on a global basis. Any exceptions and quality deficiencies are 
documented and monitored for resolution on Samba-wide basis. These are complemented by comprehensive 
reviews by Internal Audit / Quality Assurance unit. The analysis of operational risk related events, potential risk 
indicators and other early-warning signals are in focus when developing the processes. The exceptions / issues 
are highlighted and resolved at the senior level in Group Risk & Compliance Committee (GRCC). The global Key 
Risk Indicators (KRIs) for the top ten components of Operational Risk are monitored and the exceptions along 
with the heat-map are escalated to the Senior Management for resolution. 
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Business line Beta coefficient

Agency services 15%

Asset management 12%

Commercial banking 15%

Corporate finance 18%

Payment and settlement 18%

Retail banking 12%

Retail brokerage 12%

Trading and sales 18%

OR1 - Operational Risk

Capital requirement -    SR'000

1,137,664                                                       
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IRRBBA- Interest rate risk in the banking book 

Interest rate risk in the banking book is the risk on the bank’s financial condition to adverse (or unexpected) 

movements in interest rates due to mismatches in its asset-liability structure.   

The Asset Liability Committee (ALCO) sets a factor sensitivity limit corresponding to maximum impact to equity 

bank has appetite for.  Treasury manages the factor sensitivity positions within approved limits by active 

funding and gapping methods and hedging strategies.  Fair value and cash flow hedges are initiated based on 

short and medium views through interest rate swaps and financial futures as hedging instruments.  Market risk 

management monitors and tracks all positions on a daily basis through factor sensitivity limits and reports all 

excess if any to senior management.  In addition, stress testing based on approved scenarios (6 scenarios) are 

conducted on a monthly basis and tracked against approved limits.  For Pillar II requirements, IRRBB Value-at-

Risk is calculated based on factor sensitivities and a parallel yield curve shift scenario with established 

confidence interval.   

The IRRBB enhancements are automated through IALM system wherein, Economic Value of Equity (EVE) is 

calculated based on cash flows slotted into 19 predetermined tenor buckets, applying given scaling factors to 

risk free yield curve of respective currencies to arrive at the Economic Value of Equity of the banking book.  

Commercial margins are not included in the calculation.   

Net interest income of all interest rate sensitive contractual assets, liabilities and off balance sheet items 

including commercial margins are considered to arrive at NII base case value.  Delta in NII is calculated 

considering rollover of all related interest sensitive contractual assets, liabilities and off balance sheet items to 

next 12 months, i.e. assuming a constant balance sheet, applying parallel up and down shocks to the yield 

curve.  Each currency which accounts for more than 5% of the banking assets/ liabilities is separately 

considered for such calculation. 

Above reports and outcomes are presented and reviewed at ALCO and are independently reviewed by internal 

audit on a periodic basis. 

Factor Sensitivity of on and off balance sheet positions are calculated and tracked against the approved limits 

on a daily basis.  IRRBB measures are calculated each month under normal and stress scenarios based on 

parametric VaR approach. 

In line with Basel guidance, 6 shock scenarios for economic value and 2 shocks for NII are considered 

For Pillar II capital adequacy purposes, IRRBB risk capital is calculated by multiplying DV01 for each currency 

across tenors by standard deviation across tenors of respective yield curves based on 5 years rolling data.  This 

value is then adjusted to 99% confidence interval to arrive at IRRBB risk capital.  Co-variance across yield 

curves is considered in the calculation.   

However, for Economic Value of Equity (EVE) measure, net cash flows assets, liabilities and off balance sheet 

interest rate sensitive items are slotted into 19 predetermined tenor buckets, applying given scaling factors to 

risk free yield curve of respective currencies to arrive at the Economic Value of Equity of the banking book.  

Commercial margins are not included in the calculation. 

IRRBB sensitivity is managed through factor sensitivity measures across tenors and managed by hedging 

strategies to keep the sensitivities within acceptable boundaries.  Fair value and cash flow hedges are initiated 

based on market views to manage factor sensitivities with the use of Interest rate swaps and financial futures 

as hedging instruments.  These are initiated and accounted in line with approved hedge policy. 
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Assumptions for NMDs are calculated based on historical balances and volatility.  Core balances are considered 

in above 2 year tenor and non-core is considered as overnight.  Other balances such are cash and reserves, 

other assets and liabilities are considered overnight.  

Effective 1 Jan 2018, based on the enhanced IRRBB principles, NMDs will be considered as per Basel guidelines 

in 4 years and 5 years tenor for wholesale and retail with recommended caps for EVE calculation measures.  

Other items such as cash, reserves and other assets/ liabilities are considered in overnight tenor.  Fixed assets 

and capital are excluded.  Commercial margins are not considered in EvE measure calculation. 

Customer loan prepayments and early withdrawal of time deposits are not considered in calculation as long as 

they are less than 5% of the total. 

For NII measure, cash flows of Net interest from assets, liabilities and off balance sheet items are slotted 

within 1 year tenor buckets including commercial margins.  Applying required scaling factors, NII of base case 

scenario is calculated. 

