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Directors Report 2018
The Board of Directors (the “Board”) is pleased to submit to shareholders the Annual
Report of The Saudi British Bank (“SABB”) for the financial year ended 31st December
2018.
1. Principal activities
The Saudi British Bank (“SABB”) or (the “Bank”), a Saudi Joint Stock Company, was
established by Royal Decree No. M/4 dated 12 Safar 1398H (21 January 1978G). The
Bank’s capital is Saudi Riyals (SAR) 15 billion divided into 1.5 billion shares with a
nominal value of SAR 10.
The main objectives of the Bank are to provide a complete range of integrated banking
products and services to both retail and corporate sectors throughout its departments,
business segments and its branch network across the Kingdom of Saudi Arabia (the
Kingdom). The Bank has no subsidiaries established or operating outside the
Kingdom.
The Bank provides Shariah approved products, which are approved and supervised
by an independent Shariah Committee. The Bank also provides to its customers a
complete set of conventional banking products and services which include current
accounts, savings, time deposits, corporate credit facilities, consumer and mortgage
loans, trade receivable and supply chain finance solutions, cash and payments
management, treasury and credit cards.
SABB maintains a valuable strategic partnership with the HSBC Group, one of the
largest and most geographically diverse banking groups in the world. This strategic
partnership provides SABB with a competitive advantage to provide its customers with
access to the best local and international service offering in the market. HSBC owns
40% of SABB shares.
The Bank is organised into the following main business segments:
Retail banking
Retail Banking provides services and products to personal and private banking
customers including time deposits, current and savings accounts, home finance,
consumer loans, and credit cards where it maintains a market leading position in the
Kingdom. Retail Banking provides a range of digital solutions so customers can access
their finances anytime and anywhere, as well as access to a traditional branch network.
The branch network is based across the Kingdom with 95 retail outlets, and includes
17 exclusive Ladies’ sections and 3 lite Branches. The branches are tiered so as to
provide a balanced service and sales experience, reflective of the local environment
and matching the expectations of customers. As at 31st December 2018 there were
27,492 Point of Sale (PoS) terminals, 910 Automated Teller Machines (ATMs), which
includes 80 Cash Deposit Machines (CDMs).
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Retail customers are segmented into Premier, Advance and Mass supported by a
tiered service approach. Premier and Advance customers are serviced by Relationship
Managers who are able to offer individual customers financial management solutions.
SABB’s focus on higher net worth customers is now represented by the number of
dedicated Premier Centres within the Kingdom totalling 18. These exclusive centres
provide Premier customers with tailored products and services, as well as addressing
their international needs through HSBC’s global network.
Corporate banking
In terms of both operating income and balance sheet, SABB is one of the largest
commercial banks in the Kingdom. SABB serves its corporate customers through
teams of relationship managers based in the Kingdom’s main commercial hubs.
Through long term relationships the relationship managers build a detailed
understanding of an individual client’s financial needs to deliver tailored solutions from
SABB’s full suite of corporate banking products and services, both conventional and
Islamic. To serve their clients the relationship managers can draw on specialist teams
in treasury, liquidity and cash management, trade and receivables finance, investment
banking and insurance. In addition to this comprehensive range of local products and
services, SABB is also in a unique position to provide access to global financial
markets and services through SABB’s partnership with the HSBC Group, Corporate
Banking is divided into two segments: Global Banking (GB) and Commercial Banking
(CMB).
GB, through a team of relationship managers, serves the needs of leading Saudi
companies that are globally managed by SABB; multinational companies operating in
the Kingdom but headquartered overseas; and institutional clients such as ministries,
government agencies and departments, banks and other financial institutions. Through
SABB’s strong ties to the HSBC Group and the joint venture, HSBC Saudi Arabia, the
GB team is in a unique position to deliver tailored solutions to its clients, both
domestically and internationally. Through this unrivalled combination of expertise and
resources, GB has been able to support major infrastructure projects in the Kingdom,
support and advise Saudi clients with their international expansion and to tap into
liquidity through non-Saudi financial institutions by way of Export Credit Agency finance
and international bonds and sukuks.
CMB services and supports small, medium and large enterprises both domestic and
international in the Kingdom. CMB maintains its long term commitment to small
business customers in Saudi Arabia and actively participates in the Kafalah
Programme, a government Guarantee programme that encourages banks to lend to
small businesses.
Included within the aforementioned full suite of products and services, Corporate
Banking includes two product groups of particular note: Global Liquidity & Cash
Management (GLCM); and Global Trade & Receivables Finance (GTRF). SABB
maintains a leadership position in the market in these two product offerings that lie at
the core of corporate customers’ treasury activities.
GLCM offers a wide range of integrated digital and electronic business solutions to
customers to cater to their payment, receivables and liquidity management needs.
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GTRF offers a comprehensive range of core trade products (Imports, Exports &
Guarantees) and structured solutions such as Receivable Finance and Supply Chain
Finance solutions. GTRF provides efficient and optimal financing structures (both
Conventional & Islamic) to clients in support of their trade and working capital
optimisation while minimising market risk.
Treasury
Treasury undertakes two functions in SABB. Principally it provides corporate,
institutional, retail and private banking customers with access to capital markets,
foreign currency and derivative solutions through its Sales & Trading unit. In addition,
it manages the liquidity and market risk of the Bank, including the deployment of the
Bank’s commercial surplus through its investment portfolio, managed by its Balance
Sheet Management unit.
Others
The Other segment primarily includes activities of the Bank’s investment in its
insurance subsidiary, SABB Takaful, its investment banking joint venture, HSBC Saudi
Arabia, and equity investments. HSBC Saudi Arabia (HSBC SA) is a leading
investment bank in the Kingdom and consistently tops key league tables, leveraging
upon the strength of the SABB franchise in the Kingdom and the international capability
of HSBC globally.
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2. Strategic Focus
SABB’s Vision
SABB is a diversified financial services institution operating in the Kingdom. SABB also
maintains a strategic partnership with the HSBC Group which is a significant
shareholder in SABB. This partnership means that SABB corporate and institutional
customers not only have access to our own market-leading services and customer care
domestically, but can also tap into the HSBC Group’s global network, resources, skills,
specialist knowledge and expertise.
SABB’s vision is to be the Leading International Bank in the Kingdom, supported by a
leading corporate and institutional banking proposition; and the Leading Wealth Bank
in the Kingdom, centered on best in class retail banking solutions catered to a focussed
segmentation.
To achieve our mission, SABB will continue to focus on the following key strategic
objectives.







Customer Experience – market leading customer service through a customercentric approach, underpinned by investment in digital channels, quality staff, and
a ‘Think Yes’ attitude.
Digital banking – invest in technology to achieve a leading position as a digitally
engaged and enabled bank in the Kingdom.
People – attract, retain and grow talent by being the best place to work.
Risk appetite – maintain a conservative strategic approach to risk management.
SABB International Standards – strict adherence to treating customers fairly,
complying with laws and regulations, and protecting the confidentiality of customer
information.
Operational efficiency and organisational effectiveness.

Our strategic objectives will ensure that SABB remains a successful and sustainable
organisation over the long-term.
Vision 2030 is the Kingdom’s plan for economic transformation, supported by 13
transformation programs. SABB’s strategy is well aligned to Vision 2030 to ensure that
SABB can support Saudi Arabia in achieving its goals and benefit from its success, in
particular the support of the following realisation programs:










Housing Program
National Transformation Program
Financial Sector Development Program
Privatisation Program
PIF Program
National Companies Promotion Program
National Industrial Development and Logisitics Program
Enriching the Hajj and Umrah Experience
Human Capital Development
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SABB has a strong balance sheet, a competitive position, and access to both domestic
and international expertise to engage with and fully support the Vision 2030.
On 3th October 2018, the Board entered into a binding merger agreement with Alawwal
bank, which is subject to regulatory and shareholder approval. The potential merger
with Alawwal bank offers value and opportunities to our shareholders, our customers
and our people. If approved, the combined bank would be the 3 rd largest bank in the
Kingdom, one of the top 2 corporate lenders and 3rd largest retail bank. It will aim to be
the best place to bank in Saudi Arabia, complemented with leading market positions in
trade finance, foreign exchange, payments and liquidity management solutions, and
supported by the leading investment bank in Saudi Arabia. As such the combined bank
will be well placed to support and benefit from the national economic agenda. The bank
will aim to be the best place to work in Saudi Arabia, offering first class training and
career development. The Board and the management team are working hard to
complete this transaction in the first half of 2019, subject to shareholder and regulatory
approvals.
Customer Experience
SABB continues to focus on customer experience (CE) with the strategic objective to
provide market-leading customer and client services across all business areas. There
has been significant improvements made during 2018 with a key focus on governance,
front-line service, staff recognition, complaint management, enhancing customer endto-end journeys, awareness and culture. In Q1 2018, SABB was ranked second in the
kingdom-wide banking benchmarking assessment conducted by the central bank, the
Saudi Arabia Monetary Authority (SAMA), an improvement upon the previous biannual
survey, illustrating the success of the CE focus.
Culture & Recognition: SABB has continued to further develop the CE culture
through the CE-branded “Think-Yes” training program, extending the staff recognition
program and adding further CE-based performance metrics to staff assessments. The
“Think-Yes” program delivers training across the bank focussing on promoting positive
staff behaviours with emphasise on achieving service excellence.
Customer Journey: SABB continues to focus on adopting the best customer journey
across all customer touch points. The prime focus is on accelerating digital
transformation plans as the financial services industry is transforming rapidly with the
adoption of new technology, with more banking services being provided through online channels, especially Internet and Mobile. In 2018, significant improvements were
made, SABB launched a new Internet banking platform and added more customer
journeys to the both the internet and mobile platforms.
Voice of the Customer: Customer voice is a great way to help evaluate customer
satisfaction, feedback, social media buzz, and drive changes to already existing
service standards and product offerings.
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In 2018 SABB established a new customer-centric committee (Voice of Customer
Committee) to maximise awareness of stakeholders’ main challenges, market trends
and performance indicators impacting customer experience.
Digital Banking
SABB aims to be the Leading Digital Bank in the Kingdom and has been recognised
with a number of industry awards - a testament to its existing customer-centric and
market-leading digital propositions.
The Bank continues to strategically adapt to the evolving banking landscape, investing
resources to develop an agile, efficient and secure technology architecture and deliver
best-in-class digital customer journeys, products and services. The enhanced
technology solutions have empowered customers to customise their banking
experience and channel preference (mobile, in particular) and SABB has successfully
migrated existing customers progressively to digital channels and attracted prospective
and new-to-bank audiences via its innovative digital solutions.
SABB’s relentless focus to be the Leading Digital Bank is evidenced by the series of
digital advancements in 2018, some of which are highlighted below:
Enriching Digital Channel Functionality
In 2018, SABB successfully launched its new online banking platform including an
intuitive customer interface, enriched features and functionality. With over 30 new
digital services introduced in the first 10 months, customer digital engagement has
increased to 34% active users who have conducted 14.9m online transactions. In
2019, SABB will continue its strategic investment in digital platforms, launching a new
world-class mobile banking app.
Establishing Branches of the Future
SABB’s first Digital Branch was launched in 2016. In 2018, SABB has opened two new
Digital Branches incorporating a range of customer-centric digital and self-service
technologies. Newly-introduced automated ID update, instant card printing and multicurrency cash withdrawal has supported migration of over 330,000 branch transactions
to automated and straight-through-process channels. In parallel, the Bank continues
to deploy the new self-service fleet across its existing branch network.
Enhancing e-Payment Solutions
The Global Liquidity and Cash Management (GLCM) product group continues to win a
number of major mandates in public and private sector via its market leading position
in innovative e-payment and liquidity management solutions.
In 2018, SABB recorded a 151% increase in online payment gateway transactions and
59% increase in Point of Sales (PoS) in-store transactions. Reinforcing its competitive
strength in e-payments, in 2018, SABB was one of the first banks in the Kingdom to
process MADA online payments and introduce the MADA mobile payment scheme.
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These offerings have enabled 80% of SABB PoS Portfolio to accept mobile payments
and provided debit cardholders a new feature to pay using their Android devices.
Embedding FinTech Partnerships
In 2018, SABB has enhanced its digital capabilities via strategic collaborations and
deepened partnerships with local and regional FinTechs and Kingdom Authorities to
support the government’s ambitious digital agenda under Saudi Vision 2030.
SABB engaged with Ripple to deliver the blockchain-based cross-border solution - one
of three chosen banks as part of the SAMA-Ripple Program, the second to go live.
Ripple will help expand SABB’s remittance footprint and deliver cost effectiveness,
speed and transparency. SABB was also the first bank to offer Online KYC via the
SAMA SandBox initiative.
Embarking on Robotics
SABB is currently piloting robotic solutions to enhance operational efficiency in its
back-end processing to drive efficiency gains, customer speed-of-service and security.
Additionally, the bank is exploring further opportunities in artificial intelligence and
robotics to migrate from manual to straight-through front-to-back solutions.
Empowering a Digital Workforce
In 2018, SABB established a new Agile Office purposed to deliver an integrated
development environment and streamline plan, build, test and deploy monthly release
cycles. The Agile Office complements the Innovation Team established in 2017.
In support of SABB’s Leading Digital Bank aspirations, the Bank is continuing to
engage its workforce on the digital banking imperative; embed innovation and digital
culture at the heart of the ‘Think Yes’ customer campaign; and establish clearly defined
roles and governance to drive an enterprise-wide collective approach to digital design,
development, deployment and delivery.
Engaging via Social Media
The Kingdom has a digitally engaged population and one of the most active users
across Twitter and YouTube globally. SABB continues to leverage a number of
innovative, interactive local and international social media platforms to broaden its
omni-channel reach to connect with customers, collate valuable feedback and insights,
communicate campaigns and capitalize on its brand value.
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People
People are core to the success of SABB’s strategy. Our talent pursues customer
satisfaction, innovates technological and product solutions, lives the strong risk
management culture, and aspires for SABB to be the Leading International Bank in the
Kingdom. Accordingly SABB has built a leading employer brand in the market to attract
talent, which is built on management ethos towards prioritising People, an
internationally-connected professional environment, top class training, a values driven
culture, and career development structure.
SABB’s ‘Best Place to Work’ (BPTW) people strategy has been designed to attract and
retain the best, create an agile culture that is modern, progressive and provides a
healthy working environment. SABB periodically reviews and updates its people
strategy. The Board approved a refreshed strategy in late 2017 which builds on the
progress achieved to date and recognises the people challenges over the next few
years for the SABB Group in a dynamic and changing landscape to build the ‘Best
Place to Work’. Developing the Saudi workforce has continued to be a priority, with
SABB now high green rated (according to the newly amended Nitaqat programme)
with the Ministry of Labour and Social Development as the percentage of Saudi staff
members now exceeds 91% of the total number of bank staff. Moreover, SABB’s
diversity agenda continues to flourish with women now representing a market leading
22% of the workforce. These measures will continue to be a focus of the Board and
executive management.
SABB has an established Human Resources function (HR) that reports directly to the
Managing Director and regularly reports to the Board committees on the direction,
initiatives and success of SABB’s People Strategy. The General Manager, HR is a
member of the executive management committee. People related objectives form a
key and specific component of SABB’s strategic plan and the annual performance
assessment of executive management.
Key priorities for the Board, executive management team and HR include ensuring that
all staff live up to the values of SABB and adhere to SABB International Standards
through embedding them in all development and engagement activities.
In support of SABB’s strategy, HR’s Learning & Talent department conducts regular
key competency gap assessments and partners with the best providers, global
business schools and HSBC to deliver quality customised development solutions. In
addition to a plethora of leading edge flagship programs some of which are mentioned
below, SABB’s focus during the year on experiential learning has led to a three-fold
increase in developmental assignments across its local and international affiliates
spread across France, Hong Kong, Dubai and London:


The SABB Springboard Women’s Development program is an award winning
work and personal development program for women. The program is run in
partnership with UK’s leading Springboard consultancy and enables women to
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take more control over their lives by helping them to explore their values,
important work and personal goals to identify the practical steps to achieve them
and build greater self-confidence.


The SABB Management Development Program (SMDP) seeks to attract and
develop the future leaders of SABB from an early stage of their career. SMDP
sources high quality graduates from national and international universities who
embark on a 12 month program involving training on the industry, products, and
operations of SABB, and rotation to roles throughout the company. SABB
conducts this program every year to maintain a consistent pipeline of future
talent. In 2018, the SABB SMDP program had a 50% representation of female
candidates.



‘Leadership Essentials’ program is delivered as part of SABB’s HSBC University
partnership and has been designed as a development solution that introduces
managers to what it means to be a leader in the banking and financial industry
today. This programme forms part of the “Leadership Essentials Series” and is
complemented by ‘Team Management’ essentials and ‘People Management’
essentials programs.



‘Building High Value Partnerships’ is a key program delivered through HSBC
University in two variants to ensure that SABB’s First Line Managers and Senior
Managers gain an insight into how they build trusted relationships, learn new
approaches and tools to develop actions for addressing current relationship
challenges, and devise future personal development plans.

The Bank regularly ‘promotes from within’ through succession planning input and
accelerated development. In 2018 a number of our staff were promoted into senior
management positions having been subject to rigorous scrutiny through a Promotion
Assessment Panel and the People Committee, both of which are constituted by
members of the executive management team who focus considerable time towards
talent development. As a reflection of SABB’s commitment towards developing its
female employees, in 2018 several senior female appointments were made.
A career with SABB offers the opportunity to enhance performance, experience and
skills sets through its international connectivity with HSBC and that forms a leading
global career proposition in the Kingdom. SABB staff have the opportunity for
international secondment or attachment to HSBC to enhance their capabilities. SABB
also benefits from this partnership through inbound attachments from HSBC to support
the Bank in enhancing its capabilities. In 2018 SABB employees went on international
assignments to France, Dubai, London, Hong Kong, Turkey, UAE, Oman, Kuwait and
Bahrain. All SABB staff have the opportunity to network with HSBC staff around the
world to benchmark processes and initiatives in many fields such as customer service,
technological solutions, risk management practices, and people management.
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In line with Vision 2030, SABB had introduced the 'Tamheer' program which continues
to be a key element of the Ministry of Labor and Social Development's NTP 2020. The
program aims at raising the skill and experience level of educated and talented Saudi
youth by providing them with opportunities for 'on the job' training in partnership with
distinguished government and private organisations. SABB has already onboarded a
number of Tamheer trainees who have proven to be an invaluable source of talent for
the future.
SABB’s reward strategy recognises both short-term and sustainable performance.
Total compensation is a critical component of recruitment and retention activities.
Moreover, SABB’s reward proposition is continually being enhanced to reflect
qualitative parameters with focus on enhancing customer experience and
management of risk. Incentive and bonus structures have therefore been enhanced to
better align individual rewards with focus on best outcomes for our customers and are
in line with SAMA rules on Compensation and the Financial Stability Board guidelines.

SABB has a proud history of doing the Right Thing, for its people, its customers, its
shareholders and the regulators. SABB Values are the essence of the Bank’s culture,
SABB International Standards are a statement of how the Bank goes about its
business. Combined, they are how the Bank aims for growth, whilst protecting against
Financial Crime and Bribery & Corruption.
SABB values and standards provide a framework for its employees to make the right
decisions in order to drive long-term growth and sustainability. It is everyone's
responsibility at SABB to demonstrate values and International Standards in all of their
interactions with colleagues, customers, regulators and the wider community at all
times.
SABB Values and International Standards are summarised as follows:

SABB International Standards:

SABB Values:

1) Treat customers fairly

1) Dependable

2) Comply with laws and regulations

2) Open

3) Protect confidential information

3) Connected
4) Work Together
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3. Best in Class Recognition: Industry Awards
In 2018, SABB was recognised for its progress in delivering upon its strategy
through prestigious industry awards including:




















'Best Trade Finance Bank - 2018 in Saudi Arabia' for the 10th time in a row by
Global Finance Magazine
'Best Trade Finance Bank in KSA - 2018' by Euromoney for the 2nd
consecutive year
Best Supply Chain Finance Bank in the Middle East – 2018 by Global Finance
“Best Treasury and Cash Management – 2018” by the Global Finance
Magazine
Best Private Bank – 2018 By Global Finance Magazine
Best Supply Chain Provider in the Middle East – 2018 by Global Finance
Magazine
Best FX Provider – KSA by Global Finance
Best Bank for Asia – 2018 by Asiamoney
Best CSR Bank - 2018 by Global Banking and Finance Review
Best Human Capital Development KSA by Banker Middle East
Best CSR Bank KSA by Banker Middle East
Best in Social Media Marketing and Services – 2018 by Global Finance
Magazine
Market Leader - Cash Management and Best Service – Cash Management in
Euromoney Cash Management Survey
No. 1 Private Bank in KSA for HNW Clients, Super Affluent Clients,
Commercial Banking Activities and International Clients in Euromoney Private
Banking Survey
Best Bank for CE – KSA by Banker Middle East
Best Credit Card Brand – KSA by Banker Middle East
Best Place to Work KSA by International Business Magazine
Best Corporate Bank KSA by International Business Magazine

HSBC SA received recognition in 2018 as follows:






"Best Investment Bank in Saudi Arabia" by Euromoney
"Best Foreign Investment Bank in Saudi Arabia" by EMEA
“Best sub-custodian in Saudi Arabia” by The Asset magazine
“Best sub-custodian in Saudi Arabia” by Global Finance
“Saudi Asset Manager for 2018” by MENA FM Performance Awards
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4. Corporate social responsibility
In line with SABB values, the Bank continues to strengthen its leading position in
community service and developing positive corporate social responsibility through its
adoption of community-based activities and programs aimed at community building
and sustainable development.
As a leading financial institution, and on the basis of keenness to perform its national
duty, SABB continued to harness its full potential to support the National Vision 2030,
including its community-based activities and programs. Focus was placed on the
principle of synergy with government sector institutions and specialized humanitarian
and social centers to ensure maximum benefit for each activity.
As part of its community service programs, SABB seeks to provide a range of initiatives
for the benefit of various groups in need of support in all regions of the Kingdom, as
well as the adoption of a set of humanitarian and social projects in cooperation with
the Ministry of Labor and Social Development as well as related charities. SABB has
intensified its efforts to consolidate and strengthen the culture of social responsibility
in society with aim to inculcate volunteerism by involving its staff in many of the
community service programs implemented by SABB, emphasizes on its mission to
unite collective and individual efforts and contribute to the development process and
the national and society development in all fields.
The strategic cooperation between SABB and KAUST has also been a milestone in
supporting the Kingdom's Vision 2030 through the "TAQADAM" program which was
designed to support young people's ambition and the development of the SMEs sector,
which is one of the most important drivers of economic growth.
SABB Academy continued to train graduates to enter the labor market by offering
advanced courses in several disciplines, which were carefully selected according to
the needs of the labor market, in cooperation with a specialized training center. SABB
Academy has received wide acceptance by applicants for training programs, and
received compliments of many specialists in the training and employment.
SABB has been associated with a strategic cooperation relationship with many social
and educational institutions and humanitarian centers. These efforts have created a
range of unique community projects and programs. For example, the cooperation
between SABB and Sultan Bin Abdulaziz Humanitarian City has led to the adoption of
several prominent humanitarian projects such as the establishment of the Sultan Bin
Abdulaziz Specialized Center for prostheses and orthopedic, in addition to the
expansion of buildings No. 6 and No. 7 in order to enhance the internal working
capacity.
SABB also signed a partnership with the SEDCO Holding Group to sponsor the Riyali
Financial Awareness Program, a program approved by the Ministry of Education in
schools and universities. Riyali program has managed to reach 400,000 beneficiaries
and seeking to reach 2 Million beneficiaries by 2020. Riyali aims to enhance the
financial awareness of different segments of the society and develop their skills and
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provide them with the knowledge that enables them to face their financial
responsibilities for a better life.
SABB also continues to sponsor “SABB Employment Program for People with Special
Needs” under the supervision of the Association of Disabled Children. Over the past
eight years, the program has employed more than 5,000 individuals with special needs
in various private companies and institutions.
5. Financial results and business segment performance highlights
Key financial highlights
SAR millions
Customer Deposits
Shareholders’ Equity
Investments, Net
Loans and Advances, Net
Total Assets
Total Liabilities
Net Income
Gross Dividend

2018
130,507
32,341
34,570
110,326
174,564
142,101
4,929
3,320

2017
140,240
33,345
26,977
117,006
187,615
154,145
3,955
2,235

2016
140,640
31,279
29,273
120,965
186,056
154,777
3,895
1,155

2015
148,887
28,175
35,527
125,947
187,750
159,575
4,331
1,245

2014
145,870
26,071
45,281
115,221
187,609
161,538
4,266
1,150

Geographical analysis of operating income
The Bank generates its operating income from activities in the Kingdom of Saudi Arabia
and has no branches, subsidiaries or associates established or operating outside the
Kingdom of Saudi Arabia. The following table shows the distribution of operating
income in accordance with the geographical classification of the Kingdom's regions.
SAR millions
Year
2018
2017

Central
Province
4,854
4,651

Western
Province
1,406
1,357

Eastern
Province
1,117
1,119

Total
7,377
7,127

Transactions between the business segments are reported as recorded by the Bank's
transfer pricing system. The Bank's total operating income and expenses and the
results for the year ended 31 December 2018 and 2017, by business segments, are
as follows.
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SAR millions
2018
Total Operating
Income
Total Operating
Expenses
Share in Earnings of a
Joint Venture
Net Income

Retail
Banking

Corporate
Banking

Treasury

Other

Total

2,678

3,440

1,200

59

7,377

1,496

833

157

28

2,514

-

-

-

66

66

1,182

2,607

1,043

97

4,929

Other

Total

SAR millions
2017
Total Operating
Income
Total Operating
Expenses
Share in Earnings of a
Joint Venture
Net Income