At present, correlations between currencies are modelled to arrive at IRRBB VaR.  However, effective January 

2018, under both EvE and NII measures, currency wise results will be aggregated with no correlation impact in 

all the stress scenarios as per Basel requirements. 
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REMA - Remuneration 

The Bank’s compensation policy complies with the regulatory requirements of SAMA and international 

standards of Financial Stability Forum with respect to compensation. This policy is applicable to all businesses 

across the Group in the Kingdom of Saudi Arabia as well as its overseas branches and subsidiaries as far as it is 

consistent with the legal and regulatory requirements of respective host countries where the Group operates. 

The policy defines the levels and categories of key employees whose goals setting, performance measurement 

and appraisal processes are based on a scorecard approach that links the financial performance evaluation 

with associated risks, at the overall Bank level. Key employees consist of senior executives (officers who are in 

senior and leadership roles whose appointment is subject to the no objection by SAMA), Key Risk Takers 

(officers who may or may not be in senior roles but are directly or indirectly engaged in risk taking roles on 

behalf of the Group) and Key Risk Controllers (officers who may or may not be in senior roles but are directly 

or indirectly engaged in risk controlling roles on behalf of the Group.) 

Compensation structure at the Group consists of (a) fixed components viz., base salary, allowances and 

benefits; as well as (b) variable components viz., performance bonus and equity based scheme. These 

components are designed to reflect the level of responsibility and role of the employee, as well as the business 

area in which the employee works. 

The Group’s overall variable compensation pool is derived from the Risk Adjusted Net Income of the Group 

which takes into account significant existing and potential risks in order to protect Group’s capital adequacy 

and to mitigate risk of potential future losses. A process of distributing variable compensation payments over 

three annual instalments is in place for key employees. The proportion of deferred payments is determined 

based on the level and seniority and/or responsibility of the key employee. A portion of deferred variable 

compensation is also awarded in the form of equity based “long term bonus scheme”. Remuneration of 

employees working in control functions such as Risk Management, Credit, Compliance, Internal Audit, Financial 

Control, Legal etc. are determined independently from the business units monitored by them. Further, claw-

back arrangements are included to address adverse future performance. No guaranteed bonuses are allowed. 

Through these mechanisms, the Group has successfully achieved the policy objectives of ensuring that the 

overall variable compensation takes into account risks associated with financial performance and adjustments 

to deferred compensation are considered pursuant to any negative future impact arising out of decisions made 

during the current period. 

Variable compensation is awarded to eligible employees in the form of cash, equities or a combination of both. 

The proportion of variable compensation to be paid in either form is determined based on the level of 

responsibility and role of the individual employee, as well as the business area in which the employee works 

and commensurate to the performance delivery, risk taking or controlling ability of the employee. 

In accordance with regulatory requirements on corporate governance, the Bank’s Board of Directors has 

established a Nomination and Remuneration Committee (NRC) which comprises of three non-executive 

directors and chaired by an independent board member. The NRC is responsible for the overall architecture, 

oversight and monitoring of the compensation system. The committee reviews the compensation policy 

periodically to ensure its adequacy and effectiveness. Accordingly, the policy was last revised in September 

2018 and reflects the amended organization structure and approval hierarchy. The NRC makes its 

recommendations to the Board on the level and composition of remuneration after taking into account the 

Risk Management Group’s input. NRC also periodically reviews the progress of the compensation policy 

implementation and ensures that its stated objectives are achieved in line with the guidelines. 
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List of annual disclosures not applicable to Samba Financial Group is as follows: 

 Tables and templates  
Macro prudential 
supervisory measures 

GSIB1 – Disclosure of G-SIB indicators  

 PV1 – Prudent valuation adjustments (PVA)  

Credit risk 

CRE - Qualitative disclosures related to IRB models  

CR6 - IRB - Credit risk exposures by portfolio and PD range  

CR7 - IRB - Effect on RWA of credit derivatives used as CRM techniques  

CR8 - RWA flow statements of credit risk exposures under IRB  

CR9 - IRB - Back-testing of probability of default (PD) per portfolio  

CR10 - IRB (specialized lending and equities under the simple risk weight method)  

Counterparty credit risk 

CCR4 - IRB - CCR exposures by portfolio and PD scale  

CCR7 - RWA flow statements of CCR exposures under the Internal Model Method 
(IMM) 

 

CCR8 - Exposures to central counterparties  

Securitization 

SECA - Qualitative disclosure requirements related to securitization exposures  

SEC1 - Securitization exposures in the banking book  

SEC3 - Securitization exposures in the banking book and associated regulatory 
capital requirements - bank acting as originator or as sponsor 

 

SEC4 - Securitization exposures in the banking book and associated capital 
requirements - bank acting as investor 

 

Market risk 

MRB - Qualitative disclosures for banks using the Internal Models Approach (IMA)  

MR2 - RWA flow statements of market risk exposures under an IMA  

MR3 - IMA values for trading portfolios  

MR4 - Comparison of VaR estimates with gains/losses  

 