Retail
Banking

Corporate
Banking

Treasury

2,567

3,220

1,287

53

7,127

1,656

1,330

157

98

3,241

-

-

-

69

69

911

1,890

1,130

24

3,955

Financial results for the year-ended 31 December 2018
SABB recorded a net income for the year of SAR 4,929 million for the year ended 31
December 2018. This was an increase of SAR 974 million or 24.6% compared to SAR
3,955 million for the year ended 2017. During 2018, SABB grew operating income by
SAR 250 million and operating expenses decreased by SAR 727 million mainly due to
lower provision for credit losses and impairment of other financial assets. Earnings per
share were SAR 3.29 for the year ended 31 December 2018 as against SAR 2.64 for
2017.
Balance sheet as at 31 December 2018
Recognising the persistent challenging market conditions, SABB maintained a
conservative risk appetite. Benign economic growth conditions, a cautious approach
to risk, and the implementation of a new accounting standard on credit provisions
(IFRS9) led to a decrease of SAR 6.7 billion or 5.7% in net loans and advances to
customers. The impact from an increase in impairment provisions against loans and
advances to customers, largely due to IFRS9, was SAR 1,194 million.
Customer deposits totalled SAR 130.5 billion at 31 December 2018, a decrease of
SAR 9.7 billion or 6.9 %, compared with SAR 140.2 billion at 31 December 2017. The
Bank’s investment portfolio totalled SAR 34.6 billion at 31 December 2018, an increase
of SAR 7.6 billion or 28.1 %, compared with SAR 27.0 billion at 31 December 2017.
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Total assets were SAR 174.6 billion at 31 December 2018, compared with SAR 187.6
billion at 31 December 2017, a decrease of SAR 13.0 billion or 6.9 %.
Shareholders’ Equity was negatively impacted in 2018 by provisions made for a
settlement with the General Authority for Zakat and Tax (GAZT) in respect of zakat
claims for historic years up to and including 2017 which totalled SAR 1,628 million.
Business segment performance highlights
Retail banking
In 2018 SABB progressed the implementation of the Retail Bank Digital Strategy, with
roll-out of multiple mobile and internet banking upgrades, issue of advanced payment
technology for customers within the Merchant Acquiring business and contactless debit
card, and continued automation of customer facing processes.
The SABB product proposition remains strong, with competitive pricing across the
lending product range and maintenance of a resilient liability business supporting
corporate banking. As a leading residential mortgage lender in the Kingdom, SABB
has been an active supporter of the Government’s Vision 2030 Strategy to increase
the percentage of home ownership in the Kingdom. The Bank is a participant of the
Saudi Real Estate Development Fund (REDF), is developing new off-plan mortgage
products, and is currently working with the Saudi Real Estate Refinance Company
(SRC) on securitisation. Following a review in late 2017 of its lending policy and the
launch of a new fixed rate Murabaha home loan product, SABB has widened customer
access to its lending proposition, with sales volumes increasing significantly by 65%
for Home Finance and 21% for Personal Finance. SABB has remained number one in
the Kingdom in spend per credit card, a reflection of its competitive product offering
and attractive ICSABB loyalty programme. Our credit card business continues to be a
key revenue area for the Bank, and in 2018 we have invested in enhancements to our
product proposition through the launch of the new co-brand Emirates and the Umlaty
multi-currency travel card.
The Merchant Acquiring business grew sales transactions by 64%, as new merchants
were acquired and e-commerce and point of sale propositions were enhanced and
deployed.
SABB Retail Bank customer base continued to grow across the target higher net worth
segments with the number of Premier and Advance customers increasing 6% and 6%
respectively in 2018. Following an adjustment to the business model of Private
Banking over the last couple of years, and with the transfer of margin lending
proposition to HSBC Saudi Arabia, we have started to implement a number of strategic
initiatives for Private Bank customers, including a new “by invitation only” Elite credit
card and bespoke lending facilities. The Bank is leveraging its connectivity with HSBC
to enhance the Premier international customer proposition, and plans in 2019 to
implement global account view, which enables customers to link their SABB account
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with other HSBC non-KSA accounts for a truly global service. Retail Bank is also
working closely with SABB Group companies, HSBC Saudi Arabia and SABB Takaful,
to offer our customers best-in-class wealth management, investment and protection
solutions in the KSA market.
Digital transformation across our branches through investment in new generation multitouch Automated Teller Machines, Cash Deposit Machines, and Interactive Teller
Machines has reduced waiting times for personal and corporate customers in
branches, and also helped convert “over the counter” customer transactions to digital
transactions. The Bank has streamlined customer processes by deploying e-forms for
payments, is continuing to develop at pace digital customer facing processes, and
through continued deployment of Virtual Relationship Managers, has simplified and
enhanced the face to face customer experience. The Bank leads on great customer
service, by always listening to customers and expecting staff to put customers first. In
early 2018, SABB’s excellence was recognised through the award of second place in
the 2017 Finalta Customer Experience Bank Survey (sponsored by SAMA).
Corporate banking
As the leading international bank in the Kingdom, SABB supports Saudi corporates
seeking opportunities through international expansion, and international corporates
wishing to operate their business in the Kingdom. SABB competes effectively with a
strong balance sheet, insightful understanding of both local and international markets
and sectors supported by its strategic partnership with HSBC, and leading capability
in trade finance and cash management.
Economic conditions in 2018 remained challenging. The rationalisation of government
infrastructure expenditure and uncertainty over near term outlook have led to a decline
in overall trade volumes, foreign exchange flows and capital expenditure investment.
Against this backdrop, SABB focussed on improving customer experience, enhancing
product and service capability, and developing digital solutions, whilst maintaining a
cautious approach to risk appetite. SABB’s core focus is to ensure it maintains its
leading competitive advantage in trade finance and in payments and liquidity
management which it does through its two key corporate product groups: Global Trade
and Receivables Finance (GTRF), and Global Liquidity and Cash Management
(GLCM). SABB also continued to participate in the financing of key infrastructure and
other capital expenditure, and support small and medium sized enterprises in the
Kingdom.
Winning the Global Finance award for "Best Trade Finance Bank Award 2018" for the
10th year in a row, as well as Euromoney’s “Best Trade Finance Provider in KSA,
2018”, for the 2nd year in a row and Global Finance award for “Best Supply Chain
Finance Bank in the Middle East for 2018” is testament to SABB’s leading position in
Trade Finance. In the current business environment, customers are increasingly
looking to manage their working capital better and the GTRF product group is well
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positioned through its structured trade finance solutions. To remain at the forefront of
client solution innovation and service standards, SABB recently introduced mobile
authorization for imports and trade transaction tracking through mobile app. SABB has
also launched a proprietary receivables finance platform and has experienced sizable
growth in business. SABB is currently developing additional and complimentary
structured trade finance platforms to be rolled out during early 2019.
SABB embarked on a number of initiatives to digitalise its trade environment in 2018.
For example, as the leading trade bank in the Kingdom, SABB has a sizable share of
the Documentary trade business. Recognising that this product set has traditionally
been heavily paper based, SABB partnered with a leading global digital trade solution
provider to digitalise such products.
SABB offers Internet Trade Services (ITS) e-channel to provide a single platform to its
corporate customers covering a range of services. During 2018, ITS was upgraded to
include guarantees. SABB clients can now initiate guarantee transactions and carry
out associated activities, including online viewing, through this channel. It has not only
enhanced client experience but also helped clients mitigate operational risks which
remains a key focus.
Winning Global Finance magazine awards for the “Best Treasury and Cash
Management Bank” in Saudi Arabia for 2018 for the 2nd year in row as well as
Euromoney’s Cash Management Poll: for “Best Cash Management Bank” is a clear
testimony of SABB’s leading position in cash management. GLCM offers key
standardised solutions to suit many customers. In addition, GLCM continued to make
strong gains in winning mandates in 2018 by offering innovative customised solutions
to a number of major customers in the public and private sector. SABB’s approach to
innovation on complex requirements has set it out as a thought leader in the Kingdom
which has been a competitive basis for winning proposals.
GLCM successfully launched its new proactive services in 2018, with dedicated Client
Service Managers to top corporate clients to enhance customer engagement. SABB
also launched the GLCM Customer Experience and Quality Management unit to
improve customer awareness of GLCM Products and Cyber Security to enhance the
quality of GLCM services.
Treasury
In Sales & Trading, client flows were generally lower in 2018 reflecting lower trade
volumes and market sentiment but SABB maintained its market share. In 2018, SABB
was appointed as one of only five Primary Dealers for primary domestic debt issuances
by the government. As a major player in Treasury business in the Kingdom, supported
by its international expertise through HSBC, SABB is pleased to be supporting the
development of the Capital Markets in Saudi Arabia.
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With credit demand weak, liquidity abundant and the interest rate hiking cycle tapering
out, the Balance Sheet Management unit of Treasury expanded the deployment of
SABB’s commercial surplus into longer-dated securities to enhance the yield of the
Investments book. Deployment was primarily focused on domestic, local currency
government securities.
SABB's conservative approach to liquidity management remains a competitive
advantage, offering clients a healthy balance sheet to support their borrowing and
own treasury needs. The Bank maintained healthy liquidity ratios as set out in the
Pillar 3 disclosures, and generated a reliable level of stable funding from its core
Retail and Banking franchises.
Supporting Micro, Small and Medium-sized Enterprises
The Kingdom’s Vision 2030 strategy sets out a target to increase the contribution of
Micro, Small and Medium Enterprises to the economy. In support of the Kingdom’s
strategy, SABB is proud to service over 11,700 active MSME customers from our three
main regional offices in Riyadh, Jeddah and AlKhobar, as well as a number of other
cities throughout the Kingdom. SABB also provides services to a number of larger
companies that support the downstream MSME supply chain. Customers are
supported directly by 55 staff as well as a much larger number of managerial and
support staff that service the overall infrastructure of the Bank. SABB offers Islamic
solutions for MSME.
SABB’s MSME portfolio spans our Retail (Business Banking Mass – Micro and Small)
and Corporate Banking (Business Banking Upper - Medium) operating segments. The
definition of each sub-segment is set out below.
In 2018, SABB increased the number of MSME customers with credit facilities by 49%,
implemented some new digital solutions, and completed the second cycle of its SABB
Taqadam programme supporting entrepreneurs and started the Taqadam cohort III
during Dec’18.
MSME segment definitions
SABB defines its MSME segments as follows.
Corporate Segments
Annual Sales Turnover
Business Banking Mass-Micro

Below SAR 3m

Business Banking Mass-Small

Between SAR 3m to 40m

Business Banking Upper
(Medium)

Between SAR 40m to 200m

Effective Management Oversight
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In 2018, SABB establish a new management position, Head of SME, to lead the
implementation of the bank’s strategic initiatives for the SME segment. The Head of
SME reports to executive management. SABB has an SME Steering Committee (SME
SteerCo) formed with senior management representation and chaired by the Managing
Director of SABB.
Strategic Initiatives
Customer Experience
SABB has 8 Business Banking Centers to serve MSME clients, including presence in
Riyadh, Jeddah, Alkhobar, and Dammam. A dedicated Relationship Manager is
assigned to each customer to assess their banking needs and provide solutions to
meet their requirements. SABB continues to invest in upgrading the skills of our
Relationship Managers through relevant training programmes. Staff supporting
MSMEs have undergone more than 4 days of training in 2018. All Kafalah Programme
financing applications are handled by dedicated Relationship Managers within
specialised Teams.

Digital banking
A leading market position servicing a range of corporate customers, means that SABB
can bring best in class digital solutions to its MSME customer base. In recent periods,
SABB has sought to improve the digital experience of customers by migrating over the
counter transactions towards e-channels, including but not limited to Internet Banking,
Interactive Teller Machines, Cash Deposit Machines, Point of Sales Terminals, Sadad
and Payment gateway solutions. SABB is developing a new advanced platform for
SMEs mobile banking and internet banking to replace the existing platform, as well as
developing end to end digital solution for On-Boarding journey.
Trade Finance solutions
SABB offers a comprehensive Receivable Finance proposition that allows MSMEs to
be able to discount receivables of Larger Corporates at a discounted cost. SABB also
offers Supply Chain Finance Solutions to larger companies to support the downstream
MSMEs who are in the supply chain to manage their cash flows efficiently, reducing
funding costs. SABB is currently investing in a new Supply Chain Management system
to further enhance this proposition which will encourage the large corporates to
promote this solution to their MSME supplier base.
Entrepreneurial development and training
In line with the Kingdom’s Vision 2030, SABB launched the SABB TAQADAM
programme in collaboration with King Abdullah University of Science and Technology
(KAUST). The programme aims to develop early stage entrepreneurs, engaging with
them and providing them with the support and guidance they need. The programme
was launched in October 2016 and completed its second year in September 2018.
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TAQADAM II: The 2018 Program came to a close on September 2018 when the Jury
chose six winning start-ups according to their market viability scalability and
profitability. Prizes included six grants of SAR 375,000 each, the people’s choice prize
of SAR 187,500 and a fintech track award of SAR 37,500. Taqdam III opened up for
applications mid-November and boot camp is scheduled for January 2019. 29 teams
received seed funding, and will now develop their final project for the September Finals.
SABB supported the Saudi/UK SME Partnership Forum as an event partner, held on
24-25th April 2018 in London.
Loans and off-balance positions to MSME customers
December 2018
Micro
Loans to MSMEs
Off Balance Sheet positions to
MSMEs
Loans to MSMEs as a percentage of
Total SABB Loans
Off Balance Sheet positions to
MSMEs as a percentage of total
SABB off balance sheet positions
Number of credit facilities
Number of customers with credit
facilities
Number of credit facilities guaranteed
by Kafalah programme
Amount of credit facilities guaranteed
by Kafalah programme

82
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SAR '000
Small
Medium
Total
529,796
1,066,249 1,596,128

22,251

115,786

931,520 1,069,557

0.00%

0.46%

0.93%

1.39%

0.03%

0.16%

1.30%

1.49%

135

397

2,595

3,127

93

182

325

600

0

19

255

274

0

12,824

132,225

145,049

December 2017
Loans to MSMEs
Off Balance Sheet positions to
MSMEs
Loans to MSMEs as a percentage of
Total SABB Loans
Off Balance Sheet positions to
MSMEs as a percentage of total
SABB off balance sheet positions

Micro
1,199
18,422

Number of credit facilities
Number of customers with credit
facilities
Number of credit facilities guaranteed
by Kafalah programme
Amount of credit facilities guaranteed
by Kafalah programme

SAR '000
Small
Medium
206,659
370,589
190,270
270,689

Total
578,447
479,381

0.00%

0.17%

0.31%

0.48%

0.03%

0.27%

0.38%

0.68%

83

910

1,097

2,090

61

232

110

403

-

141

5

146

-

113,751

1,441

115,192

HSBC Saudi Arabia (investment banking)
HSBC SA maintained its leadership as the leading investment bank in the Kingdom in
2018, and was recognised as "Best Investment Bank in Saudi Arabia" by Euromoney
and "Best Foreign Investment Bank in Saudi Arabia" by EMEA Finance. During the
year, among other transactions, HSBC SA advised the Public Investment Fund in its
acquisition of a stake in ACWA Power, advised SABIC in its stake acquisition of
Clariant, successfully participated in a number of major local and cross-border Debt
Capital Markets and Syndicated Finance transactions, and was the only bank to have
played a lead role in all Sovereign international bond/Sukuk issuances since inception
of the DMO programme in 2016. HSBC SA also continued to play a key role in
supporting the Kingdom’s infrastructure build through its Project and Export Finance
capability, executing PPP advisory mandates in the Education and Healthcare sectors,
among others.
HSBC SA is a leading custodian in the market, offering custody and administration
services to local and foreign institutional investors. HSBC SA played a pivotal role in
facilitating foreign institutions obtain Qualified Foreign Investor (QFI) status and is
market leader with QFI assets of over USD 5 billion and is well positioned for inclusion
in the MSCI and FTSE EM indices expected in 2019. HSBC SA was recognised as
“Best sub-custodian in Saudi Arabia”, by ‘The Asset’ magazine and ‘Global Finance’.
HSBC SA asset management continued to maintain its strong position during the year
in managing local equity mandates for institutional as well as retail and private banking
clients. HSBC has an eminent position in terms of product offering with a product suite
of 19 public funds and a private real estate fund. Our market share of local equity
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mutual funds is around 20%. HSBC SA is also one of the only two Authorised Persons
in Saudi Arabia offering an Exchange Traded Fund that is listed on the Saudi Stock
Exchange.
HSBC SA also operates a sizable institutional and retail brokerage business, and
during 2018 maintained its status as the leading brokerage by market share as
compared to all its internationally-linked peers operating in Saudi Arabia.
People are core to the success of HSBC SA’s strategy to build ‘The Best Place to
Work’. Accordingly HSBC SA has built a leading employer brand in the market to
attract, engage, develop and retain talent. Developing the Saudi workforce has
continued to be a priority, including diversity agenda with women now representing
around 24% of the work force. During the year, HSBC SA successfully implemented a
number of programs, notably Global graduate and Youth for Saudi program’s run in
partnership with HSBC, JODP program, short term intern placements for university
students with overall objective to identify, train and develop the best in class Saudi
talent and support KSA vision 2030.

SABB Takaful (insurance)
In line with its strategy, SABB Takaful has been focused on preparing itself for Vision
2030 relevant initiatives including reconfiguring the organisational and proposition
structure to improve relevance and flow and working with SABB in recognising the
strategic digital initiatives that will be required to harmonise with SABB and to meet
customers’ increasing needs. In 2018, SABB Takaful added a simple savings product
to its product suite to support customers in their long-term savings efforts, a key feature
of the Financial Sector Development Program of Vision 2030.
The Company is most mindful of the improving regulatory environment and is focused
on at least meeting the standards required to operate in this market. Much work has
been done to lift the Company’s Enterprise Risk Management Framework,
Governance, Financial Crime Compliance, Customer Care and Cyber Security
Framework Requirements.

6. Risk management
All SABB’s activities involve, to varying degrees, the measurement, evaluation,
acceptance and management of risks or combinations of risks. The most important
categories of risk that the Bank is exposed to are Credit risk (including counterparty
and cross-border country risk); Market risk (including special commission rate and FX
risks); Liquidity risk; and Operational risk in various forms including but not limited to
Compliance risk (regulatory and Financial Crime risks), Information security risk,
Reputational risk and Sustainability (environmental and social) risks.
A well-established risk governance and ownership structure ensures oversight of, and
accountability for, the effective management of risk. The Board or its designated
committee, Board Risk Committee (BRC), approves the Bank’s risk framework, plans
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and performance targets, which include the establishment of risk appetite statements,
the delegation of authorities for credit and other risks and the establishment of effective
control procedures.
SABB’s risk appetite framework was reviewed and approved by the BRC during the
year and describes the quantum and types of risk that SABB is prepared to take in
executing its strategy. It is central to an integrated approach to risk, capital and
business management and supports the Bank in achieving its return on equity
objectives, as well as being a key element in meeting the Bank’s obligations under
Pillar 2 of the Basel Accord.
Credit risk
The Bank operates an independent Credit risk function which provides high-level
oversight and management of Credit and Market risk for SABB, aligned with SAMA
Rules on Credit Risk Management in Banks. Its primary responsibilities include:
independent review / objective risk assessment to ensure applications conform with
SABB’s credit policy and local applicable regulations; guiding business segments on
the Bank’s appetite for Credit and Market risk exposure to specified industry sectors,
activities and banking products; controlling exposures to sovereign entities, banks and
other financial institutions.
Shariah Risk
Shariah risk is the risk of financial loss, regulatory sanction and/or reputational damage
to SABB as a result of failure to comply with the directions, guidelines and conditions
issued by SABB’s Shariah Committees in respect of the development, execution,
delivery and marketing of Islamic Products.
Shariah rules are open to different interpretations; hence, there are potential risks that
a SABB product can be interpreted as non-compliant by another Shariah body. To
mitigate this, SABB has ensured that its Shariah Committee members are of high
standing. Further, SABB has a dedicated Shariah Affairs team specialising in Shariah
compliant issues. Training and awareness seminars are undertaken on Islamic
banking principles as well as product specific processing requirements. Finally, SABB
has a Technology platform that is increasingly compatible with Shariah requirements
to further reduce the risk of operational error or oversight.
Shariah risk was also identified as a distinct risk recognised in the business risk
heatmaps as well at the Shariah Affairs level which are monitored through the
appropriate governance committees. The Head of Islamic Financial Services reports
directly to the Chief Risk Officer to oversee the development and independent control
of Shariah products and services.
This increased focus has demanded a strong and robust Shariah risk compliance
framework closely aligned with the Operational Risk Management Framework
(ORMF). SABB refined the framework further as it embedded it within the three lines
of defence model to ensure that the governance ensures on-going transparency and
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accountability across Business Management, IFS, Audit and interaction with the SABB
Board through the Operational Risk and Internal Control Committee, Risk Management
Committee (RMC), and Audit Committee. Furthermore IFS maintains a strong
interaction with the Shariah Committee with respect to all Shariah related Affairs. The
Shariah Committee reports directly to the SABB Board Risk Committee.
Market risk
The risk that movements in market factors, including foreign exchange rates, special
commission rates, credit spreads and equity prices, will reduce our income or the value
of our portfolios. Exposure to market risk is separated into two portfolios:
Trading portfolios - comprise positions arising from market making and warehousing
of customer-derived positions.
Non-trading portfolios - comprise positions that primarily arise from the special
commission rate management of our retail and commercial banking assets and
liabilities and financial investments designated as Held to Collect and Sell and Held to
Collect.
Market risk is monitored and measured using limits and metrics approved by the Board
Risk Committee. The exposure and limits are monitored by an independent risk
function. Key measurements include:




Measured in terms of value at risk, which is used to estimate potential losses
on risk positions as a result of movements in market rates and prices over a
specified time horizon and to a given level of confidence, augmented with stress
testing to evaluate the potential impact on portfolio values of more extreme,
though plausible, events or movements in a set of financial variables;
Monitored using measures including the sensitivity of special commission
income and the sensitivity of foreign exchange.

Liquidity risk
Liquidity risk is the risk that SABB does not have sufficient financial resources to meet
its obligations as they fall due or that it can only do so at an excessive cost. Liquidity
risk arises from mismatches in the timing of cash flows. Funding risk is the risk that
funding considered to be sustainable, and therefore used to fund assets, is not
sustainable over time. Funding risk arises when illiquid asset positions cannot be
funded at the expected terms and when required.
SABB has established a Risk Appetite Statement (RAS) for liquidity risk that is
approved by the BRC annually, and reviewed monthly through the Asset Liability
Management Committee (ALCO) and RMC, with quarterly reports provided to the
BRC.
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To support adherence to the RAS on an ongoing basis, SABB has established a range
of key monitoring metrics, including but not limited to the Liquidity Coverage Ratio and
the Net Stable Funds Ratio. All metrics are closely monitored against RAS limits in the
ALCO and RMC and reported to the BRC.
SABB conducts cash flow stress testing for liquidity and funding risk. The stress test
takes into consideration a number of market wide and idiosyncratic scenarios and time
periods, to assess the Bank’s ability to continue to operate effectively in support of its
customers throughout the stress period and beyond. The stress tests are conducted
biannually.
The Bank has established a mechanism for charging the cost of liquidity within the
organisation to support the management of the balance sheet structure for liquidity and
funding risk purposes. This policy is updated by the ALCO at least annually and
approved by the BRC.
SABB maintains a Liquidity Contingency Funding Plan (CFP) to provide guidance for
the senior management who constitute its Liquidity Crisis Management Team (LCMT)
during a period of liquidity stress. The CFP establishes early warning monitoring
metrics to forewarn management of an impending stress, sets out responsibilities, and
describes the approach management may take during various stages of severity of a
crisis. The CFP is updated at least annually whereby the LCMT also takes the
opportunity to review the plan in detail to ensure familiarity in advance of a crisis.
SABB Credit Ratings
A strong credit rating is a sign of SABB’s relative financial strength and supports access
to optimally priced funding sources. The credit ratings consider SABB’s financial
strengths, comfortable liquidity position, and strong franchise as well as consideration
of the local Sovereign rating. During 2018, SABB external ratings remained unchanged
in the context of downgrades for certain peer banks, and with our outlook upgraded by
Fitch to stable. The current external ratings as at 31 December 2018 for SABB affirmed
by the leading global rating agencies are as per following table:

Agency
S&P
Fitch
Moody's

Rating
BBB+ with stable outlook
A- with stable outlook
A1 with stable outlook
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Debt securities in issue and other borrowings
In line with the bank’s continued efforts to enhance its capital adequacy position,
diversification of sources of funds and reducing its asset-liability maturity mismatch,
the bank has issued the following debt securities:

SAR 1,500 million 7 year
subordinated Sukuk - 2013
SAR 1,500 million 10 year
subordinated Sukuk- 2015
Total

As at 31
December 2017
1,500,000

Payments for
the year
1,500,000

SAR’000
As at 31
December 2018
-

1,500,000

-

1,500,000

3,000,000

1,500,000

1,500,000

SAR 1,500 million 7 year subordinated Sukuk - 2013
The Sukuk was issued by SABB on 17 December 2013 having maturity in December
2020. This was a Basel compliant issuance and SABB had an option to repay the
Sukuk after 5 years, subject to prior approval of SAMA and terms and conditions of the
agreement. The Sukuk was repaid earlier on 17 December 2018.
The Sukuk carried effective special commission rate at six months' SAIBOR plus 140
bps payable semi-annually. The Sukuk was unsecured and was registered on
Tadawul.

SAR 1,500 million 10 year subordinated Sukuk -2015
The Sukuk was issued by SABB on 28 May 2015 and matures in May 2025. This is a
Basel III compliant issuance and SABB has an option to repay the Sukuk after 5 years,
subject to prior approval of SAMA and terms and conditions of the agreement.
The Sukuk carries effective special commission rate at six months' SAIBOR plus 130
bps payable semi-annually. The Sukuk is unsecured and is registered on Tadawul.
Borrowings consist of the following.
Syndicated loan
On 19 October 2016, the Bank obtained a floating rate syndicated loan amounting to
USD 450 million. This loan is unsecured and matures on 19 October 2019. Following
are the participants in the syndication:
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Name of lender

Amount USD

Bank of America Merrill Lynch International Limited, London

75,000,000

Chang Hwa Commercial Bank Limited, London

10,000,000

Commerzbank Aktiengesellschaft, Luxembourg

50,000,000

Hongkong and Shanghai Banking Corporation, Hong Kong

75,000,000

Mega International Commercial Bank Co. Limited, Taipei

15,000,000

Mizuho Bank Limited, London

75,000,000

Standard Chartered Bank (Hong Kong) Limited, Hong Kong

75,000,000

The Bank of Tokyo-Mitsubishi UFJ, Limited, Dubai

75,000,000

Total

450,000,000

Operational risk
Operational risk is the risk to achieving the Bank’s strategy or objectives as a result of
inadequate or failed internal processes, people and systems, or from external events.
The Risk Appetite for Operational Risk is established annually and approved by the
Board Risk Committee. This is reviewed monthly at the Operational Risk Committee
and Risk Management Committee with quarterly updates to the Board Risk Committee.
In order to ensure continuous assessment of adequacy of control over operational risks
periodical reviews based on the risk and control assessment are carried out by
Business Risk Control Managers. Issues identified are entered in the Risk Repository
System and the resolution of the issues are monitored and followed up by the oversight
managers and the status is communicated to and monitored by the governance
committees.
In addition issues identified in other reviews including internal audit and regulatory
authorities are also communicated and followed up by the governance committees.
7. Legal Entity Structure
Subsidiaries
The Bank holds a 100% (2017:100%) ownership interest in a subsidiary, SABB
Insurance Agency with a capital of SAR 500,000 , a limited liability company registered
and operating in the Kingdom under commercial registration No. 1010235187 dated
18 Jumada II 1428H (3 July 2007). The Bank has a 98% direct and 2% indirect
ownership interest in its subsidiary (the indirect ownership is held via a subsidiary
registered in the Kingdom). The principal activity of the subsidiary is to act as the sole
insurance agent for SABB Takaful Company within the Kingdom as per the agreement
between them.
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The Bank holds a 100% (2017:100%) ownership interest in a subsidiary, Arabian Real
Estate Company Limited with a capital of SAR 1,000,000 , a limited liability company
registered in the Kingdom under commercial registration No. 1010188350 dated 12
Jumada I 1424H (12 July 2003). The Bank has a 99% direct and 1% indirect ownership
interest in its subsidiary (the indirect ownership is held via a subsidiary registered in
the Kingdom). The subsidiary is engaged in the purchase, sale and lease of land and
real estate for investment purposes.
The Bank holds a 100% (2017:100%) ownership interest in a subsidiary, SABB Real
Estate Company Limited with a capital of SAR 500,000 , a limited liability company
registered in the Kingdom under commercial registration No. 1010428580 dated 12
Safar 1436H (4 December 2014). The Bank has 99.8% direct and 0.2% indirect
ownership interest in its subsidiary (the indirect ownership is held via a subsidiary
registered in the Kingdom). The main purpose of this subsidiary is the registration of
real estate.
On 17 May 2017, SABB established a Special Purpose Vehicle (“SPV”) SABB Markets
Limited, a wholly owned subsidiary with a share capital of US$250, incorporated as a
limited liability company under the laws of Cayman Islands. The subsidiary is engaged
in derivatives trading and repo activities.

SABB has 65% (2017: 65%) ownership interest in a subsidiary, SABB Takaful, a joint
stock company registered in the Kingdom of Saudi Arabia under commercial
registration No. 1010234032 dated 20 Jumad Awal 1428H (6 June 2007). SABB
Takaful became a subsidiary of SABB effective 23 November 2017. The share capital
of SABB Takaful is SAR 340,000,000. SABB Takaful’s principal activity is to engage in
Shariah compliant insurance activities and offer family and general Takaful products to
individuals and corporates in the Kingdom.
The Bank assures there are no debt securities in issue for any of these subsidiaries.
Structured entities
SABB has participated with other local banks in three Structured Entities for the
purpose of effecting syndicated loan transactions and to secure collateral rights over
specific assets of the borrowers under Islamic financing structures. The entities have
no other business operations. These are:
1. Saudi Kayan Assets leasing Company
2. Rabigh Assets Leasing Company
3. Yanbu Assets Leasing Company
Each entity has a share capital of SAR 500,000 of which SABB owns 50% (2016: 50%)
share in each entity. SABB does not consolidate the entities as it does not have the
right to variable returns from its involvement with the entities and ability to affect those
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returns through its power over the entities. The related underlying funding to the
borrower is recorded on SABB’s books.
Joint venture
The Bank's share in earnings of a joint venture represents its share in the profits of
HSBC Saudi Arabia (HSBC SA).
SABB owns 51% (2017: 51%) directly and indirectly through its subsidiaries of the
shares of HSBC SA, is a Saudi closed Joint Stock company, licensed by CMA and
conducts its business in the Kingdom of Saudi Arabia. The authorised, issued and fully
paid share capital of the HSBC SA consists SAR 500 million divided into 50 million
shares of SAR 10 each. No single investor group can direct the activities of the entity
without cooperation of the other. Both investors can appoint an equal number of board
members and thereby board resolutions require joint decision making. Hence, SABB
does not consolidate the entity as it does not have rights to variable returns from its
involvement with the entity and ability to affect those returns through its power over the
entity. The main activities of the Company are to provide a full range of investment
banking services including arranging, brokerage, advisory, asset management and
custody.
8. Corporate Governance
Corporate governance principles
SABB is aware of the positive impact 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 the Bank'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. It is also believed that the adoption
of this approach will enhance investors' confidence both in the Bank and in the Saudi
banking industry, which in turn will reflect positively on the security, integrity and
stability of the Banking Sector in the Kingdom.
The Bank regularly updates its policy to regulate potential conflicts of interest of Board
directors and senior executives as well as a policy that handles the disclosure
mechanism and its requirements. The two policies were implemented with Board
approval. The Bank, in its endeavour to enhance communication with its shareholders,
pursued its initiative to urge shareholders who did not receive their dividends in the
past to communicate with the Bank to update their details and arrange for receipt of
their rights.
The Bank’s Articles of Association and the SABB Governance Document as approved
by the Board provide for shareholders’ right to dividends, attendance at General
Meetings, discussion, voting and the disposal of shares. In line with SABB’s disclosure
policy, the information relating to General Meetings, balance sheets, profit and loss
accounts and the Board’s annual report are provided to shareholders and published in
the newspapers and on Tadawul and Bank’s website. In its endeavour to enhance its
shareholders’ awareness, the Bank issued Guidelines for Shareholders Rights at
General Meetings, which are distributed to shareholders at such meetings.
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In its endeavour to meet the regulatory requirements stated in the Corporate
Governance Regulations issued by the CMA, the Principles of Governance issued by
SAMA and best international and local practices, and to ensure fulfilment of such
requirements in a documented frame and approach, the Bank conducts thorough
regular internal reviews to assess the Bank’s compliance with governance
requirements and best practices. As a result of such revisions, and at the direction of
the Board and the Remuneration and Nomination Committee, governance policies and
frameworks and terms of reference of Board Sub-committees and the Board and Board
Sub-Committees’ training and evaluation framework are designed and revised where
applicable as to ensure full compliance with the regulatory requirements.
SABB’s corporate governance policies include the following:
A) Policies and Procedures:
1.
2.
3.
4.
5.
6.
7.

Disclosure Policy
Conflict of Interests Policy
The Policies and Criteria for Selection of Board Directors and Committees
The policy regulating the relationship with stakeholders
The policy to regulate Related Parties’ transactions
The Policy for Directors’ Remuneration and Compensation
The Corporate Governance Document

B) Terms of reference of Board Committees:
During the past few years, the Bank has prepared the terms of reference of all Board
committees in line with the Principles of Governance, Membership Criteria, Banking
Control Law, Corporate Governance Rules and Companies Act. SABB’s Board
endorsed the terms of reference of all Board committees, while the General Assembly
Meeting has approved terms of reference of the Audit Committee (AUCOM) and the
Nomination and Remuneration Committee (REMCO) as per the regulatory directives.
As per their terms of reference, all the Board committees must review their
performance, status and terms of reference on an annual basis to ensure that the
Committee is operating with efficiency and in compliance with the regulatory
requirements and to recommend any changes deemed appropriate for the Board’s
approval, and subsequently, the General Assembly Meeting’s approval, where
applicable.
C) Assessment of the efficiency of the Board, Directors and Board Committees:
In line with the regulatory requirements of the Governance Principles and Corporate
Governance Rules and SABB Corporate Governance Document, SABB Board of
Directors regularly conduct a self-assessment of its performance as well as of the
performance of its members and committees on a continual annual basis to assess its
efficiency, and the size of their contribution to its business individually and as a group.
Also a framework was designed to evaluate the efficiency of Board Sub-Committees
and the work they have undertaken measured against the scope of their
responsibilities, on a continual annual basis.
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D) Board and Committee Members Training Programmes:
In the Bank’s endeavour to enhance the skills of the Board and Committee members
in all aspects of the banking industry, direct and remote training programmes, were
designed. Such programmes cover all Board and Committee members.
E) Rights of the shareholders
In line with the relevant Regulations, and as a general rule, the Bank facilitate the
shareholders to exercise their rights completely including their right to give feedback
about the Bank and its performance, the Board as per practice entertained questions
and comments from Shareholders during the Annual General meetings held in 2018
or through the Share Registry unit, they review the feedback and the opinions of the
shareholders and discuss these opinions.
Company’s requests of shareholders records
Type

Date

Reason

1
2
3

Shareholders Report
Shareholders Report
Shareholders Report

1/1/2018
16/01/2018
13/02/2018

Annual Report 2017
Update of Shareholders Records
Update of Shareholders Records

4
5
6
7
8
9

Shareholders Report
Shareholders Report
Shareholders Report
Shareholders Report
Shareholders Report
Shareholders Report

12/3/2018
28/03/2018
1/4/2018
11/4/2018
9/5/2018
4/6/2018

Update of Shareholders Records
Extra-Ordinary General Meeting
Distribution of Dividends
Update of Shareholders Records
Update of Shareholders Records
Update of Shareholders Records

10
11
12
13
14
15

Shareholders Report
Shareholders Report
Shareholders Report
Shareholders Report

9/6/2018
2/7/2018
6/8/2018
2/9/2018
3/10/2018
22/11/2018

Update of Shareholders Records
Update of Shareholders Records
Distribution of Dividends
Update of Shareholders Records
Update of Shareholders Records
Update of Shareholders Records

27/11/2018
3/12/2018
31/12/2018

Update of Shareholders Records
Update of Shareholders Records
Update of Shareholders Records

16
17
18

Shareholders Report
Shareholders Report
Shareholders Report
Shareholders Report
Shareholders Report

Generally, SABB complies in form and content with all Corporate Governance
guidelines included in the Corporate Governance Regulations issued by the CMA. This
commitment has resulted in the inclusion of the compulsory requirements in the Bank's
Articles of Association and the Terms of Reference of Board Committees as well as in
the Internal Policies and Guidelines regulating the work of different Bank sectors.
These include establishment of the rights of shareholders to purchase and own shares
and to participate in General Meetings; the provision of all information that ensures
shareholders can exercise their rights; the disclosure of financial and non-financial
information and the complete observance of transparency requirements in line with the
regulatory limits; and the definition of the liabilities of the Board of Directors and
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formation of its various committees under Terms of Reference that are in line with the
Regulatory Guidelines.
In addition, the Bank is committed to observing the guidelines included in the Corporate
Governance Regulations with the exception of the following:

Article

Reasons For Non-Compliance by the

Requirement

Bank
95

Formation of a Corporate
Governance Committee (Guiding
Article)

The
Nomination
and
Remuneration
Committee in line with its terms of reference,
is entrusted with the periodical revisions to
ensure the consistence of the applications
and structures of governance adopted by the
Bank and to present their recommendations
to the Board on such matters.

Directors of the Board
The Board of the Saudi British Bank comprises ten members, six of whom represent
Saudi interests and are elected and appointed by the General Assembly of the Bank
for three Gregorian years with the possibility of re-election (The General Assembly
elect the directors by way of accumulative voting). The other four members are
appointed by HSBC Holdings BV.
On 15 December 2016, The General Assembly of the Bank convened and elected the
Directors of the Board representing the Saudi shareholders for a term of 3 years which
commenced from 01 January 2017 to 31 December 2019. The General Assembly
approved the election and appointment of directors by way of accumulative voting.
On 14 January 2018 Mr. Stephen Moss replaced Mr. Nigel Hinshelwood who resigned
on 11 January 2018 as a Board of Director representing HSBC Group and on 30 May
2018 Mr. Mohammed Abdullah Al-Yahya has resigned from the Board and Board Risk
Committee (BRC).
In the light of the above, the Board of Directors as at 31 December 2018 comprised of
the following members, whose membership was classified as per Article (20) of the
Corporate Governance Regulations issued by the CMA’s and SAMA’s Corporate
Governance Principles Document:
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Director name &
membership
classification

Mr. Khaled Suliman
Olayan

•

Names of the companies in which a
Board member is a member of their
current Board member or manager

Names of the companies in which a
Board member is a member of their
current Board member or manager

(Legal entity type / Location) 2018

(Legal entity type / Location) 2017

Chairman of the Olayan Financing
Company (Not Listed / Saudi Arabia)

•

Chairman of the Olayan Financing
Company (Not Listed / Saudi Arabia)

Independent Director
- Chairman
Eng. Khalid
Abdullah Al-Molhem
Independent Director
Vice Chairman

•

•
•
•

•

Independent Director

•

Non-Executive
Director

•
•
•
•
•
•
•

Saudi Orix Leasing Company (Not
Listed CJ / Saudi Arabia)
Tarabot Investment & Development
Company (Not Listed / Saudi Arabia)

Al Muhaideb Group (Not Listed CJ /

Saudi Arabia)
Savola Group (Listed / Saudi Arabia)
ACWA Power International (Not Listed
CJ / Saudi Arabia)
Tasnee (Listed / Saudi Arabia)
Al Marai (Listed / Saudi Arabia)
Rafal (Not Listed CJ / Saudi Arabia)
Vision Invest (Not Listed CJ / Saudi

Arabia)

Mr. Saad
Abdulmohsen AlFadly

King Abdullah Economic City
(Emaar) (Listed / Saudi Arabia)
• Saudi White Cement Co. (Not Listed
/ Saudi Arabia)
• United Electronics Company (Extra)
(Listed / Saudi Arabia)
• Aseer Trading, Tourism and
Manufacturing Co. (Listed / Saudi
Arabia)
• Knowledge Economic City (Listed /
Saudi Arabia)
• King Abdullah Port Rabigh (Not
Listed / Saudi Arabia)
HSBC Middle East (Not Listed / UAE)
•

Mr. Mohammed
Omran Al-Omran

Mr. Sulaiman
Abdulqader AlMuhaideb

Saudi White Cement Co. (Not Listed/
Saudi Arabia)
King Abdullah Economic City
(Emaar) (Listed / Saudi Arabia)
Aseer Trading, Tourism and
Manufacturing Co. (Listed / Saudi
Arabia)

•

CEO of Hassanah Investment Company

•

•
•
•
•
•
•
•
•
•

•

(Not Listed / Saudi Arabia)

•

HSBC Middle East Holdings B.V. (Not

Listed / Netherland)

_

Nigel Hinshelwood
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CEO of Hassanah Investment Company

(Not Listed / Saudi Arabia)

Non-Executive
Director
Mr. Stephen Moss

Saudi Orix Leasing Company (Not
Listed CJ / Saudi Arabia)
Al-Rajhi Insurance (Listed / Saudi
Arabia)
Tarabot Investment & Development
Company (Not Listed / Saudi
Arabia)
Al Muhaideb Group (Not Listed CJ /
Saudi Arabia)
Savola Group (Listed / Saudi
Arabia)
Middle East Paper Company (Listed
/ Saudi Arabia)
ACWA Power International (Not
Listed CJ / Saudi Arabia)
Tasnee (Listed / Saudi Arabia)
Al Marai (Listed / Saudi Arabia)
Rafal (Not Listed CJ / Saudi Arabia)
ACWA Holding (Not Listed CJ /
Saudi Arabia)

Non-Executive
Director

•

HSBC Global Asset Management Limited
(Not Listed / United Kingdom)

•
•

HSBC France (Listed / France)
HSBC Trinkhaus & Burkhardt AG (Listed

Mr. Samir Assaf
Non-Executive
Director
Mr. Georges
Elhedery
Non-Executive
Director

•
•

HSBC France (Listed / France)
HSBC Trinkhaus & Burkhardt AG
(Listed / Germany)

•

HSBC Bank Middle East Limited
(Not Listed / UAE)
HSBC Bank Egypt (Not Listed /
Egypt)
HSBC Saudi Arabia (Not Listed CJ /
Saudi Arabia)
HSBC Bank A.S. Turkey (Not Listed
/ Turkey)

/ Germany)
•

HSBC Bank Middle East Limited (Not

Listed / UAE)
•
•
•

HSBC Bank Egypt (Not Listed / Egypt)
HSBC Saudi Arabia (Not Listed CJ /

•

Saudi Arabia)

•

HSBC Bank A.S. Turkey (Not Listed /

•

Turkey)
•

HSBC Middle East Holdings B.V.

•

HSBC Bank Middle East Limited (Not
Listed / UAE)
HSBC Saudi Arabia (Not Listed /
Saudi Arabia)

Mr. David Dew
Executive Director
•
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•
•

HSBC Bank Middle East Limited
(Not Listed / UAE)
HSBC Saudi Arabia (Not Listed /
Saudi Arabia)

Profiles of Directors
Name

Mr. Khaled
Suliman
Olayan

Current Position
Board Member in:

•

Chairman of the
Olayan Financing
Company.

Former Position
Board Member in:

•

Chairman of the
Olayan Financing
Company.

Eng. Khalid
Abdullah AlMolhem

Board Member in:
•
King Abdullah
Economic City
(Emaar)
•
Saudi White Cement
Co.
•
Aseer Trading,
Tourism and
Manufacturing Co.

Board Member in:
•
King Abdullah
Economic City
(Emaar)
•
Saudi White
Cement Co.
•
United Electronics
Company (Extra)
•
Aseer Trading,
Tourism and
Manufacturing Co.
•
Knowledge
Economic City
•
King Abdullah Port
Rabigh
•
HSBC Middle East

Mr.
Mohammed
Omran AlOmran

Board Member in:
•
Saudi Orix Leasing
Company
•
Tarabot Investment
& Development
Company

Mr. Sulaiman
Abdulqader AlMuhaideb

Mr. Saad
Abdulmohsen
Al-Fadly

Qualifications

•

•

Bachelor Degree in
Business
Administration from
Menlo College,
California
Master Degree in
International
Businesses from the
American University
in Washington DC

•

Bachelor of Science
in Electrical
Engineering and
Bachelor of
Engineering
Management from
the University of
Evansville, USA

Board Member in:
•
Saudi Orix Leasing
Company
•
Al-Rajhi Insurance.
• Tarabot Investment
& Development
Company

•

Bachelors of
Science in Civil
Engineering from
King Saud
University in Riyadh.
Master in
Construction
management from
the University of
South California,
USA.

Board Member in:
•
Al Muhaideb Group
•
Savola Group
•
Middle East Paper
Company
•
ACWA Power
International
•
Tasnee
•
Al Marai
•
Rafal
•
ACWA Holding

Board Member in:
•
Al Muhaideb Group
•
Savola Group
•
Middle East Paper
Company
•
ACWA Power
International
•
Tasnee
•
Al Marai
•
Rafal
•
ACWA Holding

-

•

•

•

CEO of Hassanah
Investment Company

CEO of Hassanah
Investment
Company

37

•

Experience
Wide range of
experience in the
management,
financial and
investment fields

Experience in the
business of banks
and companies and
he has taken the
lead in the
privatisation of a
number of major
Saudi companies

Experience in the
business and
investment sectors

Vast experience in
the management
and financial fields.

Bachelors of
Science in
Accounting, King
Saud University,
Riyadh

Experience in
investment
management and
banking services at
a number of

•

Mr. Stephen
Moss

Group managing Director
Chief of Staff
•
•

Mr. Samir
Assaf

•

Mr. Georges
Elhedery

Mr. David Dew

Group Head of
Mergers &
Acquisitions

HSBC France
(Chairman)
HSBC Trinkhaus &
Burkhardt AG

Board Member in:

•
•

HSBC France
(Chairman)
HSBC Trinkhaus &
Burkhardt AG

Board Member in:
•
HSBC Bank Middle
East Limited
•
HSBC Bank Egypt
•
HSBC Saudi Arabia
•
HSBC Bank A.S.
Turkey

Board Member in:

Board Member in:

•

HSBC Bank Middle
East Limited
HSBC Saudi Arabia

•
•
•

•

Board Member in:
•
HSBC Bank Middle
East Limited
•
HSBC Bank Egypt
•
HSBC Saudi Arabia
•
HSBC Bank A.S.
Turkey
•
HSBC Middle East
Holdings B. V.

•

•

HSBC Middle East
Holdings B.V.
HSBC Global Asset
Management Limited

Board Member in:

•

•

•

•
•

HSBC Bank Middle
East Limited
HSBC Saudi Arabia
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•

•

Master degree in
Financial
Economics, Boston
University, USA
Qualified chartered
accountant and
member of the
Institute of
Chartered
Accountants in
England and Wales

financial and
regulatory
institutions, for
more than 20 years
Stephen became a
Group Managing
Director in 2018
and has been with
HSBC for 27 years.
As Chief of Staff to
the Group Chief
Executive, Stephen
leads Group
Strategy and
Planning, Group
Mergers and
Acquisitions, Global
Communications,
Global Events,
Group Public
Affairs and Group
Corporate
Sustainability.

Master in
Economics from
USJ, Lebanon
MA in Finance from
L' Institut d'Etudes
Politiques, France
Master in
Economics from La
Sorbonne
University, France.

Experience in the
banking and
financial markets
field acquired from
working at HSBC
group, where he
held several
leading roles.

Post graduate
degree in Statistics
and Economy at the
Ecole Nationale de
la Statistique et de
l'Administration
Economique,
France.
Graduate degree in
Engineering from
École
Polytechnique,
France.

Accumulated
administrative and
leadership
experience for
more than 20 years
in Banking, Finance
and Markets
acquired from
working in senior
positions with a
number of leading
international
financial institutions

Masters in
Economics from
Cambridge
University, UK.
Associate of the
Institute of Bankers

Management and
financial experience
gained during his
40 years career
with HSBC in a
number of regions
and roles.

Board meetings
In 2018, the Board of Directors of SABB held 7 meetings. The following table shows
details of those meetings and the record of attendance of directors during the year:
Meeting dates
Name
28 Mar

13 May

15 May

17 Jul

27 Sep

29 Nov

19 Dec

2018

2018

2018

2018

2018

2018

2018









































Mr. Mohammed Omran Al-Omran















Mr. Saad Abdulmohsen Al-Fadly

-













Mr. David Dew















Mr. Samir Assaf





-









Mr. Georges Elhedery















Mr. Stephen Moss*















Mr. Mohammed Abdullah Al-Yahya**







-

-

-

-

Mr. Nigel Hinshelwood*

-

-

-

-

-

-

-

Mr. Khaled Suliman Olayan
(Chairman)
Eng. Khalid Abdullah Al-Molhem
(Vice Chairman)
Mr.

Sulaiman

Abdulqader

Al-

Muhaideb



* The Directorship of Mr. Nigel Hinshelwood (Representing HSBC Group) with the Bank ended on 11 January 2018 and was replaced by Mr. Stephen
Moss as of 14 January 2018.
** The Directorship of Mr. Mohammed Abdullah Al-Yahya with the Bank ended on 30 May 2018.

Board committees
In line with the regulatory requirements issued by the Supervisory Authorities, SABB’s
Articles of Association and SABB’s Governance Document, which provide for the
formation of an appropriate number of committees, depending on the Bank’s size,
needs and activity diversification, the Board formed four Board sub-committees, the
membership and formation of which is described in the following sections.
Executive committee
The Executive Committee (EXCOM) is appointed by the Board in accordance with the
Bank’s Articles of Association and reports directly to the Board. The committee consists
of the Managing Director (Chairman) and four other members, at least two of them are
selected from among the Board of Directors.
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The main task of this committee is to assist the Managing Director (“MGD”) within the
powers determined by the Board to deal with matters referred by the MGD or by the
Board. The Board approved new revised terms of reference for the committee in
December 2016. In addition, EXCOM reviews and considers all monthly reports
submitted by different functional heads and business segments of the Bank, and meets
at least 6 times during the year.
In 2018, the Committee held 10 meetings. The following table shows details of those
meetings and the record of attendance of members during the year.

27 Feb 2018

27 Mar 2018

25 Apr 2018

03 May 2018

28 May 2018

16 Jul 2018

26 Sep 2018

25 Oct 2018

Mr. David Dew (Chairman)





















Eng. Khalid Abdullah Al-Molhem





















Mr. Khaled Suliman Olayan

















-



Mr. Mohammed Omran Al-Omran





















Name

Audit committee
SABB’s Audit Committee (AUCOM) was formed in 1992 and as per the formation rules
and terms of reference consists of three to five members from within and outside the
Board. The committee reports directly to the Board and meets at least four times during
the year.
On 15 December 2016, The General Assembly of the Bank convened and appointed
the Audit Committee members for a term of 3 years which commenced from 01
January 2017 to 31 December 2019. The General Assembly of the Bank convened on
25 April 2017 appointed Eng. Khalid Abdullah Al-Molhem as an Audit Committee
member.
The AUCOM monitors the Bank’s internal audit function, oversees the external
auditors, reviews control weaknesses and system deficiencies, oversees the
Compliance Function, monitors its effectiveness and reviews submitted reports. It is
also responsible for the review of interim and annual financial statements including
compliance with accounting policies, and provides the Board with its comments and
feedback. The committee reviews the audit reports and provides its recommendations
thereon, and also recommends to the Board the appointment of the Bank’s auditors,
the fixing of their fees, the review of the audit plan, follow-up on the auditors’ work and
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18 Dec 2018

29 Jan 2018

Meeting dates

the review of the auditors’ comments, whilst also approving any work beyond normal
audit business.
In line with the Bank’s plan to comply with corporate governance requirements, the
terms of reference of the committee were revised and approved by the AGM on 28
March 2018.
In 2018, the Committee held 5 meetings. The following table shows details of those
meetings and the record of attendance of members during the year.

Eng. Khalid Abdullah Al-Molhem (Chairman)
Mr. Talal Ahmed Al-Zamil
Mr. Khalid Saleh Al Subayel
Mr. Saad Saleh Al-Sabti
Mr. James Madsen


































18 Dec
2018



28 Oct
2018

08 Aug
2018

1.
2.
3.
4.
5.

24 Apr
2018

Name

15 Feb
2018

Meeting dates

Nomination and remuneration committee
The Nomination and Remuneration Committee (REMCO) was formed in 2009 and
meets at least twice during the year. The committee consists of three to five members
from within and outside the Board, who are appointed by the Board, and reports directly
to the Board.
REMCO recommends to the Board the nominations for Board membership in line with
SABB Board membership policies and criteria as approved by the Board, annually
reviews the skills and capabilities required of those suitable for Board membership
including the time needed by a Board member for Board business, reviews the
structure of the Board, evaluates the effectiveness thereof as well as of the members
and committees and ensures the independence of independent members and the
absence of potential conflicts of interest. It also reviews the scope and limits of SABB’s
governance in addition to drawing-up and approving the compensation and
remuneration policies and schemes, and submits necessary recommendations in that
regard.
During 2018, the formation of the Nomination and Remuneration Committee was
changed as Mr. Zaid Abdulrahman AlGwaiz, an independent non board member has
resigned from the committee with effect from 31 March 2018.
In line with the Bank’s plan to comply with corporate governance requirements, the
terms of reference of the committee were revised and approved by the AGM on 28
March 2018.
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In 2018, the Committee held 3 meetings. The following table shows details of those
meetings and the record of attendance of members during the year.
Meeting dates
Name

27 Mar
2018

27 Sep
2018

19 Dec
2018




















Mr. Mohammed Omran Al-Omran
(Chairman)
Mr. Khaled Suliman Olayan
Mr. Samir Assaf
Mr. Zaid Abdulrahman AlGwaiz*
Mr. Saad Saleh Al-Azwari

* The membership of Mr. Zaid Abdulrahman AlGwaiz with REMCO has ended on 31 March 2018.

Board Risk Committee
The Board Risk Committee (BRC) was formed by the Board in the second half of 2013
in line with SAMA’s rules on Credit Risk Management, which require the formation of
a committee to handle risk management affairs. As per its terms of reference, the BRC
consists of three to five non-executive directors or non-board members and reports
directly to the Board.
It meets four times a year and supervises and gives advice to the Board on all matters
relating to key risks pertinent to the Bank’s business in addition to the strategic direction
of risks across SABB, including the drawing up of a risk appetite, prioritisation and
supervision of principal initiatives and overseeing the execution of major
transformational risk initiatives.
In 2018, the formation of the Board Risk Committee was changed as Mr. Mohammed
Abdullah Al-Yahya resigned from the Board and Committee membership on 30 May
2018, and as Mr. James Madsen an independent non-board member joined the
committee with effect from 25 July 2018.
In 2018, the Committee held 4 meetings. The following table shows details of those
meetings and the record of attendance of members during the year.
Meeting dates
Name
Mr. Saad Abdulmohsen Al-Fadly (Chairman)
Mr. Georges Elhedery
Mr. James Madsen*
Mr. Mohammed Abdullah Al-Yahya**

22 Feb
2018

28 Jun
2018

26 Sep
2018

19 Dec
2018













-

-







-

-



* The membership of Mr. James Madsen with BRC has started on 25 July 2018.
** The membership of Mr. Mohammed Abdullah Al-Yahya with BRC has ended on 30 May 2018. .
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Profiles of Board committees members (not Directors of the Board)
No.

Name

Current Position

Former Position

Qualifications

Experience

1

Mr. Talal
Ahmed AlZamil:
(Audit
Committee
Member)

General Manager The
Middle East Battery
Company

•

•

Board Member in:
• Saudi Steel Pipe
Company.
• Electrical Industries
Company
• Saudi marketing
company

•

Saudi Industrial
Development Fund –
Team Leader in
Credit Department
Member of the
Municipal Council of
the Eastern Region
Saudi Fransi Capital
- Board Member

Bachelor of
Mechanical
Engineering - King
Fahd University of
Petroleum and
Minerals
MBA - King Fahd
University of
Petroleum and
Minerals

Extensive
experience of over
25
years
in
management,
financial
analysis
and credit

Saudi Arabian
Monitory Authority Director of the
Banking Inspection
Department
The Mediterranean
& Gulf Insurance &
Reinsurance - Audit
Committee Member

•

Bachelor’s Degree in
Literature from King
Saud University in
Riyadh.
Master Degree in
Accounting from
University of Illinois
at US, Chicago.
Banking Diploma
from IPA, Riyadh

26 years of
experience in a
number of
leadership
positions in the
Saudi Arabian
Monetary Authority
(SAMA).

AL Sabti & Bannaga
– RSM Managing
Partner
Alfaisaliah Group –
Chief Internal
Auditor
Saudi Venture
Capital - Audit
Committee Member

•

Bachelor's Degree in
Accounting from
King Saud University
in Riyadh.
Master degree in
Accounting from
Welch University,
USA.
Professional
certificates including
CPA, AICPA, IIA,
and SOCPA.

Experience in the
financial
and
accounting sector,
especially in the
internal audit field.

Head of HSBC's
Internal Audit
Department in the
Middle East and
North Africa.

•

BA, Economics &
Social Studies,
Manchester
University, UK

Extensive
managerial,
financial
and
accounting
experience in the
banking
and
financial sector.

•

•

Committee
Memberships:
• Member of the
Industrial Committee
of the Chamber of
Commerce and
Industry, Eastern
Province
• Member of the
National Industrial
Committee

2

3

Mr. Khalid
Saleh Al
Subayel:
(Audit
Committee
Member)

Mr. Saad
Saleh AlSabti:
(Audit
Committee
Member)

•

NAS Holding - Audit
Committee Member

•

•
•

•

Protiviti – Executive
Partner

•
•
•

4

Mr. James
Madsen:
(Audit
and
Board
Risk
Committee
Member)

-

•
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•

•

•

•

5

Mr. Saad
Saleh AlAzwari:
(REMCO
Committee
Member)

Board Member in:
• Middle East
Specialised Cables
Company (MESC)
• Saudi Advance
Industrial co
• Alsalam Aerospace
Industry co

•
•

•

Chief Executive
Officer NAS Private
Aviation
Chief Executive
Officer Saudi
Printing and
Packaging Company
Chief Operating
Officer Obeikan
Investment Group.

•
•

BS in Engineering
and Quality Control
from KWU, USA.
MBA from Hull
University, UK.

Experience of 19
years in leading
positions in the
human resources
sector.

Profile of senior executives and management team (other than Managing
Director)
No.

3

Name

Current position

Former position

Qualifications

Experience

1

Mr. Naif Al
Abdulkareem

General Manager
Retail Banking &
Wealth
Management
since 2015

General Manager
Branches and
Wealth
Management

A Master’s
degree in
Business
Administration

Joined SABB in
January 2012 as Head
of Private Banking
followed by his
appointment as Head
of Branches & Wealth
Management. He has
more than 17 years of
experience in banking
where he worked
previously for ANB,
Riyad Bank, NCB in
various roles in Retail
and Commercial
Banking fields.

2

Mr. Ghassan Al
Amoudi

General Manager
Commercial
Banking (CMB)
from 1 January
2018

Acting Head of
Commercial
Banking

A Bachelor
degree in
Business
Administration

Joined SABB in 1996
and he is a skilled
banking professional
with two decades of
comprehensive
corporate banking
expertise and
managed multiple
teams with divergent
portfolios with
attention and continual
analysis of economic
trends.

Yasser
AlBarrak

CO-Head of
Global Banking
since March 2018

Head of Public
Sector since
March 2013

BS in
Management
Information
Systems

Joined SABB in 2012
in Global Banking and
Markets. Has over 14
years of experience
across Capital
Markets Authority,
SAMBA Corporate
Banking
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4

Mazen Abu
Nayyan

CO-Head of
Global Banking
since March 2018

Head of Saudi
Global
Corporates since
September 2015

MBA, Aston
University, UK,
2012 (Saudi
British Bank
Scholarship
Recipient)

Joined SABB in 2003
and has held many
roles in Credit and
Risk, Global &
Multinationals. He left
for Deutche bank in
2013 and rejoined
SABB/HSBC

5

Mr. Saleh Al
Motawa

Treasurer since
2009

Deputy Treasurer

A Bachelor’s
degree in Public
Relations

Joined SABB in 1991,
has over 25 years of
experience in
Treasury.

6

Mr. Faisal Jadu

General Manager
Human
Resources since
August 2017

Head of
Performance,
Reward and
Organisational
Development

A Bachelor’s
degree in
Management
Information
System

Joined SABB in 2011
and since then held
several leadership
positions heading
multiple functions in
Human Resources
contributing to the
successful
implementation of the
people strategy. Faisal
has more than 12
years of experience in
the banking industry.

7

Mr. Nabeel
Shoaib

Company
Secretary since
May 2017

Chief Operating
Officer and
Deputy CEO in
HSBC Saudi
Arabia

A General
Certificate of
Education

Joined SABB in 1981
and since held many
senior positions in
Audit, Operations,
Retail Banking, and
Credit as well as
handling key senior
roles.

8

Mr. Sami Al
Mehaid

Chief Compliance
Officer since
January 2015

Deputy Chief
Compliance
Officer

International
Diploma in
Compliance

Joined SABB in 2013
and has more than 16
years of banking
experience in different
banks including
SAMBA, Alawwal
Bank, Al Rajhi Bank
and SABB.

9

Mr. Hussain Al
Yami

Chief Internal
Auditor since
2014

Chief Risk and
Administration
Officer

A Bachelor’s
degree in
Computer
Information
System

Joined SABB in 2006,
from SAMBA where
he was Assistant
General Manager
Head of e-Commerce
Systems. Prior to his
current role as Chief
Internal Auditor,
Hussain was the Chief
Information officer.
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10

Mr. Robin
Jones

Chief Operating
Officer since
2017

Deputy Chief
Executive Officer
and Chief
Operating Officer,
MENA

Qualified
Accountant with
the Chartered
Association of
Certified
Accountants

Over 23 years of
HSBC experience in a
number of senior
leadership positions
across multiple
geographies including
the UK, US, Canada,
Australia, South Africa
and, more recently,
MENA.

11

Mr. Richard
Hinchley

Chief Risk Officer
since 2016

Chief Risk Officer
in HSBC Saudi
Arabia

BSc degree in
Business from
University of
Bradford
Management
Centre, UK

A seasoned and
experienced Risk
professional with 24
years of executive
experience in HSBC,
including 15 years at
Senior Management
levels, across the UK,
USA, South America,
Asia and Middle East.

12

Mr. Mathew
Pearce

Chief Financial
Officer since
2016

Chief Financial
Officer covering
all of HSBC's
businesses in
Japan.

Qualified
Chartered
Accountant with
Institute of
Chartered
Accountants in
England &
Wales

Joined HSBC in 2004
from
PriceWaterhouseCoop
ers, since when he
has had a variety of
finance roles in HSBC
in the UK and Asia.

BSc (Hons)
degree in
Business
Studies and
Japanese

Notification relating to substantial shareholdings
During the year, the Bank did not receive any notification from shareholders or relevant
persons with regard to the change in their ownership of the Bank's shares in
accordance with the disclosure requirements of the Listing Rules issued by the Capital
Market Authority. Below are schedules of share ownership of major shareholders,
Directors of the Board and Senior Executives or their spouses and minor children in
shares or equity:
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Description of any interest, option rights and subscription rights of major
shareholders

Major Shareholders
No. of Shares at
Name of stakeholder

the beginning of
the year
01/01/2018

No. of Shares

Net Change during the
year

at year-end
31/12/2018

No. of

%

Shares

HSBC Holdings BV

600,000,000

600,000,000

-

-

Olayan Saudi Investment Company Ltd.

254,352,582

254,352,582

-

-

General Organisation for Social Insurance

146,125,438

146,125,438

-

-

75,013,539

75,013,539

-

-

Abdulqader Al-Muhaideb and Sons Company

Description of any interest, option rights and subscription rights of Directors of the
Board and their wives and minor children

Directors of the Board and their wives and minor children

Name of stakeholder

No. of Shares
at the
beginning of
the year
01/01/2018

No. of Shares
at year-end
31/12/2018*

Net Change during the
year
No. of
Shares

%

7,500

7,500

-

-

53,119

53,119

-

-

123,739

123,739

-

-

14,060,540

14,060,540

-

-

5. Saad Abdulmohsen Al-Fadly (representing
GOSI)

-

-

-

-

6. David Dew (Representing HSBC Group)

-

-

-

-

7. Samir Assaf (Representing HSBC Group)

-

-

-

-

8. Georges Elhedery (Representing HSBC Group)

-

-

-

-

9. Stephen Moss (Representing HSBC Group)*

-

-

-

-

2,000

-

(2,000)

(100)%

1. Khaled Suliman Olayan
2. Khalid Abdullah Al-Molhem
3. Sulaiman Abdulqader Al-Muhaideb and family
members
4. Mohammed Omran Al-Omran and family
members

10. Mohammed Abdullah Al-Yahya**
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11. Nigel Hinshelwood (Representing HSBC
Group)*

-

-

-

-

* The Directorship of Mr. Nigel Hinshelwood (Representing HSBC Group) with the Bank ended on 11 January 2018 and was replaced by Mr.
Stephen Moss as of 14 January 2018.
** The Directorship of Mr. Mohammed Abdullah Al-Yahya with the Bank ended on 30 May 2018.

Description of any interest, option rights and subscription rights of senior executives
and their wives and minor children
Bank's Senior Executives, their Spouses and Minor Children
No. of Shares at
Name of stakeholder

the beginning of
the year
01/01/2018

No. of Shares
at year-end
31/12/2018

Net Change during the year
No. of
Shares

%

David Dew

-

-

-

-

Robin Jones

-

-

-

-

36,102

46,831

10,729

30%

-

-

-

-

Nabeel Ali Shoaib
Mathew Pearce

Dividends
In accordance with the Bank’s Articles of Association and the SABB Governance
Document, the Bank's dividend distribution policy is in compliance with the provisions
of the Banking Control Law. The annual net income of the Bank is distributed as
follows:
1. Amounts for payment of Zakat payable by Saudi shareholders and tax payable
by the non-Saudi partner, will be calculated and allocated in line with the rules
and regulations in force in the Kingdom of Saudi Arabia. The Bank will pay such
amounts from the net income distributed to these parties.
2. 25% of the net income is transferred to statutory reserves until this reserve
equals at least the paid up share capital of the Bank.
3. Based on the recommendation of the Board and the approval of shareholders
at the Ordinary General Meeting dividends will be paid to shareholders in
accordance with the number of shares held by each shareholder.
4. Undistributed net income is carried forward as retained earnings or transferred
to statutory reserve.
The Extra-Ordinary General Meeting of the Bank, which was held on 28 March 2018,
approved the Board recommendation for the distribution of cash dividends to
shareholders for the second half of the year 2017 amounting to SAR 1,110 million
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(gross) at the rate of SAR 0.74 per share, in addition to the interim dividend of SAR
1,125 million (gross) at the rate of SAR 0.75 per share which has been previously
distributed for the first half of the fiscal year 2017. Accordingly, total dividends paid or
proposed for the financial year ended 31 December 2017 amounted to SAR 2,235
million (gross) at the rate of SAR 1.49 per share. The total distribution to Saudi
shareholders after deducting Zakat is SAR 1.42 per share (representing 14.2% of the
nominal value of each share).
The Bank proposed cash dividends to shareholders for the first half of the year 2018,
amounting to SAR 1,500 million (gross) at the rate of SAR 1.00 per share. Eligibility to
such dividends was for the shareholders owning shares on the due date on 2 August
2018 and those shareholders registered in the Bank share registry at the Securities
Depository Center (SDC) at the end of the second trading day following the due date.
The dividend for the first half of 2018 amounted to SAR 0.96 per share (representing
9.6% of the nominal value of each share); net of zakat was paid to Saudi shareholders
on 16 August 2018.
With regard to the distributable profits proposed for the second half of the year ended
31 December 2018, the Bank announced on 27 December 2018 that the Board has
recommended to the General Meeting of the Bank the distribution of cash dividends to
shareholders for the second half of the year 2018 amounting to SAR 1,820 million
(gross) at the rate of SAR 1.21 per share. Eligibility for such dividends will be for the
shareholders owning shares on the due date and those shareholders registered in the
Banks share registry at the SDC at the end of the second trading day following the due
date which shall be announced later. A dividend of SAR 1.00 per share (representing
10.0% of the nominal value of each share), net of Zakat will be distributed to Saudi
shareholders.
Accordingly, total dividends paid or proposed for the financial year ended 31 December
2018 amount to SAR 3,320 million (gross) at the rate of SAR 2.21 per share. The total
distribution to Saudi shareholders after deducting Zakat is SAR 1.96 per share
(representing 19.6% of the nominal value of each share).
The Board has recommended the appropriation / distribution of profits as follows:

Shareholder’s net income 2018
Retained earnings from the previous year
Impact of adopting new standards at 1 January 2018
Total
Distributed as follows:
Transferred to statutory reserves
Zakat and income tax for the current year
Provision for zakat for previous years
Paid / Proposed dividend, net
Retained earnings for 2018
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SAR '000
4,933,108
7,858,470
(1,472,777)
11,318,801
1,232,277
626,313
1,628,070
2,697,010
5,135,131

Arrangements for shareholders’ waiver of rights to dividends
The Bank is not aware of any information on any arrangements or agreements for the
waiver by any shareholder of the Bank of any of their rights to dividends.
Arrangements for directors’ or senior executives’ waiver of salaries or
remuneration
The Bank is not aware of information on any arrangements or agreements for the
waiver by any director of the Board or any senior executive of any salaries, awards or
remuneration.
Accounting standards
The consolidated financial statements have been prepared in accordance with the
applicable accounting standards and other requirements as disclosed in the statement
of compliance in note 1.1 (a) of the 2018 audited consolidated financial statements.
Basel III
Certain qualitative and quantitative disclosures are published by SABB. These
disclosures are available in the Annual Report and are available on the SABB website
(www.sabb.com).
9. Statutory payments
Statutory payments payable by the Bank during 2018 consist of Zakat payable by
Saudi shareholders, tax payable by the foreign partner, and the amounts payable to
The General Organisation for Social Insurance (GOSI) which represents staff
insurance contributions.
The statutory payments for the year 2018 were as follows:
Zakat attributable to the Saudi shareholders for the year 2018
Zakat paid to GAZT to settle zakat claims pertaining to previous fiscal
years and up to the fiscal year 2017
Income tax attributable to the share of the non-Saudi shareholders for
the year 2018
GOSI payments
Withholding tax
Other payments

SAR '000
227,759
325,614
394,829
108,425
51,889
10,963

10. Remuneration Report
SABB policy to determine the compensation paid to members of the Board of Directors
of the Bank or members from outside the Board is determined in accordance with the
frameworks issued by the supervisory authorities and governed by prime principles of
governance of banks operating in the Kingdom and the compensation regulations
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issued by SAMA including SAMA Circular that set the maximum amount of
remuneration and compensation and in-kind benefits paid to the Directors and the
Board sub-committee members annually including attendance fee. Also, the Corporate
Governance Regulation issued by the Capital Market Authority of Saudi Arabia (CMA)
the provisions of the Companies Law, the Articles of Association of SABB; the SABB
Corporate Governance Document and SABB’s Compensation Policy.
Directors’ fees for their membership of the Board and participation in the Banks’
operations, during 2018 amounted to SAR 4,582,250 including SAR 1,082,250 in
attendance fees at Board meetings and Board Committees, namely: Executive
Committee, Audit Committee, Nomination and Remuneration Committee and Board
Risk Committee. The compensation is paid towards the end of the year.
During 2018, none of the board or committee members have assumed any work of
technical or advisory role, and therefore they did not obtain any consideration or special
benefits in this respect.
The following table shows details of remuneration paid to Board and Committee
members and senior executives of the Bank during the year:

2018 SAR’ 000

Salaries and
Remuneration

Allowances

Annual and
Periodic
Bonuses*

Incentive
Schemes
**

Any
Remuneration or
other benefits in
kind paid monthly
or annually ***

Board of Directors
Non-Executive Board
Members
Independent Board
Members
Top six senior
executives (including
CEO**** and CFO)
Senior executives
whose appointment
requires SAMA no
objection

2,207

-

-

-

-

2,376

-

-

-

-

-

1,912

8,955

3,970

18,724

21,695

10,192

30,504

-

* Includes both cash and deferred bonus.
** Retention scheme amount has been granted and will be vested in 3 years.
*** Includes end of service benefit for resigned senior executives, education benefit and accommodation rent.
**** The CEO is the only member of the Board of Directors who is an Executive Director.
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2,533

Fixed
Remuneration

2018 SAR’ 000

Allowance for
attending
Board
meetings

Total

Audit Committee Members

668

129

797

Remuneration and Nomination Committee
Members

342

66

408

Board Risk Committee Members

199

58

257

Executive Committee Members

153

148

301

-

523

523

Special committee for merger project

Staff benefits and schemes
An annual independent review of SABB’s compensation structure was conducted by
an external consultant and submitted to the Nomination and Remuneration Committee
and subsequently to SAMA along with management reports. This comes in line with
the guidance issued by SAMA and the Financial Stability Board.
According to the Labour Law of The Kingdom of Saudi Arabia and SABB’s internal
policies, employee end of service benefits become due for payment at the end of an
employee’s period of service. The end of service benefits outstanding at the end of
2018 amount to SAR 453.6 million.
SABB also operates three share based schemes for certain employees. These
schemes reflect the number of committed shares for performance years 2015, 2016
and 2017 as of 31 December 2018 with a total market value of SAR 34,723,961.
Under the terms of these schemes, eligible employees of the Bank are offered shares
at a predetermined price for a fixed period of time. At the vesting dates determined
under the terms of the plan, the Bank delivers the underlying allotted shares to the
employees, subject to the satisfactory completion of the vesting conditions. The cost
of the plans is recognised over the period in which the service condition is fulfilled,
ending on the date on which the relevant employees become fully entitled to the shares
(‘the vesting date’). The cumulative expense recognised for these plans at each
reporting date until the vesting date, reflects the extent to which the vesting period has
expired and the Bank’s best estimate of the number of equity instruments that will
ultimately vest.
The movement in in the number of shares under Share Based Equity settled Bonus
payment plans is as follows:
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Number of shares
2018
2017
1,142,854
919,102
(66,915)
(180,850)
(470,281)
(404,674)
457,863
809,276
1,063,521
1,142,854

Beginning of the year
Forfeited
Exercised/Expired
Granted during the year
End of the year

The weighted average price of shares granted during the year was SAR 31.1 (2017:
SAR 20.67).
Disclosure of details of the treasury stocks held by the Bank and details of uses
of these stocks:
No. of treasury
stocks
1,598,946

Market value
SAR
52,205,587

Date of
holding
31 December
2018

Details of uses
The Bank acquires its own shares
in connection with the actual
grant of shares to the key
management in future. Until such
time as the beneficial ownership
of such shares in the Bank
passes to the employees, the
unallocated / non-vested shares
are treated as treasury shares to
be used to fund future employee
long term incentive plans.

11. Board of directors’ assurance
The Board assures shareholders and other interested parties that to the best of its
knowledge and in all material aspects:




Proper books of account have been maintained.
The system of internal controls is sound in design and has been effectively
implemented.
It has no evidence that suggests the Bank’s inability to continue as a going
concern.

Transactions with the related parties and the information relating to any business or
contract to which the Bank is a party and in which there were substantial interests for
one of the Board Members, Managing Director, Chief Financial Officer or any person
who has a relationship with them, are disclosed in section 16 of this report and note 36
of the 2018 audited consolidated financial statements.

53

12. Compliance with local regulatory and international standards
SABB implements strict Transaction Monitoring programme capturing a number of
instructions made by SAMA as well as international best practices. The AML-CTF
programme has been highly effective in achieving its strategic objectives in place to
enhance SABB’s defences against financial crime activities.
Since Saudi Arabia gained the Financial Action Task Force (FATF) membership in the
Observer capacity and in pursuit of permanent membership, the Bank has conducted
a self-evaluation of the implementation of FATF recommendations demonstrating its
keenness to establish sustainable controls across the Bank. As a result of that,
significant progress has been made in strengthening internal FCC controls, which
covered enhancement to the Anti-Money Laundering (AML) monitoring system,
revising the Know Your Customer policy and improving the awareness of staff. Also,
dedicated themes for combating Financial Crimes and combating the Bribery and
Corruption has been initiated in order to enhance our focus on this growing FCC risk.
All existing policies have been revised and monitoring controls established.
Staff Awareness and development through training and attachments is a priority for
SABB. All staff at induction are provided with classroom training covering Compliance,
AML, Sanctions, Fraud and Ant Bribery & Corruption. All staff in high risk roles are
given tailored-training on an annual basis in the field of AML, Sanctions and
Compliance. As part of the SABB International Standards program, Anti-financial crime
and Anti-bribery and corruption are added to the pillars of this programme, and the
bank has launched a number of training programmes through e-Learning covering the
afore-mentioned compliance related training programmes.
13. Statement on internal controls
SABB's management is responsible for establishing and maintaining an adequate and
effective framework of internal control which encompasses the policies as approved
by the Board, the procedures / processes and information systems that facilitate
effective and efficient operations. The Internal Control System ensures quality of
external and internal reporting, maintenance of proper records and processes,
compliance with applicable laws and regulations, and internal policies with respect to
conduct of business. However, the ultimate responsibility for a system of internal
controls resides with the Board and the Internal Control System is designed to manage,
rather than eliminate, the risk of failure to achieve SABB's strategic objectives.
In 2018, SABB endeavoured to ensure that an effective Internal Control System
continued to perform as per the requirements of Guidelines on Internal Controls issued
by SAMA, which is an ongoing process for the identification, evaluation and
management of significant risks faced by the Bank. The observations made by the
external/internal auditors and SAMA’s inspection team in their respective
audits/inspections were promptly reviewed and addressed by the Board, Audit
Committee and SABB's management for rectification of such observations to
safeguard SABB's interest. As per SABB's assessment, the Internal Control System
in place provides reasonable assurance as to the integrity and reliability of the controls
established and the management information produced.
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Audit committee assessment of the adequacy of the Bank's internal control
system
The Audit Committee (AuCom) during 2018 reviewed various reports on the adequacy of
internal controls and systems including the financial statements and risk reports. AuCom
reviews the minutes of the various management committees, for example, Risk
Management Committee, Compliance Committee, Audit Tracker Committee. AuCom’s
discussions and decisions are documented in the meetings’ minutes and matters requiring
attention are escalated to the Board.
During this year, the AuCom members met with the Chief Internal Auditor, Chief
Operations Officer, Chief Risk Officer, Chief Compliance Officer, Chief Finance Officer and
External Auditors and have obtained updates on matters that require AuCom’s attention.
AuCom also received internal audit reports, regulatory reports and external auditors’
management letters issued during the year and reviewed the management action plans
for the issues raised.
AuCom also reviewed the effectiveness of the system of internal control and procedures
for compliance with the SABB internal policies, relevant regulatory and legal requirements
in the Kingdom of Saudi Arabia and whether management has fulfilled its duty in having
an effective internal control system, seeking independent assurance from internal audit to
assess the adequacy and effectiveness of such internal controls.
AuCom assures the Board and shareholders that to the best of its knowledge and in all
material aspects that SABB’s internal control system is adequate and operating effectively;
and its recommendation pertaining to the appointment, dismissal, assessment or
determining the remuneration of the external auditors or appointing internal auditor were
adopted by the Board.

14. Annual review of the effectiveness of internal control procedures
The Board is responsible for maintaining and reviewing the effectiveness of risk
management. The framework of standards, policies and key procedures that the
Directors have established is designed to provide effective internal control within SABB
for managing risks within the accepted risk appetite of the Bank; for safeguarding
assets against unauthorised use or disposal; for maintaining proper accounting
records; and for the reliability and usefulness of financial information used within the
business or for publication. Such procedures are designed to manage and mitigate the
risk of failure to achieve business objectives and can only provide reasonable and not
absolute assurance against material misstatement, errors, losses or fraud. Such
procedures for the on-going identification, evaluation and management of the
significant risks faced by SABB have been in place throughout the year.
SABB’s management is responsible for implementing and reviewing the effectiveness
of the Bank’s internal control framework as approved by the Board. All employees are
responsible for identifying and managing risk within the scope of their role as part of
the Three Lines of Defence model, which is an activity-based model to delineate
management accountabilities and responsibilities for risk management and the control
environment. The second line of defence sets the policy and guidelines for managing
specific risk areas, provides advice and guidance in relation to the risk, and challenges
the first line of defence (the risk owners) on effective risk management.
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The Risk function, under the Chief Risk Officer, is responsible for maintaining oversight
of the management of various risks across the Bank. The Compliance function
maintains oversight of business operations and management action to ensure
conformity with regulatory requirements, particularly the Rules for Opening of bank
accounts, Anti-Money Laundering and Terrorism Finance Fighting Rules, Capital
Market Authority Rules and Regulations, and other key level international regulatory
requirements. The risk management process is fully integrated with strategic planning,
the annual operating plan and the capital planning cycle. Results are communicated
for the information of the directors by means of periodic reports provided to the Audit
Committee (AUCOM) and Board Risk Committee (BRC) members.
The Key elements of internal control include the following:


SABB standards. SABB has established clear standards that should be met by
employees, departments and the Bank as a whole. Functional, operating and financial
reporting standards are established for application across the whole of SABB.



Policies & Procedure Framework. SABB has a strong policies and procedures
framework governed by the “Procedures of SABB Manuals”. SABB Standards Manuals
set out the core principles within which SABB must operate. Functional Instructions
Manuals (FIMs) articulate the key policies related to all major activities of the Bank
besides standalone policies on the key regulations. All policies are approved by the
Board and are subject to periodical review to keep these align with the regulations and
the international best practices.



Delegation of authority within limits set by the Board. Authority to carry out various
activities and responsibilities for financial performance against plan are delegated to
SABB management within limits set by the Board. Delegation of authority from the
Board to individuals requires those individuals to maintain a clear and appropriate
apportionment of significant responsibilities and to oversee the establishment and
maintenance of system of controls appropriate to the business. Authorities to enter into
credit and market risk exposures are delegated with limits to line management. The
concurrence of the Executive Committee is required, however, for credit proposals with
specified higher risk characteristics. Credit and market risks are measured and
aggregated for review of risk concentrations. The appointment of executives to the
most senior positions within SABB requires the approval of the Board and the
concurrence from SAMA.



Risk identification and monitoring. Systems and procedures are in place in SABB
to identify, monitor, control and report on the major risks including credit, market,
liquidity, capital, financial management, model, reputational, strategic, sustainability,
compliance, other operational risks and any emerging risks. Exposure to these risks is
monitored by various management governance forums such as the Management
Committee, the Asset and Liability Committee, the Risk Management Committee, the
Compliance Committee, Fraud High Committee, IT Steering Committee, Customer
Experience Steering Committee, the Audit Tracker Committee and their various subcommittees. Minutes of these meetings are submitted to the Board sub-committees,
and through these sub-committees to the Board. All significant operational risks and
the related controls are identified through Risk & Control Assessment (RCA) process
56

by the risk owners and input is also provided by the subject matter expert functions.
The design and operating effectiveness of these controls is tested at several levels that
include Business Risk & Control Manager (within the first line of defence), the relevant
risk stewards (second line of defence) and by INA (the third line of defence) to provide
reasonable assurance to the management about the adequacy of the controls.


Financial reporting. SABB’s financial reporting process for preparing the consolidated
Annual Report and Accounts 2018 is controlled using documented accounting policies
and reporting formats. The submission of financial information is subject to certification
by the Chief Financial Officer.



Changes in market conditions/practices. Processes are in place to identify new
risks arising from changes in market conditions and practices and customer behaviour.
During 2018, attention was focused on:
a) maintaining the highest international standards across all SABB activities;
b) identifying and mitigating regulatory compliance, money laundering and
financial crimes risks facing the businesses;
c) embedding risk appetite and stress testing into the business of SABB;
d) identifying and managing the top and emerging risks ;
e) managing geopolitical risk and on-going instability in the region; and
f) mitigation of information risks and cyber security threats.



Strategic plans: The Board of SABB is finalising its strategic plan, for the years 20192022, which will be made available to the Board of the combined bank in the event that
the proposed merger with Alawwal bank is approved. Annual operating plans, informed
by detailed analysis of risk appetite describing the types and quantum of risk that SABB
is prepared to take in executing its strategy, are prepared at business and functional
levels and set out the key business initiatives and the likely financial effects of those
initiatives.



Governance arrangements: Governance arrangements are in place to provide
oversight of, and advice to the Board on, material risk related matters. These are
effected through the Board sub-committees as well as management sub-committees
which oversee the effectiveness of risk management and report to the Board subcommittees.



Internal Audit: Internal Audit (INA) represents the Third Line of Defence and monitors
the effectiveness of the internal control framework across the whole of SABB focusing
on the areas of greatest risk to the Bank as determined by a risk-based audit approach.
INA accomplishes this by independently reviewing the design and operating
effectiveness of internal control systems and policies established by first and second
line functions to ensure that the Bank is operating within its stated risk appetite and in
compliance with the regulatory framework. The Chief Internal Auditor (CIA) reports to
AUCOM on all audit related matters. The SABB Internal Audit Activity Charter sets out
the accountability, independence, responsibility and authority of the INA function, while
the SABB Audit Standards Manual prescribes the standards and procedures adhered
to by the INA function. Both documents are reviewed and approved by AUCOM, acting
on behalf of the Board on an annual basis. Executive management is responsible for
ensuring that Management Action Plans agreed by the INA function are implemented
within an appropriate and agreed timetable. Confirmation to this effect must be
provided to INA.
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During 2018, INA reviewed a number of activities and processes of SABB following a
risk-based approach. Reports of these audits have been submitted to the AUCOM
highlighting areas where the effectiveness of controls or management’s effectiveness
in addressing control deficiencies was found to be less than satisfactory. On an overall
basis, audits of the effectiveness of the internal control environment conducted during
2018 confirmed that systems and procedures for the on-going identification, evaluation
and management of significant risks faced by SABB were in place throughout the year.
These procedures enabled SABB to discharge its obligations under the rules and
regulations issued by SAMA and the standards established by the Board.
During the year, BRC and AUCOM have kept under review the effectiveness of this
system of internal control and have reported regularly to the Board. In carrying out their
reviews BRC and AUCOM receive business and operational risk assessments; regular
reports from SABB’s risk functions, compliance function and the Head of INA ; reports
on reviews of the internal control framework, both financial and nonfinancial;
contingencies or uncertainties caused by weaknesses in internal controls; internal
audit reports; external audit reports; prudential reviews; and regulatory reports.
The Directors, through BRC and AUCOM, review the effectiveness of the Bank’s
system of internal control covering all material controls, including financial, operational
and compliance controls, risk management systems, the adequacy of resources,
qualifications and experience of staff of the accounting and financial reporting function,
and their training programmes and budget. BRC and AUCOM receive confirmation that
executive management has taken or is taking the necessary actions to remedy any
failings or weaknesses identified through the operation of the Bank’s framework of
controls.
15. Penalties
The Bank applies in form and spirit all banking laws, rules and regulations issued by
the regulators in its day to day business. Through the establishment of three lines of
defence it ensures that the application of regulations is robust and sustainable in the
businesses and functions.
Below table shows a comparison of 2017 and 2018 fines by SAMA:
Previous fiscal year
Subject of violation

Current fiscal year

2017

2018

Number of
penalties

The total amount
of fines in SAR

Number of
penalties

The total amount
of fines in SAR

Violation of SAMA’s
supervisory instructions

8

666,000

3

1,090,000

Violation of the SAMA's
instructions for customer
protection

1

15,000

-

-
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Violation of SAMA’s due
diligence instructions.

-

-

-

-

Violation of the SAMA’s
instructions regarding the
level of performance of
ATMs and POS

1

20,000

3

15,000

Violation of SAMA’s
instructions for due
diligence in AML & CTF

-

-

-

-

10

701,000

6

1,105,000

The table shown below includes the details of fines in 2018 and the measures
undertaken by the Bank to remedy and avoid such non-compliance in the future:
NO
1

2

Fines
785,000

105,000

Reason of penalty
Violation of SAMA regulations on
Reinstating Financial AllowancesSABB deducted / blocked a
number of allowances and
financial benefits

Violation of SAMA regulations
regarding the Provision of Riyal
Coins at the Bank’s Branches

3

200,000

4

15,000

POS SLA Breach

77,836

SADAD SLA Breach

164,398 GOSI-Registration Incident

7

163,082 GOSI-Registration Incident

8

10,000

For other allowance related activities SABB has
developed a working group to implement SAMA
guidance and also agreed with SAMA that for a
period of 2 months there will be no penalties if SABB
reverses any incorrect debits within 48 hours
The SAMA rule refresher will be shared as part of
TIP activity and morning meetings held in the
branches.
Moreover, business risk and control management
along with branch support teams have randomly
conducted surprise checks and reported findings
accordingly to the branch management
All extension requests to be submitted to SAMA
ahead of time. Operational Risk and Internal Control
team will be monitoring action plan and ensure no
delay on meeting SAMA requirement

Not requesting for target date
extension before a month of the
due date

5
6

Remedial Action
SABB had reversed the debits within 48 hours of
deduction.

SABB digital payments has continued to improve
their performance by coordinating with SABB
vendors and making sure that SAMA POS SLA is
being fulfilled in monthly basis. This has been
resulted to not receiving fines from March 2018 –
Onwards
System fix to ensure the issue does not occur again
HR has applied a newly process on administrating
GOSI piece in terms of addition-attrition and
reconciliation
HR has applied a newly process on administrating
GOSI piece in terms of addition-attrition and
reconciliation

Salary Ex-Staff -A staff submitted
resignation which was rejected by
mistake; thus continued paying
payroll for 5 months
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HR has strengthened the process wherein OffBoarding team will be receiving weekly report from
the MI Team showing staff who resigned during that
specific week and reconcile their records. Further,

cessation process is centralized with the Service
Delivery Team and no manual cessation payment is
made until it is processed in the system.
9

350,000 Riyadh province Municipality -

10

186,000

11

4,000

Total

ATMs declaration been reviewed by CRE and
RBWM to stop operating ATMs and apply
necessary requirements
ATMs declaration been reviewed by CRE and
RBWM to stop operating ATMs and apply
necessary requirements
This was a new requirements from Municipality to
have a licenses for the ATM inside SABB branches.
However, SABB provided the new requirements to
the Municipality in order to get the licenses.

Non-Compliance with ATMs
changed requirements
Riyadh province Municipality Non-Compliance with ATMs
changed requirements
Makkah province MunicipalityNon-Obtaining required licenses

2,060,316

16. SABB general meetings
In 2018, SABB held one Extra-Ordinary General Meeting for shareholders, as follows:
Extra-ordinary general meeting
In line with the regulatory guidelines, SABB Extra-Ordinary General Meeting (First
Meeting) was held on Wednesday, 28 March 2018 at 6:30 PM at the Head Office of
The Saudi British Bank, located at Prince Abdulaziz Bin Jalawi Street in Riyadh with
the required quorum and attendance of 78.384% of shareholders were present.
The resolutions of the Extra-Ordinary General Meeting are publicly available on the
Tadawul’s website (www.tadawul.com.sa) including notably the following resolutions
relating to any business or contract with the related party:
1) To vote on the dealings and contracts which will be implemented between the bank
and members of HSBC Holdings BV (each in his capacity), where the following
members of SABB Board of Directors, namely: Mr. David Dew, Mr. Samir Assaf, Mr.
Stephen Moss and Mr. Georges Elhedery have indirect interest therein as they are
representatives of the foreign partner, and to license it for the next year. This is a joint
finance agreement for three years and the share of HSBC Group (BV) of the total
amount of the finance subject of this agreement is SAR 281,250,000 equivalent to USD
75 million, noting that there are no preferential conditions in this Agreement. It is worth
mentioning that the Bank obtained the approval of the General Meeting to enter into
this Agreement at its meeting held on 25 April 2017. Moreover, no amendments have
been made to the terms and conditions of this Agreement since the date of approval
by the General Meeting of the Bank.
2) To vote on the dealings and contracts which will be implemented between the bank
and members of HSBC Holdings BV (each in his capacity), being the parties which
provide arrangement, lending, coordination and act as the authenticating bank, where
the following members of the Board of Directors, namely: Mr. David Dew, Mr. Samir
Assaf, Mr. Stephen Moss and Mr. Georges Elhedery have indirect interest therein as
they are representatives of the foreign partner, and to license it for the next year. This
is an agreement on Sukuk issuance program of USD 2 billion. The role of HSBC Group
BV members is to provide the necessary support and service to the bank regarding
Sukuk issue program, noting that there are no preferential conditions in this
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Agreement. It is worth mentioning that the Bank obtained the approval of the General
Meeting to enter into this Agreement at its meeting held on 25 April 2017. Moreover,
no amendments have been made to the terms and conditions of this Agreement since
the date of approval by the General Meeting of the Bank.

Extra-ordinary general meeting Board Attendance:
In 2018, SABB held 1 meeting. The following table shows details of that meeting and
the record of attendance of directors during the year:
Name

1.
2.
3.
4.
5.
6.
7.
8.
9.
10.

Mr. Khaled Suliman Olayan
Eng. Khalid Abdullah Al-Molhem
Mr. Sulaiman Abdulqader Al-Muhaideb
Mr. Mohammed Omran Al-Omran
Mr. Saad Abdulmohsen Al-Fadly
Mr. David Dew
Mr. Samir Assaf
Mr. Georges Elhedery
Mr. Stephen Moss
Mr. Mohammed Abdullah Al-Yahya

Meeting dates
28 March 2018










17. Appointment of external auditors
The Extra Ordinary General Meeting of the Bank held on 28 March 2018, endorsed the
selection of both KPMG Al Fozan & Partners and Ernst & Young as external auditors
from among the candidates and according to the recommendation of the Audit
Committee, to audit the Bank’s annual financial statements and review quarterly
interim condensed financial statements for the year ended 31 December 2018 and the
determination of their remuneration.
18. Board of directors’ approval
The consolidated financial statements were approved by the Board of Directors on 7
February 2019.

*****
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